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DAVID SHEPPARD AND 
CHRIS COOK — LONDON
JAMES POLITI  — WASHINGTON 
ANASTASIA STOGNEI — TBILISI

The US-led price cap on Russia’s oil 
sales is being circumvented, according 
to western officials and Russian export 
data, forcing countries to explore ways 
to reinforce one of their key economic 
sanctions against Moscow.

One senior European government offi-
cial said “almost none” of the shipments 
of seaborne crude in October were exe-
cuted below the $60-a-barrel limit that 
the G7 and its allies have tried to impose. 

“The latest data makes the case that 
we’re going to have to toughen up . . .  
there’s absolutely no appetite for letting 
Russia keep doing this,” the official said.

The EU has held talks in recent days 
on reinforcing the cap, including bolst -
ering enforcement or curbing Russia’s 

access to the used oil tanker market.
Concerns among western officials are 

backed by official Russian statistics on 
oil sales in October, which Moscow says 
shows the average price was above $80 a 
barrel. While Russian economic statis-
tics have been questioned during the 
war, the level recorded is the basis for 
how much Moscow taxes oil exports.

The jump in Russian prices has dealt a 
blow to G7 efforts to limit the funds 
flowing to the Kremlin to pay for its 
invasion of Ukraine. Kyiv has made only 
limited progress in its counteroffensive.

G7 members and Australia intro-
duced the price cap measures for crude 
oil last December, aiming to squeeze 
Russia’s revenues by cutting off access to 
western services such as shipping and 
insurance unless traders abided by the 
$60 limit. While the measures enjoyed 
some early success, Russia has proved 

adept at countering them, building up 
its so-called shadow fleet of ageing oil 
tankers to circumvent western markets.

European officials are concerned that 
some western insurance providers have 
been given false declarations from Rus-
sian oil companies or traders, which 
must provide written assurances the 
crude is priced below $60. One mecha-
nism by which this has been achieved 
previously is by inflating shipping costs.

Western officials say they are com-
mitted to the price cap, even as they 
acknowledge few barrels trade below it.

A US Treasury official said the goal 
was not just an effort to “make as many 
barrels of oil as possible travel under the 
cap” but also “to change Russia’s incen-
tives in a way that makes it make hard 
choices”. Shifting to selling oil largely 
without western insurance and shipping 
has caused “great cost” to the Kremlin.

Blow to Russia sanctions as allies admit 
almost none of its oil sells below $60 cap 
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Briefing

i US bankers braced for
fresh hit to annual bonuses
Wall Street bonuses are set to fall 
as much as 25 per cent again this 
year as investment bankers and 
money managers feel the pinch 
from rising interest rates that has 
damped dealmaking and reduced 
stock market listings.— PAGE 5

i Glencore set for break-up
The Swiss mining and trading 
house has set the clock ticking on a 
break-up of its giant commodities 
business after a $9bn deal for the 
coal division of Canada’s Teck 
Resources.— PAGE 6; LEX, PAGE 20

i US girds Taiwan defences
Washington is rushing to 
strengthen Taiwan’s defences 
against a potential Chinese attack, 
including by training its troops, a 
Taipei official has said in remarks 
likely to anger Beijing.— PAGE 4 

i Crossings anger Helsinki 
Finland has accused Russia of 
allowing undocumented migrants 
to cross its eastern border, vowing 
action against what it sees as a 
surge in arrivals, most from Iraq, 
Syria, Yemen and Turkey.— PAGE 2

i Natura to shed Body Shop
The Brazilian cosmetics group has 
agreed to sell The Body Shop to 
private equity firm Aurelius in a 
deal valuing the UK retailer at 
£207mn. Natura paid €1bn to buy 
it in 2017.— PAGE 5; LEX, PAGE 20 

i Berlin fears budget blow
The government risks having a 
€60bn hole blown in its budget 
when a German court rules on 
whether a big off-balance-sheet 
transfer broke a law restricting 
new debt issuance.— PAGE 2

i China yields on fentanyl
Beijing has agreed to crack down 
on companies that export 
chemicals used to make fentanyl, 
a deadly synthetic opioid, in a deal 
that will be sealed when Joe Biden 
and Xi Jinping meet today.— PAGE 4

i AI gets it right as rain
Artificial intelligence has for the 
first time beaten conventional 
forecasting at predicting weather 
worldwide up to 10 days ahead. 
Google DeepMind’s developers 
hailed “a turning point”.— PAGE 3

UN warning 
Gaza hospitals 
grind to halt
A Palestinian woman gestures from the 
window of her destroyed home in Bureij 
in the centre of the Gaza Strip yesterday, 
amid battles between Israel and Hamas. 

The UN warned that all but one of the 
hospitals in northern Gaza had stopped 
functioning, as the humanitarian crisis 
worsens. 

The health ministry in Gaza said 170 
Palestinians had been buried in a mass 
grave in the courtyard of al-Shifa hospi-
tal “because of the siege imposed on it 
from all sides”.

A doctor at al-Ahli, the only hospital 
still working in the north, said surgery 
on many injuries was being performed 
without anaesthesia. 

“The pain experienced by the patients 
during the surgical interventions with-
out anaesthesia is beyond what human-
ity on this Earth can endure,” he wrote 
on social media platform X.
Report page 3

NICHOLAS MEGAW — NEW YORK 
COLBY SMITH — WASHINGTON

US inflation fell more than expected to 
3.2 per cent in October, the first decline 
in four months, prompting Treasury 
yields to fall and Wall Street stocks to 
climb as markets bet that interest rate 
rises had hit their peak.

Yesterday’s consumer price data com-
pares with a 3.7 per cent rise in the 12 
months to September. The 3.2 per cent 
year-on-year figure was marginally 
below expectations of 3.3 per cent.

The yield on the rate-sensitive two-
year Treasury, which moves inversely 
to prices, fell 0.2 percentage points at 
4.84 per cent in midday trading. The 
S&P 500 was up 1.9 per cent, on course 
for one of its biggest daily jumps this 
year. The Nasdaq was up 2.2 per cent.

The dollar was 1.4 per cent weaker 
against a basket of six major currencies.

“Across the board, it’s a good report,” 
said Gregory Daco, chief economist at 
EY Parthenon. “I think this will comfort 
the excessively data-dependent Fed 
 policymakers that policy is sufficiently 
restrictive to bring inflation down to
2 per cent.”

The US figures come ahead of an 
expected fall in UK inflation today, with 

economists predicting price growth of 
4.8 per cent for October, sharply lower 
than September’s 6.7 per cent. 

In the eurozone, inflation fell to
2.9 per cent in the year to October from 
4.3 per cent the month before, also 
reflecting declines in energy prices.

The more benign readings will fuel 
speculation that central banks have fin-
ished raising rates. The Fed held its 
benchmark interest rate steady at a 22-
year high this month. After yesterday’s 
report, futures markets were pricing in 
a 1 per cent chance that it would lift rates 
at its next policy meeting in December. 

Investors also brought forward their 
estimates of when the Fed would start 
cutting rates, with investors pricing in 
two 0.25 percentage point cuts by July.

The strong market reaction was 

encouraged by slightly weaker than 
expected core inflation, which strips out 
volatile food and energy prices. Core 
inflation dipped from 4.1 per cent to
4 per cent on a year-on-year basis, and 
rose 0.2 per cent month on month.

“The Federal Reserve has got to be 
pretty happy with this and, unsurpris-
ingly, it has reinforced market expecta-
tions that the policy rate has peaked,” 
said James Knightley, chief interna-
tional economist at ING Economics.

EY’s Daco said there had been “a few 
instances” where data had “disap-
pointed to the upside” in this policy 
cycle.

“Investors tend to be prepared for an 
upside surprise more than a downside,” 
which he said helped explain why even a 
modest improvement on forecasts 

Mohammed Abed/AFP/Getty Images

could spark a big swing in markets.
However, Fed chair Jay Powell said 

last week that policymakers would not 
be “misled by a few good months of 
data”, and that the central bank might 
tighten policy further if necessary.

Thomas Barkin, president of the 
Richmond Fed, echoed that message 
yesterday, warning that inflation might 
not be on a “smooth glide path down to
2 per cent” despite “real progress”.

Nancy Vanden Houten, lead US econ-
omist at Oxford Economics, said she did 
not think the Fed was going to wait until 
core inflation returned to 2 per cent 
before starting to lower interest rates, 
but that it would “need to be firmly con-
vinced” it was heading there.
Investors snap up bonds page 8
Markets Insight page 9

Wall Street markets jump after US 
inflation falls more than expected
3 Price-pressure gauge hits 3.2% 3 Stocks and bonds advance 3 Investors see end to rate rises 

It looks increasingly 
plausible that this 
tightening cycle 
has ended and that 
the beginning of 
the loosening is 
closer than central 
banks suggest

Martin Wolf
Page 19
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games,” said Pierre Rabadan, the deputy 
mayor of Paris in charge of sports.

If the water quality was not up to 
standard, Rabadan said, competitions 
could be delayed by a few days or a week 
to allow it to improve, but there is no 
back-up plan for swimming competi-
tions to be held elsewhere.

That has put pressure on Colin-
Canivez’s builders toiling underground, 
as well as those working on other parts 
of the Seine clean-up plan, such as the 
effort to connect houseboats docked on 
the Seine to the sewer system. 

Another challenge has been convinc-
ing homeowners to undertake costly 
repairs to fix the roughly 20,000 houses 
and buildings in Paris and surrounding 
suburbs that are not properly connected 
to the sewage system. 

“Every little thing we can do will 
help,” said Colin-Canivez.

Swimming in the Seine was banned in 
1923 because of pollution, but politi-
cians have long promised to bring it 
back. Former president Jacques Chirac 
vowed to get it done when he was Paris 
mayor in the 1990s, but failed. Heavy 
rains regularly brought flows of rubbish 

and plastic into the Seine, marring the 
historic artery of Paris.

Paris mayor Anne Hidalgo has billed 
the Olympics as a catalyst for the open-
ing of 20 swimming spots by 2025 in the 
capital, which has become hotter in 
summer due to global warming. 

“It would have taken us 20 years to do 
the clean-up without the extra boost 
and budget from the Olympics,” said 
Rabadan.

The Seine will also be at the centre of 
the games in ways critics have warned 
may prove overly ambitious and risky. A 
plan to hold the opening ceremony on 
the river has sparked security fears, 
with police and military officials raising 
concerns about a parade of some 150 
boats of 10,000 athletes, plus crowds of 
spectators on the banks. 

Organisers dismiss those fears and 
argue that the ceremony will showcase 
the beauty of the capital’s riverside 
buildings such as the Eiffel tower, Notre-
Dame cathedral and Les Invalides. 

Rabadan defended both the parade 
and the clean-up: “There is no plan B, 
since pulling off plan A will be compli-
cated enough.”

France. Infrastructure

Paris digs deep to clean up Seine for Olympics

LEILA ABBOUD — PARIS

Samuel Colin-Canivez, lead engineer for 
the Paris water system, stood in a 30m-
deep concrete cavern as hundreds of 
construction workers were racing to fin-
ish the pharaonic project ahead of next 
year’s Olympic Games. 

Their mission: build a 700m tunnel 
and a large storage tank to clean up the 
Seine so athletes can compete in it in 
swimming and triathlon events.

“It’s been a marathon, but we are on 
the last leg,” Colin-Canivez shouted over 
the noise of banging hammers installing 
a final section of barbed steel to rein-
force the concrete below the tank’s floor. 
Construction started almost four years 
ago and is due to complete in spring at a 
cost of €90mn.

Nestled between a 17th century hospi-
tal and the busy Austerlitz station, the 
underground pool will have a capacity 
equivalent to 20 Olympic-sized swim-
ming pools, and is designed to capture 
overflow from the capital’s antique 
sewer system during heavy rainfall. 

“The goal is to stop untreated water 
from being dumped in the river,” said 
Colin-Canivez. 

At present, about a dozen times a year 
the city’s underground sewage tunnels 
are overwhelmed and to avoid flooding 
the streets, they release wastewater into 
the river, including E. coli bacteria 
found in discharges from toilets. 

The new holding tank should help 
reduce such incidents to only twice a 
year by holding the water during storms 
and gradually releasing it afterwards.

It is one of five engineering projects 
that the Paris region is undertaking to 
clean up the Seine and Marne rivers to 
allow residents to swim in them again. 
Additional water treatment plants, 
pipes and pumps have also been built.

Many residents remain sceptical 
about swimming in the Seine and there 
are no guarantees that the Olympics-re-
lated clean-up will be effective enough 
to bring bacteria down to levels safe 
enough for athletes to compete.

Paris was forced to cancel several test 
events this summer when monitoring 
showed there was too much E. coli in the 

The race is on to finish a vast 

underground pool to contain 

capital’s polluting wastewater

Ambitious plan: 
construction 
work on the 
project, above 
and below, is ‘on 
the last leg’. The 
storage basin 
will have the 
capacity of
20 Olympic 
swimming pools
Bruno Fert/FT

‘It would 
have taken 
us 20 years 
to do the 
clean-up 
without the 
extra boost 
and budget 
from the 
Olympics’
Pierre Rabadan, 
deputy mayor
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The German government risks having a 
€60bn hole blown in its budget when 
the country’s highest court rules on 
whether a large off-balance sheet 
 transfer broke a law restricting new 
debt issuance.

The case hinges on Germany’s consti-
tutional debt brake, which sets a tight 
limit on extra borrowing by the govern-
ment. The rule was suspended under an 
emergency “escape clause” when the 
coronavirus pandemic hit in 2020 but is 

due to come back into force next 
year. The government is accused by 
opposition politicians who launched the 
case of trying to circumvent the rule by 
using the extra debt issuance that was 
allowed during the “escape clause” in 
2021 to finance future spending that is 
not directly related to the pandemic, 
such as on renewable energy.

If the judges of the constitutional 
court in Karlsruhe rule against the gov-
ernment today, the loss of up to €60bn 
of funding capacity could force Berlin to 
ditch part of its plan to fund the coun-
try’s energy transition. 

The attraction of the new “climate 
and transformation” fund is that much 
of it does not count towards the debt 
brake calculations, which otherwise 
limit extra borrowing to 0.35 per cent of 

gross domestic product each year. Frie-
drich Heinemann, an economist at the 
Leibniz Centre for European Economic 
Research, said he expected the court to 
“at least define more narrow limits to 
off-budget debt operations and to the 

use of the debt brake’s escape clause”. 
Though any such ruling was likely to 
give the government time to adjust its 
budget plans, he added: “We cannot 
exclude that the court might even 
declare the 2021 budget unconstitu-

tional.” The ruling could also spark fur-
ther unrest in Germany’s fractious rul-
ing coalition between finance minister 
Christian Lindner’s liberal Free Demo-
crats, which fiercely defend the debt 
brake, and its partners — the Social 
Democrats of Chancellor Olaf Scholz 
and the Greens of vice-chancellor Rob-
ert Habeck.

“It goes to the heart of the tension 
within the coalition government,” said 
Salomon Fiedler, economist at German 
bank Berenberg. “The Social Democrats 
and Greens would be fine softening the 
debt brake but the FDP is more fiscally 
conservative, so their compromise was 
to use the wiggle room when it was sus-
pended to fund extra spending.”

A court setback would also leave 
Lindner in breach of his own country’s 

debt law at a time when he is calling on 
other EU countries to agree to a stricter 
set of rules than some want to govern 
their future spending and borrowing. 

Mark Hallerberg, a professor in pub-
lic management and political economy 
at the Hertie School in Berlin, said there 
was likely to be “bemusement in other 
capitals” if the ruling goes against the 
government.

MPs from the centre-right opposition 
Christian Democratic Union and its 
Bavarian sister party the CSU brought 
the case. 

They claimed the government had 
broken the debt brake rules by channel-
ling €60bn of unused issuance to tackle 
Covid-19 that was due to expire into 
another fund for climate and energy 
schemes.

RICHARD MILNE
NORDIC AND BALTIC CORRESPONDENT

Finland has accused Russia of allowing 
undocumented migrants to cross its 
eastern border, vowing action against 
what it said was a sharp increase in the 
number of arrivals.

Finland’s border guards said 39 asylum 
seekers without documents crossed 
from Russia on Monday and another 21 
yesterday morning. That compares with 
a normal weekly total of fewer than 10.

The migrants were originally from 
countries such as Iraq, Syria, Yemen and 
Turkey, the border guards said.

“The number has grown significantly 
in a short time. Russian authorities have 
changed the way they work to allow 
travel to Finland despite a lack of docu-
ments, which is illegal entry,” said Mari 
Rantanen, Finland’s interior minister.

Rantanen added yesterday that she 
would soon put forward a proposal to 
limit border crossings and centralise 
asylum applications.

The sharp increase, albeit from a low 
level, is reminiscent of the 2021 migrant 
crisis in which Belarus, a close ally of 
Russia, sent thousands of asylum seek-
ers from the Middle East and Africa into 
Lithuania, Poland and Latvia. Russia 
also did the same in 2015-16 into the far 
north of both Finland and Norway.

Petteri Orpo, Finland’s prime minis-
ter, said yesterday that it looked like a 
similar situation to 2015-16. “In that 
sense, this seems like a very conscious 
decision,” he added.

The Kremlin did not respond to a 
request for comment.

The rise in migrants comes after a gas 
pipeline and data cable between Fin-
land and Estonia were damaged last 
month. Finnish authorities claim the 
damage was caused by the anchor of a 
Chinese-registered vessel with ill-
defined links to Russia.

“There is no grand master plan from 
Russia other than at the conceptual 
level, to destabilise stuff as inexpen-
sively as possible,” said Charly Salonius-
Pasternak, a leading researcher at the 
Finnish Institute of International 
Affairs. He added that Russia’s 
approach appeared to be: “Let’s make 
life for our neighbour difficult but in a 
way that doesn’t involve the military.”

Finland became the 31st member of 
Nato in April and officials in Helsinki 
were surprised the Nordic country suf-
fered few reprisals during its application 
process to join the western defence alli-
ance. But there is a growing feeling that 
Russia is now testing Finland through 
so-called hybrid attacks, non-military 
measures that tend to have an element 
of deniability.

Finland’s border guards said that 
until recently, Russian authorities had 
not allowed travel to a Finnish crossing 
point unless people had the required 
travel documents.

Finland, which is renowned for its 
comprehensive approach to prepared-
ness, changed its laws last year as a 
result of the Belarusian migrant crisis to 
allow it to take action more quickly.

Rantanen said that Finland could 
direct asylum seekers to a specific bor-
der crossing, limit the number of cross-
ings, or close certain crossings under a 
proposal due to be issued shortly.
Additional reporting by Max Seddon

Extra borrowing

Court threatens €60bn German budget hole
Opposition MPs allege 
coalition ministers broke 
law on issuing new debt 

‘We cannot exclude 
that the court might 
even declare the 2021 
budget unconstitutional’

Hybrid attack theory

Finland claims 
Moscow sends 
migrants with 
no documents 
to its border

HARRY DEMPSEY — SINGAPORE
HENRY FOY — BRUSSELS
ANDRES SCHIPANI — NAIROBI

The incoming chair of the certification 
scheme for conflict diamonds has 
criticised a G7 plan to track and trace 
Russian diamonds, warning of the risk 
of “irreparable harm” to African 
producers.

Ahmed bin Sulayem, who this week was 
elected to take charge of the Kimberley 
Process, a multilateral body to clean up 
the diamond trade, said any proposed 
scheme “must take into account African 
diamond producing nations” such as 
Botswana, the Democratic Republic of 
Congo and South Africa.

But he warned that a Belgian proposal 
to put restrictions on the international 
trade of diamonds, which the G7 is con-
sidering adopting, “falls well short of 
this important goal”.

The EU’s chief diplomat Josep Borrell 
last week said the bloc was set to move 
ahead with a ban on Russian diamonds 
after securing sufficient backing from 
the G7 group of developed nations.

The diamond dispute is only the latest 
rift between Europe and African capi-

tals. A ministerial meeting scheduled 
for next week has been postponed after 
officials decided there was little chance 
that the two sides would agree on a joint 
communiqué containing language 
regarding Israel’s war against Hamas in 
Gaza after its attacks on October 7 and 
Russia’s war in Ukraine, according to 
three people briefed on the discussions.

The postponement follows disagree-
ment between mainly western coun-
tries, which have offered strong backing 
to Israel, and members of the global 
south that have called for a ceasefire in 
Gaza.

The Kimberley Process is the global 
body set up two decades ago to elimi-
nate trade in conflict diamonds follow-
ing a UN general assembly resolution 
due to international alarm at “blood 
diamonds” from Sierra Leone.

Western nations have grown frus-
trated by the inability of the process to 
label Russian stones as “conflict dia-
monds” since the nomenclature is 
reserved for the funding of rebel groups, 
rather than wars precipitated by gov-
ernments against other nations.

The EU has argued that a traceability 
system is required to verify the origin of 

a diamond, enabling sanctions on Rus-
sian stones to be more effective.

Four proposals had been put forward 
for a system to track and trace dia-
monds through the supply chain, which 
would pave the way for an EU ban on 
Russian stones.

Those came from Belgium, home to a 
crucial global trading hub in Antwerp; 
France with its large jewellery sector; 
India, the world’s biggest diamond cut-

ting centre; and the World Diamond 
Council, an industry body backed by De 
Beers.

Under a version of the Belgian pro-
posal seen by the Financial Times, Ant-
werp would become a “gatekeeper” to 
verify non-Russian origin diamonds 
entering G7 nations.

However, African nations are con-
cerned that they would become collat-
eral damage under such a proposal, with 
Antwerp profiting from their diamonds. 
Ministers from African diamond pro-
ducing nations have also complained 
that they have been cut out of the G7 dis-
cussions.

Sulayem went on to point out that the 
prevailing view from those African min-
isters that attended the recent Kimber-
ley Process meeting “was that the pro-
posed Belgian scheme would penalise 
African diamond producing nations, 
causing them irreparable harm”.

The African Diamond Producers 
Association, which represents 19 pro-
ducers accounting for 60 per cent of glo-
bal output, last month warned that the 
proposal would “bring supply chain dis-
ruption [and] added burden and costs” 
to mining nations.

Traceability

Conflict diamond chief hits at G7 plans to target Russian gems

Warning: Ahmed Bin Sulayem has 
backed African diamond producers

Seine. The excessive pollution was 
caused by a spell of heavy rain; which 
the new tank should help deal with.

But a second set of test events in late 
August was also scrapped even though 
there had been little rain in the days 
beforehand, leaving organisers per-
plexed as to why the water quality was 
so poor. Investigations later found a 
faulty valve had been left open, allowing 
sewage water to escape, and an auto-
matic monitoring system had failed. 

“It was disappointing, but we’re confi-
dent we can get it right in time for the 
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ened to disrupt shipping through the 
Strait of Hormuz, through which a third 
of all seaborne oil cargoes pass each day. 
However, western diplomats believe 
Tehran’s calculus is to stay on the side-
lines of the Israel-Hamas conflict.

US presence

The 3,200 extra troops Washington has 
sent to the region strengthen the already 
muscular presence the US retained to 
combat the myriad threats and support 
its regional allies.

The largest US base in the region is Al 
Udeid in Qatar but troops are also sta-
tioned in Bahrain, home to the US 
Navy’s Fifth Fleet, Kuwait, Saudi Arabia 
and the UAE.

The number of US troops in the region 
has ebbed and flowed since the 2003 
invasion of Iraq, with the contingent in 
Iraq peaking at 170,000 in 2007 before 
Washington eventually withdrew at the 
end of 2011. 

That left the estimated number of US 
troops in the Middle East at between 
40,000 and 50,000. Between 2019 and 
2020, Trump increased the military 
presence to between 60,000 and 70,000.

When Biden took office, he sought to 
de-escalate tensions, overseeing the US 
withdrawal from Afghanistan in 2021. 
The same year, the Pentagon pulled 
some of its air defences from Saudi
Arabia.

Those moves heightened a perception 
in the Arab world that the US was disen-
gaging from the region. Now, however, 
the Israel-Hamas war has forced the US 
to beef up its military assets once more.
Additional reporting by Raya Jalabi in
Beirut. Cartography by Ian Bott, Cleve 
Jones and Steven Bernard in London

to strike Israel. The Houthis claim to 
have launched at least three drone and 
missile attacks against Israel since Octo-
ber 7. The US and the Israeli military 
said they had intercepted projectiles in 
the Red Sea area fired from Yemen.

The Houthis have been engaged in
a more than eight-year war against a 
Saudi-led coalition that intervened in 
the conflict to support Yemen’s ousted 
government.

Since 2015 the rebels have launched 
hundreds of missile and drone attacks 
into Saudi Arabia. Last year they also 
struck Abu Dhabi, capital of the United 
Arab Emirates.

The Houthis, who belong to the Zaydi 
sect of Shia Islam, are less ideologically 
aligned with Iran than some of the other 
regional militant groups. But the US and 
Gulf states accuse Tehran of supplying 
the Houthis with missile and drone 
technology and providing them with 
training.

Iranian forces

In Iran, the 120,000-strong elite Islamic 
Revolutionary Guard Corps is the main 
threat to Israeli and western targets. 
The Quds force, its wing responsible for 
foreign operations, co-ordinates and 
trains Tehran’s regional proxies.

As Trump mounted his “maximum 
pressure” policy against the republic, 
the US blamed Iran for sabotaging tank-
ers in the Gulf and for a missile and 
drone attack on Saudi Arabia’s oil infra-
structure in September 2019, which 
temporarily knocked out half the king-
dom’s crude output. The guards also 
shot down a US spy drone that year.

During that period of heightened ten-
sions, Iranian hardliners often threat-

On the march: 
Yemeni recruits 
to the Houthi 
rebel militia. 
The group 
claims to have 
launched at 
least three 
drone and 
missile attacks 
against Israel 
since October 7 
Khaled Abdullah/Reuters 
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CRISTINA CRIDDLE — LONDON

Internet browsing data is being col-
lected and sold in greater detail than 
previously thought, increasing the like-
lihood that individuals’ identities can 
be ascertained from the anonymised 
information, a report has found.

Web users have for years been grouped 
by data brokers by traits such as their 
broad professional sector or interests, 
inferred from their browsing history. 
This anonymised information is then 
sold to advertisers so they can target 
specific categories, or segments, with 
personalised marketing.

An investigation by the non-profit 
Irish Council for Civil Liberties yester-
day showed the number of segments 
was greater than thought, including 
data on influential and sensitive profes-
sions that were not known to be sold on.

It found data had been put into seg-
ments used to target judges, elected offi-
cials, military personnel and “decision 
makers” working in national security.

Privacy campaigners say these more 
specific professional categories mean 
information from different data points 
can be easily combined with location 
data and time stamps to identify people.

This could be used for surveillance or 
exploited by hostile actors, they added, 
noting that the data was available for a 
broad range of companies to purchase.

“This data about political leaders, 
judges and military personnel shows 
that the [real-time bidding] industry’s 
security problem is in fact a national 
security problem too,” said Johnny 
Ryan, senior fellow at ICCL. 

Real-time bidding is the process by 
which advertising is bought and sold 
based on data segments. A document 
seen by the Financial Times showed seg-
ments marketed by US data broker Eye-
ota included decision makers in govern-
ment, national security and counter-
terrorism. They also included catego-
ries such as military personnel, military 
families, judges and elected officials.

Dun & Bradstreet, which owns Eye-
ota, said the broker “offers audience 
data segments in a privacy-compliant 

and globally consistent way” and that 
the segments were “pseudonymised, 
which means that they do not contain 
any identifiable data elements”.

Carissa Veliz, an Oxford university 
associate professor specialising in dig-
ital ethics, said that “although platforms 
claim data is anonymised, it is actually 
very hard to do in practice; you only 
need two or three data points to identify 
somebody. “Platforms know the ano-
nymisation they are doing is so fragile, 
and know what they are doing is identi-
fying sensitive information that could 
endanger people and society. Identify-
ing sensitive jobs opens those people up 
to harms like extortion or blackmail, 
which can impact democracy.” 

Google and Microsoft send data about 
users in the US and Europe to compa-
nies that then use it to buy personalised 
ad slots. This has included sending the 
data to Chinese and Russian companies. 

“To protect people’s privacy, we have 
the strictest restrictions in the industry 
on the types of data we share in real-
time bidding,” Google said.

Microsoft said: “We take these mat-
ters seriously, and we regularly evaluate 
[privacy policies] to ensure compliance 
with applicable data protection laws.”

Security concerns

Identity fears mount on detailed internet data

‘Platforms know what they 
are doing is identifying
sensitive information that 
could endanger people’

CLIVE COOKSON — LONDON

Artificial intelligence has for the first 
time outperformed conventional fore-
casting methods at predicting weather 
worldwide up to 10 days in advance.

The GraphCast AI model “marks a turn-
ing point in weather forecasting”, its 
developers at Google DeepMind said in a 
peer-reviewed paper in the journal Sci-
ence yesterday after evaluations 
showed it was more accurate than the 
world’s leading conventional system for 
predictions three to 10 days ahead, 
which is run by the European Centre for 
Medium-range Weather Forecasts. 

It outperformed the ECMWF product 
in 90 per cent of the 1,380 metrics used, 
which included temperature, pressure, 
wind speed and direction, and humidity 
at different levels of the atmosphere.

Matthew Chantry, machine-learning 
co-ordinator at ECMWF, said AI sys-
tems in meteorology had progressed 
“far sooner and more impressively than 
we expected even two years ago”. 

ECMWF, an intergovernmental body 
based in the UK, has been running live 
forecasts by AI models from Huawei 
and Nvidia as well as DeepMind along-
side its own forecasting system. 

Chantry endorsed DeepMind’s claim 
that its system was the most accurate. 
“We find GraphCast to be consistently 
more skilful than the other machine-
learning models, Pangu-Weather from 
Huawei and FourCastNet from Nvidia, 
and on lots of scores it is more accurate 
than our own forecasting system.” 

GraphCast uses a machine-learning 
architecture called graph neural net-

work, which learnt from more than 40 
years of ECMWF data about how 
weather systems develop and move. 

The inputs for its forecasts are the 
states of the atmosphere worldwide at 
the current time and six hours earlier, 
assembled by ECMWF from global 
weather observations. GraphCast pro-
duces a 10-day forecast within a minute 
on a Google TPU v4 cloud computer. 

In contrast to this data-derived “black 
box” approach, the conventional 
method used by ECMWF and the 

world’s national meteorological offices, 
known as numerical weather predic-
tion, uses supercomputers to crunch 
equations based on scientific knowledge 
of atmospheric physics; an energy-in-
tensive process that takes several hours.

“Once trained, GraphCast is tremen-
dously cheap to operate,” said Chantry. 
“We might be talking about 1,000 times 
cheaper in terms of energy consump-
tion — a miraculous improvement.”

As an example of a successful fore-
cast, DeepMind scientists mentioned 
Hurricane Lee in the north Atlantic in 
September. “GraphCast was able to pre-
dict correctly that Lee would make 
landfall in Nova Scotia nine days before 
it happened, in comparison with only 
six days for traditional approaches,” 
said Rémi Lam, lead author of the Sci-
ence paper. 

Yet AI performed no better than con-
ventional models in predicting the sud-
den explosive intensification of Hurri-
cane Otis off Mexico’s Pacific coast, 
which devastated Acapulco with little 
warning on October 25. 

The next step for ECMWF would be to 
build its own AI model and look at com-
bining that with its numerical weather 
prediction system, Chantry said. 

DeepMind model 

Google AI beats traditional weather forecasts

Better outlook:
Google DeepMind’s 
GraphCast AI 
model can provide 
faster and more 
accurate forecasts

ANDREW ENGLAND — LONDON
FELICIA SCHWARTZ — WASHINGTON  

It took just a day after Hamas’s attack on 
Israel for the US to deliver a muscular 
display of military support for the
Jewish state and a message of warning to 
its regional foes. 

In what Lloyd Austin, US defence sec-
retary, described as steps to “bolster 
regional deterrence efforts”, Washing-
ton dispatched a carrier strike group to 
the eastern Mediterranean and aug-
mented its fighter jet squadrons across 
the region.

It was the first sign that US President 
Joe Biden was concerned that the scale 
of Hamas’s October 7 assault and the 
ferocity of the retaliatory offensive on 
Hamas-run Gaza had heightened the 
risk of a broader conflict.

Hizbollah threat

Washington’s prime worry is that as 
Israel besieges and bombards Hamas-
controlled Gaza, there is the risk of a 
second front opening up on Israel’s 
northern border involving Hizbollah, 
the Iranian-backed Lebanese militant 
group.

Hizbollah fought a 34-day war with 
Israel in 2006 and is estimated to have 
20,000 to 50,000 fighters and an arsenal 
of increasingly sophisticated precision-
guided missiles, tanks, attack drones, 
artillery and small arms.

Israeli forces and Hizbollah, as well as 
Palestinian militants in Lebanon, have 
exchanged cross-border fire almost 
daily since October 7. The clashes have 
steadily intensified but so far have 
stopped short of a full-blown conflict. 
The fear, however, is that a mistake or 
miscalculation by either side takes it to a 
new level.

The Lebanese movement is only one 
of multiple threats posed to Israel and 
US troops by the so-called axis of resist-
ance of regional militant groups armed 
and supported by Iran.

Iraqi militias

Another significant US concern is the 
escalation of attacks on its troops and 
personnel from militias in Iraq. There 
are 2,000 to 2,500 US soldiers in Iraq, 
training Iraqi forces and assisting in the 
fight against Isis, the jihadi group.

A group known as the Islamic Resist-
ance of Iraq has already claimed respon-
sibility for more than 50 attacks on US 
forces in Iraq and Syria, where another 
900 troops are deployed as part of the 
fight against Isis, since October 17. 

Analysts believe the group is a front 
for Iranian-backed factions within an 
umbrella of militias known as Hashd al-
Shaabi. These powerful military and 
political forces boast tens of thousands 
of fighters and are integrated into the 
state.

Many of the Shia militias’ leaders 
have historical links to the Islamic 
republic, having lived and trained in 
Iran when Saddam Hussein, a Sunni, 
ruled Iraq. They returned to Iraq after 
the 2003 invasion, where they fought 
US-led coalition forces and became 
embroiled in sectarian violence after 
Saddam’s ousting.

The more extreme factions have a his-
tory of targeting US personnel in Iraq 
whenever there is a flare-up between 
the US and Iran, for example during 
Donald Trump’s presidency after he 
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JAMES SHOTTER — JERUSALEM

All but one of north Gaza’s hospitals 
have ceased to function, said the UN, as 
Israel’s war on Hamas deepens a 
humanitarian crisis in the enclave.

Hospitals in Gaza have gradually been 
forced to stop operating over the past 
two weeks as Israeli forces advance deep 
into the Palestinian enclave and 
severely restrict supplies of fuel, water 
and food to the besieged territory.

The health ministry in Gaza said yes-
terday that 170 Palestinians had been 
buried in the courtyard of al-Shifa hos-
pital, the biggest in the enclave, as a 
result of the “difficulty of burying them” 
elsewhere “because of the siege 
imposed on it from all sides”.

Fadel Naim, a doctor at al-Ahli, the 
only hospital still working, wrote on 
social media site X that surgery on “all 
injuries up to the moderate level” was 
being done without anaesthesia as sup-
plies were on the “verge of depletion”.

“The pain experienced by patients 
during surgical interventions without 
anaesthesia is beyond what humanity 
on this earth can endure,” Naim wrote.

The UN’s humanitarian arm said 32 
patients, including three premature 
babies, had died at al-Shifa since Satur-
day as a result of the loss of power and 
“dire conditions”.

Mohamed Abu Silmeyeh, director of 
al-Shifa, said on Saturday that medics 
were having to wrap babies in cello-
phane to keep them alive after power for 
their incubators was cut off.

Israel claims al-Shifa sits on top of 
Hamas underground infrastructure 
that it intends to destroy, and has denied 
the hospital is under siege. Doctors at al-
Shifa deny it is a military base and say 
thousands of patients, medics and civil-
ians are sheltering there.

Desperation at Gaza’s hospitals has 
been a source of tension between Israel 
and its allies, with the US, France and 
others pushing harder for restraint in 
military operations near such sites.

President Joe Biden said on Monday 
the US had raised the issue with Israel. 
Hospitals “must be protected”, he said, 
adding: “My hope and expectation is 
that there will be less intrusive action 
relative to hospitals.”

Israel bombarded Gaza and launched 
a ground invasion after Hamas carried 
out the deadliest attack on Israel last 
month, killing more than 1,200 people, 
according to Israeli officials.

Israel’s military said yesterday that 
Hamas had issued a video of a hostage 
alive, and images of what it said was her 
body after she had been killed in an 
Israeli air strike. 

The Israeli assault on Gaza had killed 
more than 11,000 people, including 
4,500 children and 3,000 women as of 
Sunday night, according to health offi-
cials in the enclave.

The Gaza health ministry said it was 
having “significant difficulties” in com-
piling the data due to communications 
blackouts in the territory and it esti-
mated that a further 3,000 citizens were 
missing or under the rubble of buildings 
destroyed in fighting. 

Meanwhile, the US and UK imposed 
sanctions on Hamas leaders as well as 
individuals and entities accused of 
financing the militant group. 

Civilian suffering

Pounding of 
Gaza leaves 
one working 
hospital in the 
north, says UN

Iran-led ‘axis of resistance’ pushes US 
to strengthen Middle East defences 
Reaction to events set in motion by October 7 Hamas assault reflects concerns of wider conflict

Sources: FT research; IISS estimates

Network of Iranian-backed militant groups in the Middle East

The US has more than 57,000 personnel in the Middle East
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withdrew in 2018 from the nuclear deal 
that Tehran signed with world powers 
and imposed sanctions on the republic. 

Militants in Syria

Numerous Iranian-backed militias 
operate in Syria, where Iran intervened 
to back President Bashar al-Assad after 
a popular 2011 uprising against his 
regime morphed into a civil war.

Rather than deploying large numbers 
of its own forces in Syria, Tehran mobi-
lised Shia militant groups, including 
Hizbollah, and Syrian and foreign mili-
tias to fight alongside Assad troops.

In doing so they set up bases in south-
ern Syria, creating another front to tar-
get Israel and the occupied Golan 
Heights. Several rockets and mortars 
have been fired into the Golan Heights.

Houthi rebels in Yemen

Further afield, Houthi rebels, who con-
trol northern Yemen, have also sought 
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whole worldview is built around a core 
of: ‘We are not America’.”

Xi has long asserted that the US is in 
decline, repeating the slogan “dong 
sheng, xi jiang” — the “east rises, the west 
falls”. China stepped up this campaign 
as tensions rose in recent years over 
technology and trade, saying its authori-
tarian model was more effective for the 
developing world, analysts said.

It has underlined that case with an 
endless stream of conventional and 
social media coverage of bad news from 
the US, with extensive reporting of high 
school shootings, banking sector woes 
and February’s derailment of a train 
carrying toxic materials in Ohio.

The purpose was to “undermine the 
general credibility of the US as an aspi-
rational place”, Bandurski said, and to 
counter any notion that “its governance 
is capable, that it’s really democratic or 
that its press is free”. 

Critics complain the western media 
also conveys a disproportionately nega-
tive image of China. But western govern-
ments’ influence is far more limited 
than that of Beijing’s state censors, who 
provide daily guidance on what to 
publish, shut down outlets that do not 

listen and jail those deemed to have 
gone too far. 

Manoj Kewalramani, author of a 
newsletter that tracks the Communist 
party’s flagship People’s Daily newspa-
per, said its portrayal of the US was an 
indicator of the health of the bilateral 
relationship. 

“Over the last five to seven years it has 
progressively gotten worse,” he said. 
“The essential argument is that Ameri-
can foreign policy is not about values or 
freedom or any of that, it is fundamen-
tally about containment.”

The party’s messaging is reflected in 
viral memes on Chinese social media 
platforms. One recent post featured a 
panda that returned to China this year 
from Memphis Zoo, where there was 
controversy over her treatment. “She 
was discriminated against because she 
was Asian,” it said.

There was evidence these campaigns 
were effective, experts said. Most young 
people only have access to an internet 
ringfenced by China’s “great firewall”, 
which blocks sites outside its borders.

Yet since China’s Covid-19 debacle last 
year, when Beijing imposed economi-
cally ruinous lockdowns before 

abruptly abandoning the policy, there 
are signs some young people are chang-
ing their minds despite the propaganda.

“Most students that I get in touch 
with, their level of unhappiness with 
China is greater than their level of 
unhappiness with the US,” said one edu-
cation consultant.

Perhaps because of the weaker-than-
expected economic recovery, China has 
begun in recent months to repair rela-
tions with the US, analysts said — which 
is where the Flying Tigers have come in. 

Washington has played along, with US 
ambassador Nicholas Burns last month 
hosting McMullen and Moyer, the 
former Flying Tigers, at a ceremony in 
Beijing.

“The governments may be different. 
But the people actually always have one 
desire and that is to live and to raise 
their families in peace,” said McMullen. 

But the relatively empty halls of the 
Flying Tigers Museum demonstrate 
how much needs to be done to restore 
good relations. There used to be “bus-
loads of tourists”, said the museum’s 
caretaker, estimating up to 70,000 for-
eign visitors a year before Covid. “Now 
there are only 10 to 20 per month.”

Global rivalry. Presidents’ meeting

Xi invokes Flying Tigers ahead of Biden talks

JOE LEAHY AND SUN YU — CHONGQING  
CORBIN DUNCAN — LONDON

Perched in a former leather workshop 
overlooking the Jialing river in China’s 
mountainous western metropolis of 
Chongqing, the Flying Tigers Museum 
retells what is still a high point in US-
China relations. 

Here the story of the US and Chinese 
pilots who together defended China’s 
Nationalist government against the Jap-
anese during the second world war is 
commemorated through exhibits of 
their flight jackets and portraits of their 
P-40 fighters, with distinctive shark 
grin livery.

“This museum shows that united we 
can achieve much more,” said Richard, a 
tourist from Shandong province who 
only wanted to be identified by one 
name, of the lessons of the episode for 
US-China relations. 

It is a message being pushed by Bei-
jing’s propagandists as they prepare for 
an expected meeting today between 
China’s President Xi Jinping and his US 
counterpart Joe Biden on the sidelines of 
the Asia-Pacific Economic Cooperation 
forum in San Francisco. 

After years of portraying the US as a 
hegemon in terminal decline — espe-
cially during the coronavirus pandemic, 
when bilateral relations plumbed new 
lows — China’s state media has recently 
revisited the story of the “spirit of the 
Flying Tigers” to set the tone for reviv-
ing dialogue with Washington. 

“China-US relations need ‘a new gen-
eration of Flying Tigers’,” Xi said in a let-
ter in September to former US pilots 
Harry Moyer and Mel McMullen, survi-
vors of the volunteer force that helped 
defend Chongqing, the former National-
ist government’s wartime capital.

But analysts said the warmer message 
did not signal a change in the Commu-
nist party’s narrative of China’s inevita-
ble rise and the US’s decline.

“There is that tension there — below 
this talk of people-to-people relation-
ships, the Flying Tigers . . . this other 
propaganda still continues,” said David 
Bandurski, director of the China Media 
Project research group. “In fact, this 

Putting spotlight on US-China 

co-operation in second world 

war is a rare change of tone 

Fighting spirit: 
pilots wearing 
parachute packs 
walk in front of 
their Flying 
Tiger fighter 
planes in China 
during the 
conflict with 
Japan, in 1941
Corbis/Getty Images

H ome to a tiny population and a large rainfor-
est, Suriname was famous as one of only three 
countries in the world that absorb more car-
bon dioxide from the Earth’s atmosphere 
than they emit. Now the South American 

nation is well-known for a different reason.
French oil company Total has discovered nearly 700mn 

barrels of oil offshore and is evaluating a $9bn investment, 
which would turn Suriname into a significant oil producer.

Far from lamenting paradise lost, Suriname’s citizens 
took to social media to rejoice. “You can imagine the 
mood,” Chan Santokhi, the former Dutch colony’s presi-
dent, told the Financial Times. “Finally . . . people have 
hope, there is a bright future for everyone.”

Suriname exemplifies a trend. Latin America may be 
one of the world’s best regions for producing green energy, 
thanks to abundant hydro, solar and wind reserves, but it 
is instead fast building up fossil fuel production.

Kingsmill Bond, an analyst at US clean energy non-profit 
RMI, laments that “people are doing it simply because they 
have yet to break out of the 20th century mindset of think-
ing that fossil fuels are the route to riches” — though he 
concedes that low-cost oil and gas can still make sense.

Suriname’s neighbour Guyana is beginning an offshore 
oil boom that will make the country of 800,000 a top-20 
global oil producer by 2026. Its gross domestic product 
would expand 37 per cent this year, the IMF predicted.

To the east, Brazil hopes the same geology that is making 
Guyana and Suriname rich will deliver wealth in its territo-
rial waters. Fernando Haddad, finance minister, was in 
New York in September looking for green energy invest-
ment, but state oil group 
Petrobras has pledged to 
invest more than 80 per 
cent of its $78bn of capital 
expenditure over five 
years in oil and gas explo-
ration, and much of the 
rest in refining.

New fields off the 
mouth of the Amazon 
could help Brazil reach a government target of becoming 
the world’s fourth-largest oil producer by 2029.

Francisco Monaldi, a Latin America energy expert at 
Rice University in Houston, pointed out that if oil demand 
plateaued in the next few years and then declined slowly, 
as some scenarios indicate, the world would still need 
Latin America’s oil. Since many projects have lower costs 
and carbon intensity than the global average, “I don’t see 
this as a total contradiction,” he said.

Further south, Argentina is expanding shale oil and gas 
production from its Vaca Muerta deposit in Patagonia, and 
the International Energy Agency predicts record output of 
more than 1mn barrels per day in 2028.

Venezuela, with the world’s biggest crude reserves, is 
reversing years of declining production, thanks to a partial 
easing of US sanctions. It pumped 747,000 barrels per day 
in the three months to the end of August, up a third from 
two years ago. Washington’s decision in October to lift all 
sanctions for six months could push Venezuela’s produc-
tion over 1mn bpd, and perhaps to 1.3mn bpd in a year if 
the relief is maintained, according to insiders.

Treading a different path is Colombia, Latin America’s 
third-biggest oil producer. Production there is declining 
and rather than encouraging drilling, leftwing president 
Gustavo Petro has increased oil taxes and banned new 
exploration contracts to wean the country off fossil fuels. 

The shift might matter less if Colombia were building up 
its renewable energy industry quickly. But in May, Italy’s 
Enel abandoned a wind farm project in La Guajira after 
years of protests by local communities.

The debacle illustrates a problem dogging renewable 
energy projects in Latin America: political risk. It may help 
explain why this year only half the energy investment in 
the region is going to renewables.

“Latin America needs much better institutions and reg-
ulation to manage renewable energy projects,” said 
Monaldi. “Oil and gas may be high-risk, but the returns are 
super high . . . Nobody is going to build a wind farm in 
Venezuela.”

michael.stott@ft.com
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KATHRIN HILLE — TAIPEI

The US is rushing to strengthen Tai-
wan’s defences against a potential Chi-
nese attack, including by training its 
troops, Taipei’s top national security 
official has said in remarks likely to 
anger Beijing as Xi Jinping prepares for a 
summit with President Joe Biden.

Washington’s security co-operation 
with Taiwan covered “all aspects”, said 
Wellington Koo, secretary-general of 
President Tsai Ing-wen’s National Secu-
rity Council, in a briefing with foreign 
journalists yesterday. “They are not just 
discussing it with us but taking action.

“[Our] relationship on these security 

issues is so close, but we must keep a low 
profile,” said Koo. “I can only say, they 
are using all possible ways to help us, no 
matter if it’s in training or the build-up 
of asymmetric fighting capabilities.”

Taipei’s public confirmation of Wash-
ington’s urgent help and the reference to 
training Taiwanese forces could create 
additional friction when Biden meets Xi 
at the Asia-Pacific Economic Coopera-
tion forum in San Francisco today.

US law commits Washington to help-
ing Taipei defend itself against military 
threats from Beijing, and it has long pro-
vided training for individual members 
of Taiwan’s armed forces, such as F-16 
pilots. Taipei has not previously 
acknowledged publicly Washington’s 
expansion of its assistance, including 
the training of entire battalions from 
Taiwan’s ground forces in the US.

China claims Taiwan as part of its ter-

ritory and has threatened to take it by 
force if Taipei resists unification indefi-
nitely. Over the past few years, Beijing 
has mounted a growing military intimi-
dation campaign against the country 
and accused the US of meddling in what 
it believes is a domestic issue.

Xie Feng, China’s ambassador to the 
US, said last week that the superpowers 
needed to manage their differences and 
“properly handle the Taiwan issue”.

But Koo said there was no room for 
compromise. “The Chinese side will of 
course not make any concessions [over 
Taiwan]. But the US cannot make any 
concessions to China on it either 
because it is a core interest to the US.”

Koo’s rare public remarks underline 
how vital US support is for Taiwan, 
especially as the latter prepares for pres-
idential elections in January. Some Tai-
wanese observers have warned there is a 

risk the Biden administration will seek 
to reassure Beijing by toning down sup-
port for Taipei, or that candidates in 
next year’s US presidential election will 
use Taiwan to provoke China.

“Next year is a year of uncertainty,” 
Koo said, citing Beijing’s reaction to Tai-
wan’s presidential vote, the Israel-Ha-
mas war, the war in Ukraine and the US 
elections. He said China was certain to 
increase the pressure if Taiwan’s elec-
tion was won by Lai Ching-te, vice-presi-
dent and candidate of the ruling Demo-
cratic Progressive party. The Chinese 
Communist party has already 
denounced Lai as a separatist.

“I don’t think that China is already 
prepared to take military action against 
us after the election results come out on 
January 13,” Koo said. “We have not seen 
that they are making preparations or 
have the capability for that yet.”

China tension 

Taiwan reveals extent of US backing
Military assistance covers 
‘all aspects’, according to 
top Taipei security official

‘They are 
using all 
possible 
ways to 
help us, no 
matter if it’s 
in training 
or the 
build-up of 
asymmetric 
fighting 
capabilities’

DEMETRI SEVASTOPULO — WASHINGTON

China has agreed to crack down on 
companies exporting chemicals that 
make fentanyl, a deadly synthetic opi-
oid, in a deal that will be sealed when 
Joe Biden and Xi Jinping meet today, 
said people familiar with the talks.

The deal, expected to be among several 
to emerge from the summit in San Fran-
cisco, would mark a significant achieve-
ment for US President Biden, who has 
sought to tackle the proliferation of fen-
tanyl, a drug 50 times more potent than 
heroin, which has been linked to hun-
dreds of thousands of deaths in the US.

Biden and China’s President Xi are set 
to meet for four hours ahead of the Asia-
Pacific Economic Cooperation forum. 
They are expected to discuss issues 
including tensions over Taiwan, China’s 
coercive behaviour in the South China 
Sea and Beijing’s concerns about US 
export controls aimed at slowing the 
modernisation of its military.

The leaders are also expected to agree 
to reopen military communication 
channels that Beijing shut after then-US 

House Speaker Nancy Pelosi visited Tai-
wan in August last year.

The Pentagon has pushed to reopen 
those channels amid mounting US con-
cerns about risky behaviour by Chinese 
fighter jets coming close to surveillance 
aircraft flown by the US and its allies 
over the South China Sea.

The summit marks Xi’s first US visit 

since April 2017, when he met then-
president Donald Trump in Florida.

US and Chinese officials are putting 
the final touches on the fentanyl agree-
ment, which the US hopes will stem the 
flow of precursor chemicals to Mexico, 
where drug cartels make the opioid.

Beijing previously cracked down on 
the manufacture and export of fentanyl 
but Chinese companies responded by 
selling the precursor chemicals to Mex-

ico. The US Treasury last month 
imposed sanctions on 25 Chinese indi-
viduals and entities in an effort to dis-
rupt what it alleged was a network 
involved in making and distributing 
fentanyl, methamphetamine and ingre-
dients to make ecstasy.

The justice department also unsealed 
eight indictments against Chinese com-
panies and executives allegedly linked 
to the drug trade.

Beijing had refused to limit the trade 
of precursor chemicals, which also have 
legitimate uses, as the US has refused to 
lift sanctions imposed under Trump on 
a Chinese police institute connected to a 
counter-narcotics laboratory.

The fentanyl agreement would be a 
victory for Biden, who has made tack-
ling the opioid crisis a priority as he 
gears up for a presidential election next 
year in which he is likely to face Trump 
again.

News of the agreement on fentanyl 
precursor exports was first reported by 
Bloomberg. The White House and the 
Chinese embassy in Washington did not 
respond to requests for comment.

Bilateral deal

Beijing agrees curbs on fentanyl ingredients

Border haul: drugs 
made in Mexico 
using Chinese 
fentanyl 
precursors are 
smuggled into US

KENZA BRYAN — LONDON

Global greenhouse gas emissions are 
rising inexorably to put the world on 
course for a near 9 per cent rise by 2030 
from 2010 levels, a UN body that is the 
world’s leading authority has reported.

While the rise projected by the Intergov-
ernmental Panel on Climate Change is 
slightly better than the 11 per cent in last 
year’s assessment, it remains vastly 
short of the 45 per cent cut needed to 
limit warming to the 1.5C goal set as part 
of the Paris Agreement.

“The world’s failing to get to grips with 
the climate crisis” and national pled ges 
were “strikingly misaligned with the sci-
ence”, UN secretary-general António 
Guterres said of the analysis showing 
global climate commitments put emis-
sions on track to rise this decade.

“Inch by inch progress will not do,” 
Guterres said, calling for a “climate 
ambition supernova” in every country, 
city and sector. Developed countries 
should aim to hit net zero in 2040, and 
emerging economies as close as possible 
to 2050, he added. 

The report was produced ahead of the 
UN COP28 climate summit in Dubai 
later this month, where countries will be 
pushed to agree to limit global warming 
amid rising geopolitical tensions. 

Temperatures have already risen by 
at least 1.1C, the UN has found.

The 2015 Paris Agreement included a 
mechanism under which countries 

agreed to set progressively more ambi-
tious targets to limit climate change. 

The top seven emitters, led by China, 
the US, India, the EU, Indonesia, Russia 
and Brazil, account for about half of glo-
bal emissions. But few big emitters have 
submitted meaningful updates to their 
nationally determined contributions 
since the Glasgow UN summit in 2021. 

UN analysis of nationally determined 
contributions cast a further poor light 

on the progress by most developed 
nations. Simon Stiell, head of the UN 
Framework Convention on Climate 
Change, said governments were “taking 
baby steps to avert the climate crisis”.

Those failing to improve goals in the 
past year include COP28 host the United 
Arab Emirates, which said it would cut 
its emissions by 19 per cent from 2019 
levels, yet experts at the Climate Action 
Tracker group have said this remains 
“insufficient”.

Under the leadership of Brazil’s presi-
dent Luiz Inácio Lula da Silva, the coun-
try submitted a commitment earlier 
this month, after the cut-off for the UN 
analysis, to cut emissions by 53 per cent 
by 2030 compared with 2005. 

The UK has not increased its target 
goals since 2020, and the US has not sub-
mitted an update since President Joe 
Biden’s stronger commitment in 2021. 

The UNFCCC’s Stiell set out a wishlist 
for COP28 to agree on the tripling of 
renewable energy and doubling energy 
efficiency, as well as financing for a fund 
to aid vulnerable nations.
Additional reporting by Attracta Mooney

Greenhouse gases

UN predicts 9% rise in emissions by 2030

Governments are
‘taking baby steps to
avert the climate crisis’
Simon Stiell, UNFCCC
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I n April, a month after Japan’s big-
gest sex abuse scandal in the enter-
tainment industry came to light, 
the talent agency under question 
belatedly established a whistle-

blower hotline that would allow victims 
to come forward. 

The hotline, however, had a major 
flaw. It was only open to employees of 
Johnny & Associates, meaning the hun-
dreds of self-employed young male 
entertainers who may have been abused 
by its late founder Johnny Kitagawa 
were not eligible to use the new mecha-
nism to report their complaints.

This lack of an operational hotline is 
just one of many serious shortcomings 
in internal controls that allowed Kita-
gawa, a pioneer of the Asian boy band 
genre who died in 2019, to engage in sex-
ual abuse since allegations first emerged 
in the 1950s, according to a panel of 
external experts that was commis-
sioned by the agency. 

But the Johnny incident as well as a 
series of other recent corporate scan-
dals have laid bare the broader weak-
ness of legal protections for whistle-
blowers in Japan, resulting in victims 
suffering in silence and corporate mis-
conduct being overlooked for much 
longer than it should have been. 

The continued absence of several 
safeguards that are available in the US 
and Europe contrasts with the pitches 

 Japan seeks to strengthen its protection of whistleblowers

Masato Nakamura, a lawyer and expert 
on whistleblower protections. 

Under the revised law, the consumer 
affairs agency can issue mild adminis-
trative measures against companies 
that do not set up internal reporting 
mechanisms. The agency used its newly 
found mandate in September against 
Bigmotor, a chain of used car dealer-
ships and repair shops, which recently 
admitted to inflating insurance claims 
by intentionally damaging cars brought 
in for servicing. The administrative 
order to report improvement measures 
came after a panel of external experts 
found the company had previously cov-
ered up a complaint made by repair staff 
to conceal its misconduct. 

Still, Toshihiro Okuyama, professor at 
Sophia University, says the agency could 
exert more pressure on companies if it 
could carry out measures such as on-site 
inspections. 

Under the existing framework, the 
only financial penalties that can be 
imposed are against individuals who 
leak confidential information on the 
whistleblower, but the sanctions do not 
extend to the company as a whole. 

“The reality is that there were hardly 
any cases where the Whistleblowers 
Protection Act was actually used,” 
Okuyama said. 

One potential silver lining is that 
there is room to make further legal 
changes on penalties for retaliation as 
the 2020 act is finalised in the next two 
years. In 2018, Keidanren, Japan’s most 
influential business lobby group, 
resisted introducing penalties against 
companies to strengthen whistleblower 
protections. That stance might be 
harder to maintain if Kishida’s adminis-
tration prioritises improving corporate 
governance and transparency.

kana.inagaki@ft.com
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by Japanese companies to foreign inves-
tors that cite improved corporate gov-
ernance as a reason to invest more 
money in the country. 

However, the issue is rising up the 
agenda. Yutaka Arai, the commissioner 
for Japan’s consumer affairs agency, last 
week announced that it would conduct a 
hearing of 10,000 firms to investigate 
whether they had proper grievance 
mechanisms in place. 

Japan revised its Whistleblowers Pro-
tection Act in 2020, which expanded the 
scope of who qualifies as a whistle-
blower and mandated companies with 
more than 300 employees to set up 
internal reporting channels. The 
changes were important but lawyers say 
the reforms do not go far enough.

First, the definition of a whistleblower 
remains narrow. While the scope
was expanded to 
include former 
employees and 
directors, it ex-
cludes the self-em-
ployed and fami-
lies of employees as 
well as contract-
ors and suppliers, 
which are all part of the EU’s rules. 

Second, there are no criminal or 
administrative penalties against com-
panies that retaliate against whistle-
blowers by firing or demoting individu-
als who report complaints. There are 
also no financial rewards for individuals 
who come forward as is the case in the 
US or South Korea. Those who face 
retaliation can take the case to court but 
the process is time-consuming and the 
burden falls on the whistleblowers to 
gather evidence. As a result, the risks for 
employees often outweigh the benefits 
of reporting corporate misconduct. 

“Even with the revision, it hasn’t 
become easier to blow the whistle,” said 

‘The reality is that there 
were hardly any cases 
where the Whistleblowers 
Protection Act was 
actually used’

RACHEL MILLARD

Ørsted has overhauled its top manage-
ment as the world’s largest offshore 
wind developer attempts to restore 
investors’ confidence after abandoning 
projects in the US and slashing the 
value of its portfolio.

The Danish group said yesterday that 
Daniel Lerup, finance chief, and Richard 
Hunter, chief operating officer, were 
leaving with immediate effect. Mads 
Nipper, who has been Ørsted’s chief 
executive since 2021, said the company 
required “new and different capabili-
ties”.

Following the shake-up, Rasmus 
Errboe, chief executive of its European 
business, will serve as interim finance 
chief. Andrew Brown, a member of 
Ørsted’s board, will be interim chief 
operating officer.

Developers of offshore wind power, 
which has been hailed as part of the 
answer to   global warming, have over 
the past two years been hit by the surge 
in inflation, technological and supply 
chain issues and reticence by govern-
ments in the US and Europe to revise 
agreements that no longer cover the full 
cost of projects.

America’s embryonic industry, where 
Ørsted is the biggest player, is facing 
particularly acute challenges.

Analysts at RBC welcomed the man-
agement changes, noting that “a diffi-
cult period for Ørsted has culminated in 
the company taking a new direction 
with two senior members of the man-
agement team”.

Nipper acknowledged this month that 
the writedowns would damage inves-
tors’ confidence. Rating agency S&P 
subsequently put the group’s long-term 
rating on credit watch negative. 

Separately, Ørsted this week pulled 
out of offshore wind developments in 
Norway as it sought to rationalise its 
portfolio, Reuters reported.

Ørsted is particularly exposed to the 
US, where it expanded aggressively as it 
sought to transform itself from an oil 
and gas company into a big renewable 
energy company.

Shares in the group, which is majority 
owned by the Danish government, have 
tumbled more than 50 per cent this year 
but closed up 6.4 per cent yesterday.

The company is expected to decide 
later this year whether to give the final 
go-ahead to its major offshore wind 
project in the North Sea. 
Hedge funds reap profits See Markets 

Ørsted rejigs 
executive team 
after shelving 
US projects

Undermined Braskem faces legal action after the exodus of 55,000 people from a Brazilian city where it extracted salt y COMPANIES
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MICHAEL POOLER — SÃO PAULO

Brazilian cosmetics company Natura 
has agreed to sell The Body Shop to 
private equity firm Aurelius, after 
struggling to revive the UK retailer’s 
fortunes.

The deal gives the company an enter-
prise value of £207mn, Natura said, a 
fraction of the €1bn it paid to acquire 
the business from L’Oréal in 2017. 

For $3.9bn-valued Natura, the 
divestment represents another step in 
a retreat from its global ambitions. 
The São Paulo-based group went on 
an international expansion drive in 
the previous decade, buying up The 
Body Shop and then door-to-door 
seller Avon Products for $2bn in 2019.

Founded in 1976 by the late Anita 
Roddick and her husband Gordon, 
The Body Shop was among the first 
companies to promote ethical

consumerism, which said business 
could be a force for good. The Body 
Shop now has about 2,500 shops in 
more than 70 countries and sells 
products that have not been tested on 
animals and are increasingly vegan. 

Aurelius specialises in turning 
around unloved businesses carved 
out of corporates or companies facing 
operational difficulties. 

“The Body Shop is a business many 
of us grew up with,” said Tristan 
Nagler, an Aurelius partner. “There is 
an opportunity to put it on its own two 
feet and return it to its former glory.”

Aurelius is betting that it can 
improve the performance of a busi-
ness that has had to contend with 
other companies catching up with its 
once-unique ethical messaging. 

After a couple of years of improved 
performance, The Body Shop’s finan-
cial figures once again disappointed 
investors and analysts in 2022.

The retailer’s declining sales

continued in the third quarter, falling 
13 per cent in constant currency 
terms to R$830mn ($170mn). Core 
profits took a hit from restructuring 
costs, with earnings before interest, 
tax, depreciation and amortisation 
down two-fifths to R$62mn.

Nagler said Aurelius sees an oppor-
tunity to build out The Body Shop’s 
online presence, an area where the 
beauty market has not been as quick 
as other industries to generate sales. 

Natura’s ownership of The Body 
Shop and Avon turned it into the 
world’s fourth-largest pure-play 
beauty company. But attempts to 
revive the fading marques faltered. 

A chief executive appointed last 
year, former banker Fabio Barbosa, 
has embarked on a turnaround effort 
as management looks to cut its debt 
levels, including offloading Australian 
beauty outfit Aesop to L’Oréal this 
year on an enterprise value of $2.5bn. 
See Lex

Brand value Natura agrees £200mn sale of 
ethical trailblazer The Body Shop to Aurelius

A UK outlet of The Body Shop. Buyout group Aurelius aims to restore the brand’s ‘former glory’ — Jason Alden/Bloomberg

“With the financial markets and over-
all economy struggling to find footing 
throughout the year, most business seg-
ments remain under pressure to keep 
pay costs down,” Johnson said.

The likes of Goldman Sachs and 
JPMorgan Chase have seen their invest-
ment banking and trading revenues fall 
this year, leaving them with less cash to 
pay staff. The big banks have also been 
balancing a need to rein in costs with a 
desire to keep top performers happy, 
with strong competition for talent from 
rivals, hedge funds and private equity. 

While work on mergers and acquisi-
tions and debt underwriting remains 
subdued, bankers in equity capital mar-
kets are in line for an increase in 
bonuses after several high-profile initial 
public offerings, including German san-
dal maker Birkenstock and tech groups 
Instacart and Arm. 

But while bankers had hoped the list-
ings would help encourage more com-
panies to go public in 2024, the stocks 
have struggled since listing. 

Bankers working in wealth manage-
ment, an area where all large banks are 
trying to grow, are set to see their 
bonuses rise this year, according to 
Johnson Associates.

Among traders, Michael Karp, a top 
Wall Street recruiter and head of 
Options Group, said fixed-income desks 
were likely to see the biggest bonuses. 

Pay at hedge funds is hovering 
between slight increases or slight 
decreases depending on the firm, John-
son Associates estimated.

Pay at large and medium-sized pri-
vate equity firms is expected to be an 
outlier in not seeing declines. But John-
son Associates did not include so-called 
carried interest payments that deal-
makers earn as incentive fees from the 
sale of successful investments. These 
will drop substantially in 2023 as the 
environment for deals has cooled.

Wall Street’s 
annual staff 
bonuses set to 
shrink again
3 Drop of 25% likely for some this year
3 Dealmaking well below 2021’s peak

BY JOSHUA FRANKLIN, STEPHEN GANDEL 
AND ANTOINE GARA  — NEW YORK

Wall Street bonuses are set to fall this 
year by as much as 25 per cent, as invest-
ment bankers and money managers feel 
the pinch from rising interest rates that 
have damped dealmaking activity and 
curtailed new stock market listings. 

An analysis by New York-based pay 
consultancy Johnson Associates showed 
that 2023 bonuses across most of Wall 
Street — from investment banking advi-
sory work to sales and trading and pri-
vate equity — will on average be down or 
flat compared with a year earlier. “Most 
Wall Street professionals will have to 
wait another year for a rebound in year-
end bonuses,” Alan Johnson, who runs 
the consultancy, said yesterday.

Pay on Wall Street ballooned in 2021 
as low interest rates, government stimu-
lus programmes and volatile financial 
markets propelled bonuses to record 
levels. Global dealmaking is currently 
languishing at a 10-year low. 

But bonuses fell 26 per cent in 2022 to 
an average of $176,000 across all finan-
cial services employees in New York — 
the biggest annual drop in year-end 
incentive pay since the financial crisis — 
according to data from the state’s comp-
troller’s office. On Wall Street, the 
majority of employees’ pay typically 
comes from year-end bonuses that ebb 
and flow with companies’ profits.

Johnson Associates estimated that 
2024 would be “another challenging 
year” for Wall Street due to the lingering 
impact of higher interest rates and con-
tinued geopolitical tensions. 

Pay at large and medium-
sized private equity firms 
is expected to be an outlier 
in not seeing declines
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SIMEON KERR — DUBAI 
SYLVIA PFEIFER — LONDON

Emirates has ruled out buying Airbus 
A350-1000 jets until durability issues 
on its Rolls-Royce engine are ironed 
out.

Sir Tim Clark, president of the Dubai-
based airline, said the fuel-efficient 
engine did not meet the carrier’s main-
tenance requirements. 

“We don’t buy aeroplanes that are 
defective,” he said at the Dubai Air Show 
yesterday.

If Rolls-Royce made technical

adjustments to allow it to operate better 
in Emirates’ hot, dusty base, the airline 
would consider purchasing up to 50 of 
the aircraft. 

“Rolls-Royce knows what we want it 
to do, and it would then re-enter the mix 
of assessment for our fleet plan.” 

Rolls-Royce defended its engine, 
rejecting the suggestion that it was 
“defective”. 

Rob Watson, president of civil aero-
space at Rolls-Royce, said: “The Trent 
XWB engine family is the most efficient, 
most reliable large gas turbine that is 
out in the market today.” 

The company had “just closed a deal 
this morning”. 

Watson acknowledged, however, that 
the company’s largest engine, the Trent 
97-XWB, faced durability issues in hot, 
dusty climates. 

“What we are all seeing [across the 
industry] when these engines operate in 
hot sandy environments is that the 
durability is less good than in benign 
environments.” 

Rival Pratt & Whitney’s latest-genera-
tion engine has encountered similar 
durability challenges in recent months. 

Rolls-Royce was looking to insert 

some technology upgrades into the 
existing fleet of engines to help them 
cope better with hotter climates, 
Watson said. 

Christian Scherer, Airbus chief com-
mercial officer, earlier yesterday said 
that the Rolls-Royce engine was “per-
fectly fine” and “operated by many cus-
tomers around the world”. 

Separately, Clark said Emirates had 
not seen a significant operational 
impact from the war in Gaza as flight 
demand has generated record results 
for the carrier.

Emirates, he said, had absorbed the 

impact of cancelling its Tel Aviv-Dubai 
route in the wake of the October 7 
attacks by shifting capacity to other seg-
ments. The route had been “the fastest-
growing city pair” he had seen in his 
career.

The airline, launched by the Dubai 
government in 1985, has become accus-
tomed to geopolitical issues in its neigh-
bourhood, including conflicts in Iraq, 
Syria, Lebanon and Yemen. 

“I won’t belittle what has hap-
pened . . . but we will work around it,” 
he said.

Clark downplayed the threat posed

by growing regional competition to 
Emirates’ leading position among Gulf 
carriers. 

He said that the airline had managed 
to grow despite the emergence of rivals 
in Turkey, Qatar and Abu Dhabi. The 
latest entrant is Riyadh Air, a Saudi car-
rier launched as part of the country’s 
economic diversification plans.

“They have all fallen back on to the 
essence of the model we have con-
structed here,” he said. “Dubai remains 
an enormously powerful magnet and 
continues to grow. There is lots of activ-
ity in Dubai and Abu Dhabi.”

Aerospace & defence

Emirates rules out Airbus A350 purchases until Rolls-Royce resolves engine durability issues

demerger would create separate Glen-
core coal and metals companies, which 
the group says will create more value for 
shareholders of both businesses.

The coal deal marks the end of Glen-
core’s fractious pursuit of Teck, which 
began in April when it made an unsolic-
ited $23bn bid for all of the company. 

The decision to return to the coal 
business underlines Glencore chief 
executive Gary Nagle’s conviction that 
the polluting fossil fuel still has a signifi-
cant role to play in meeting the world’s 
energy and infrastructure needs.

Glencore has agreed to pay $6.9bn in 
cash for a 77 per cent stake in Teck’s coal 
business that supplies the steel industry. 
Japan’s Nippon Steel and South Korea’s 

Posco will own the rest. A revival in coal 
prices sent Glencore’s shares to a record 
high late last year and delivered big 
profits for the London-listed company.

The company’s shares rose 4.5 per 
cent in London yesterday. 

During its pursuit Glencore had set 
out plans to spin off Teck and its own 
coal unit into a separate company.

Glencore reiterated that it intended to 
demerge the combined business within 
24 months of the Teck deal closing, after 
having reduced Glencore’s net debt.

Following the spin-off, which would 
require shareholder approval, Glencore 
intends to list the enlarged coal business 
in New York with secondary listings in 
Toronto and Johannesburg. Glencore’s 

vast metals operations would remain 
listed in London.

The Teck acquisition hands Glencore 
coveted assets including four metallur-
gical coal mines in British Columbia, 
which it will combine with its own ther-
mal and metallurgical coal mines in 
Australia, Colombia and South Africa.

Justin Hance, a portfolio manager at 
Harris Associates, Glencore’s 13th larg-
est shareholder, said the proposed 
demerger of the enlarged coal business 
would create value “by highlighting 
focus on the company’s high-quality 
metals business”.

Rory Kutisker-Jacobson, a portfolio 
manager at Allan Gray, a South African 
asset manager and top-30 shareholder, 

HARRY DEMPSEY AND TOM WILSON 
SINGAPORE AND HARRIET AGNEW 
LONDON

Glencore has set the clock ticking on a 
break-up of its commodities business 
after clinching a $9bn deal for the coal 
division of Canada’s Teck Resources.

The Swiss mining and trading house 
said yesterday it planned to merge 
Teck’s steelmaking coal business with 
its own coal assets before spinning off 
the combined unit within two years of 
completing the acquisition. Such a 

Miner plans to merge coal 
assets before spinning
off combined division

OLIVER BARNES  
LEISURE INDUSTRIES CORRESPONDENT

Over the course of more than two dec-
ades with ESPN, anchor Scott Van Pelt 
has endeared himself to viewers by 
commentating on the 18th hole at the 
US Masters golf tournament and deliv-
ering breaking news on the broad-
caster’s flagship SportsCenter show. 

In an advert released to promote yes-
terday’s launch of ESPN Bet, the Disney-
owned sport network’s betting venture 
with casino group Penn Entertainment, 
Van Pelt, known as SVP, pumps his fist 
as a notification flashes up on his phone 
declaring him a “winner!”

The 15-second commercial is a 
glimpse into why Penn agreed to pay 
ESPN $150mn a year to secure a 10-year 
licensing deal, wagering its broadcast 
stars and 200mn-strong monthly audi-
ence will help crack the duopoly of 
DraftKings and FanDuel, which control 
more than two-thirds of the $9bn US 
online sports betting market.

“People that think this battle has been 
fought and won are way ahead of where I 
think the market is,” said Steve Born-
stein, ESPN’s former chief executive 
who runs betting data group Genius 
Sports’ North America unit. “Obviously 
there are some very dominant play-
ers . . . but we’re still in the go-go growth 
stage, the market is not calcified.” 

For ESPN, Penn offers expertise in the 
gambling sector and the technology to 
power the new app, which the casino 
group acquired in its $2bn takeover of 
Canadian gaming app theScore in 2021. 
Penn also operates more than 40 bricks-
and-mortar casinos.

Penn will pump an additional $150mn 
a year into marketing ESPN Bet, which 
is launching in 17 states.

ESPN Bet is not the only latecomer 
hoping to break into a market that has 
consolidated in the five years since the 
US Supreme Court overturned a 1992 
law banning sports betting. In August, 
sports merchandise company Fanatics 
launched its betting app in four states, 
hoping an offer of a free sports jersey 
after betting $50 would attract fans. 

But “first-mover advantage”, com-
bined with the fine-tuned technology 
used by DraftKings and FanDuel, mean 
“it’s going to be pretty difficult for any 
other companies to break 10 per cent 
market share”, predicted Chad Beynon, 
a gaming industry analyst at Macquarie 
Group. In the 26 US states, as well as 
Washington DC, where sports betting is 
legal, companies that have launched 
even just months after the legalisation 
date found it “incredibly difficult to 
acquire customers”, noted Beynon. 

Since the start of the NFL season, 
Fanatics and its sister app PointsBet, 
which the sports merchandise group 
acquired for $150mn this year, have 

Disney-owned group’s app 

joint venture launches despite 

losing ‘first mover’ advantage

nificant market share. ESPN Bet “needs 
to come out of the gates firing”, said 
Bernie McTernan, a senior analyst with 
Needham & Co. The deal also grants 
ESPN the ability to eventually become a 
significant shareholder in Penn.

In investor meetings, Penn and ESPN 
executives have talked up a Jefferies 
survey of more than 1,400 casual sports 
bettors, which showed that 53 per cent 
were open to trying ESPN Bet and 25 per 
cent expected to make it their primary 
betting platform, according to people 
familiar with the matter. 

Yesterday, Penn was to send a prompt 
to the 2mn customers on its Barstool 
sportsbook to download the ESPN Bet 
app. But the bigger hope is that the app 
will appeal to ESPN users who use the 
sport networks to check scores but 
“have to leave ESPN’s ecosystem” to bet, 
Jay Snowden, Penn’s chief executive, 
said at a launch event this month. 

Snowden has previously pointed to 
the success of the UK’s Sky Bet, which 
uses broadcaster Sky Sports’ brand 
identity and now has the same parent 
company as FanDuel, as a blueprint for 
ESPN Bet. “There’s only one worldwide 
leader in sports, so this was the opportu-
nity of the century,” said Snowden. 

ESPN Bet branding will be rolled out 
across ESPN’s TV shows in the coming 
months. On the app, ESPN’s hosts, such 
as Van Pelt, will recommend bets. 

Since sports betting was legalised, 
Disney has toyed with the idea of 
launching an ESPN betting brand as a 
means of returning the broadcaster, 
which generates $2.9bn in annual prof-
its, to growth, but chief executive Bob 
Iger was initially cautious.

been downloaded 371,000 times by 
smartphone users, the fourth highest 
for any sports betting app over the 
period, according to JMP Securities. But 
the Fanatics app has so far failed to 
achieve higher than a 3.5 per cent mar-
ket share in any state. 

“Ultimately, we’re a second 
mover . . . we embrace that as permis-
sion to frankly move more methodi-
cally,” said Matt King, chief executive of 
Fanatics betting app, who ran FanDuel 
between 2017 and 2021. 

By next spring, Fanatics will have 
migrated all of the PointsBet customers 
over, enabling customers in as many as 
20 states to access the new app. 

But Penn does not have the luxury of 
time to make a success of ESPN Bet. 
Three years into the partnership, ESPN 
can activate a termination clause on the 
arrangement if the app fails to gain sig-

Half of US punters say they will try
ESPN Bet this year
% surveyed who said ...

Based on 1,439 repondents 
Source: Jefferies
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said the acquisition would create a “big-
ger and better coal business” but 
expressed concerns about a split. 

“On the potential demerger itself, we 
are more indifferent to cautious. We are 
not convinced financial engineering will 
result in two halves greater than the 
whole” he said.

The coal assets sale will enable Teck to 
focus on its coveted portfolio of copper 
projects in Chile, Canada and Peru. 

“This transaction will be a catalyst to 
refocus Teck as a Canadian-based criti-
cal minerals champion with an exten-
sive portfolio of copper growth 
projects,” said Jonathan Price, Teck’s 
chief executive.
See Lex 

Glencore to split after $9bn Teck deal

Iger said on an earnings call in 2019 
that he doubted ESPN would be “getting 
into the business of betting” any time 
soon. But in his second stint as Disney’s 
chief executive, that has changed as he 
considers selling some of its 80 per cent 
ESPN stake to a strategic partner that 
can help it prosper in the streaming era 
as cable subscriptions fall. 

Sports betting was always ESPN’s 
“manifest destiny”, said John Kosner, a 
former ESPN executive in charge of its 
digital products but who now runs 
industry consultancy Kosner Media. 
“What it means to be the worldwide 
leader in sports is different in 2023 than 
it was in 2013,” he said. 

ESPN chief executive Jimmy Pitaro 
opted for Penn as a partner after first 
meeting Snowden at the sports net-
work’s headquarters in Connecticut this 
year. Snowden said: “It was very clear to 
Jimmy that this isn’t something that 
ESPN wants to do, this is something that 
ESPN has to do because sports fans are 
demanding it.”

The prize for new entrants is tantalis-
ing. The US sports betting market is set 
to grow a further 60 per cent by 2027, 
achieving annual gross gaming reve-
nues of nearly $18bn, says industry con-
sultancy Eilers & Krejcik Gaming.

Will the US sports betting industry 
remain a duopoly in the long term? 
“Forever is a long time,” said David Katz, 
an analyst at Jefferies.

For a long time after its launch in 1979, 
ESPN “was not taken seriously” as a 
sports network, recalled Kosner, for-
merly of ESPN, but it flourished into the 
world’s biggest and “the rest is history”. 
“I wouldn’t bet against ESPN Bet either.”

IAN SMITH AND ROBERT ARMSTRONG  
BERMUDA

The president of one of the world’s big-
gest insurance brokers has warned that 
the industry should be “very careful” 
about offloading big global risks such 
as cyber attacks and pandemics to the 
public sector, saying the business 
might never come back to private 
firms.

Speaking in Bermuda on Thursday at 
the PwC Insurance Summit, held in 
association with the Financial Times, 
Aon president Eric Andersen said the 
insurance industry needed to be “more 
aggressive” in absorbing some of the 
bigger risks coming from areas such as 
natural catastrophes, sweeping cyber 
attacks and pandemics. 

Some in the sector have called for new 
and expanded private-public partner-
ships that can share significant losses in 
these areas.

“Once that type of risk goes into the 
public sector, I can’t think of where it 
has come back out into the private mar-
ket,” said Andersen. 

“I think we should be very careful 
about calling for taking big chunks of 
what we should be doing for a living, and 
putting it over to the public sector . . . 

“If we walk away from cyber, if we 
walk away from pandemic [risks], those 
types of things, ultimately what are we 
doing? That’s our business.” 

Ahead of discussions for policies 
renewing in January, the broker called 
on reinsurance companies to take more 
risk when it came to property catastro-
phe cover, which pays out after damage 
from events such as hurricanes and 
floods.

Over the past year, companies have 
reduced the amount of property catas-
trophe reinsurance they are willing to 
give to primary insurers and increased 
its price. 

That has had knock-on effects, result-
ing in less coverage and more expensive 
cover for business owners and house-
holds and fuelling concerns that higher 
reinsurance prices and other factors 
such as climate change are creating an 
“insurability” crisis in key markets.

“There is an equilibrium that has to 
happen that we are not at, at the 
moment,” said Andersen. Reinsurers 
needed to come down on price, or 
reduce the “attachment point”, which 
sets the level at which the reinsurance 
kicks in — in essence, taking more risk. 

“It will happen, because I don’t think 
the product as priced today . . . is actu-
ally a fair trade for what’s being offered.” 

Reinsurance executives, also speak-
ing at the event, warned that inflation-
ary factors, and a push to improve prof-
itability after years of losses, meant 
prices were unlikely to soften. 

“A market correction was needed,” 
said SiriusPoint’s chief executive Scott 
Egan. He forecast that there would be 
“no drop in rates” in January. “Reinsur-
ers are prepared . . . to stand their 
ground.”

Reinsurance industry executives dis-
cussed the outlook for Bermuda as a 
hub for reinsurance, given the prospect 
of a global minimum tax rate and pres-
sure from regulators elsewhere to 
tighten its capital regulation.

David Burt, Bermuda premier, told 
delegates he had no doubt the local mar-
ket would survive wider pressures. The 
government was working to bolster its 
attractiveness, such as addressing cost-
of-living pressures. “The story of Ber-
muda’s demise has been written so 
many different times. Nonetheless, we 
continue to come out better.” 

Aon warns 
insurers not to 
offload major 
risks to the 
public sector
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MICHAEL POOLER — MACEIÓ

All around the Pinheiro Baptist Church 
is abandonment. On either side of its 
white steeple stand houses and shops 
with bricked-up windows, no roofs and 
vegetation sprouting. 

“The cause was not divine,” said Wel-
lington Santos, a pastor, whose chapel 
remains open despite the desolation. 
“To this day, the language used is
catastrophe, tragedy. And it’s not. It’s
a crime.”

What looks like the aftermath of a war 
is an urban environmental disaster of 
allegedly man-made origin, which has 
forced an estimated 55,000 people per-
manently to evacuate their homes in the 
coastal city of Maceió, north-east Brazil.

The reason for the mass departures is 
slowly sinking soil, which triggered 
cracks in buildings and craters in roads. 
The blame has been placed — by an offi-
cial geological agency, as well as locals — 
on decades of underground salt mining 
by Braskem, Latin America’s largest 
petrochemicals producer.

Since the problems emerged in early 
2018, some 14,400 properties have been 
condemned on safety grounds because 
of the risks of subsidence. The exodus 
has turned parts of the capital of 
Alagoas state into a virtual ghost town. 

Braskem is facing legal action that 
could add considerably to the R$14.6bn 
($3bn) it has so far provisioned for costs 
related to the incident, a sum not far off 
the group’s market value of $3.2bn.

The calamity not only casts a shadow 
over a potential takeover of Braskem, 
which has attracted international inter-
est. To critics, it falls into a pattern of 
behaviour by natural resource compa-
nies in Brazil, where twice in the past 
decade mining waste dams have col-
lapsed with devastating consequences.

Tom Goodhead, chief executive of 
Pogust Goodhead, said: “What has hap-
pened in Maceió is just another example 
of a large company making vast profits 
in Brazil, taking from the land and 
destroying the local environment and 
the local communities. To make matters 
worse, they do not act properly and 
fairly when something does go wrong.” 

The law firm is bringing a case in
the Netherlands, home to a Braskem 
subsidiary, on behalf of 10 victims
who argue that they were not offered 
fair redress.

After a judge in Rotterdam granted 
jurisdiction, a hearing on the merits
is scheduled for February. The lawyers 
have not yet publicly quantified
the damages they are seeking. However, 
if there is a favourable ruling and 
another 60,000-70,000 affected parties 
lodge their own claims, Goodhead esti-
mates that the alleged liability could 
reach $3bn.

While no direct fatalities have 
resulted from the geological distur-
bances in Maceió, there are accounts of 
suicides, livelihoods lost and communi-
ties torn apart. 

One of the claimants in the Dutch law-
suit, Maria Rosângela Ferreira da Silva, 
said the family upheaval in having to 
move played a part in her elderly 
mother’s demise. 

“She went into a deep depression,” 

said the 60-year-old civil servant. “She 
was hospitalised and in shock at the 
change. And then she didn’t want to
live anymore.”

On her old street, in a corner of Pin-
heiro she said had been vibrant, over-
growth creeps through crumbling ruins. 
Nothing stirs except birdsong and the 
rustle of leaves. She recalled the bonds 
between neighbours and the outdoor 
parties organised on public holidays 
such as carnival. “All that is gone.” 

Similar scenes scar five districts in the 
city of 960,000 inhabitants, on a stretch 
of coast famed for its beaches and crys-
talline waters. There are gutted tower 
blocks, middle-class homes and favela 
dwellings. Buildings in imminent dan-
ger of collapse have been demolished 
and empty residential rows hidden 
behind metal fences, the roof tiles 
stripped by departing homeowners. 
About 3,600 businesses have closed.

Rock salt extraction underneath 
Maceió began in the 1970s and the busi-
ness fell under Braskem’s control after 
its formation through a merger of six 

companies in 2002. Brine was pumped 
to plants manufacturing caustic soda 
and PVC. 

Signs that something was wrong came 
when residents of Pinheiro noticed fis-
sures in their homes following heavy 
rainfall in 2018. Weeks later an earth-
quake struck several areas. Sinkholes 
appeared in roads, as splits spread in 
walls and floors.

A 2019 report by the Geological Sur-
vey of Brazil concluded that there was a 
direct link between the subsidence and 
the mining, because of instability in sub-
terranean cavities left by the activity.

Braskem at first said the study was 
flawed and inconclusive. It now argues 
that there are other contributory factors 
alongside the mining, such as the 
region’s geology and deficient drainage, 
sewerage and construction quality.

The group ceased rock salt extraction 
in 2019 and today imports the material. 
Braskem is filling in the 35 defunct wells 
as part of remedial works, and this year 
signed a R$1.7bn compensation accord 
with the municipality of Maceió. 

The São Paulo-based business has 
paid out R$3.8bn in compensation, 
financial aid and relocation support, 
under a redress scheme agreed
in 2020 with prosecutors and def-
enders. It said 93 per cent of the antici-
pated indemnification payments had 
been made.

Braskem said that it was “committed 
to repairing, mitigating and compensat-
ing” the impact. The Dutch proceedings 
were “still in the preliminary phase” 
with “no value assigned”, it said;
five individuals had withdrawn from 
the action after reaching agreements.
It provided psychological services to 
those affected. 

However, several residents said they 
felt the sums Braskem had offered for 
their properties were too low. The com-
pany said anyone unhappy with propos-
als could request a re-evaluation and 
ask a court to determine the settlement. 

A common complaint is that the fixed 
sum of R$40,000 per household for 
“moral damages” — non-financial harm 
such as mental distress — is inadequate 

and does not take into account individ-
ual circumstances. 

Community leader Augusto Cícero
da Silva described the sum as “shame-
ful”. Now living 110km from his
old district of Bebedouro, where he also 
operated a grocer’s, he returns for a few 
days each week to run a dwindling resi-
dents’ association. 

“It was demoralising for these
people who suffered so much and
continue to suffer today,” said the 67-
year-old. “There were people who died 
of heartbreak.”

Braskem said it had looked to “the 
jurisprudence on moral damages” in 
general and similar cases when defining 
the parameters. 

The public defender’s office for the 
state of Alagoas said it believed each vic-
tim should be paid R$70,000 and it 
expected to launch legal proceedings at 
the start of 2024. Braskem did not 
respond to a request for comment on 
the proposed action. 

A judge recently ruled that the
government of Alagoas — one of Brazil’s 
poorest states, which claims it suffered 
an impact of R$35.8bn from the
disaster — was owed compensation, 
with the sum to be calculated by an 
expert. Braskem intends to appeal. 

“We’ve had damage and losses in 
taxes, job creation and the economic 
dynamics,” Paulo Dantas, governor, 
said. He has urged Brazil’s federal audit 
court to suspend the sale of a controlling 
stake in Braskem by the construction 
conglomerate Novonor. 

Adding further national scrutiny, a 
parliamentary inquiry into the episode 
is planned. The situation will be on the 
radar of the administration of Luiz Iná-
cio Lula da Silva, president, not least 
since Braskem’s other main shareholder 
is state oil group Petrobras. 

Meanwhile, those on the ground are 
bearing the brunt. Residents of the 
Flexais district, which is outside
the evacuation zones, said they had 
become isolated because of the sur-
rounding desertion. 

They complained of a rise in criminal-
ity and vermin, as well as loss of ameni-
ties and a paucity of employment and 
public transport. Many wanted to be 
rehomed but did not qualify. 

“It’s taken away our dreams. I worry 
that there’s no hope for him here,” said 
34-year-old Jainny Vieira, rocking her 
baby son. 

Alongside security patrols and pest 
control for vacated areas, Braskem
said that it had funded a package of 
measures for Flexais, including a free 
bus route and youth training. It planned 
to build a new health clinic, day-care 
centre and school.

But Jainny said: “What people want
is relocation.” 

Others in the risk zones are deter-
mined to stay put. Nereu Rezende said 
his residence was the last still occupied 
in Bebedouro. The 66-year-old musi-
cian has refused to leave because the 
cost to replace his home recording stu-
dio would be prohibitive. 

“I built this house brick by brick,”
he said. “If they want me out, they can 
kill me.” 
Additional reporting by Ricardo Lisboa 

Braskem braced for sinking city legal action
Chemicals group faces court hearing after the exodus of 55,000 people from Maceió in Brazil, where it mined rock salt 
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ism is doing its thing and a lot of people 
would like to be Nvidia now,” he said.

OpenAI has taken an early lead in the 
race to build generative AI — systems 
that can create text, images, code and 
other multimedia in seconds — with the 
release of ChatGPT almost a year ago.

Despite its consumer success, OpenAI 
seeks to progress towards building arti-
ficial general intelligence. Large lan-
guage models, which underpin Chat-
GPT, are “one of the core pieces . . . for 
how to build AGI, but there’ll be a lot of 
other pieces on top of it”. 

While OpenAI has focused on LLMs, 
rivals have been pursuing alternative 
research strategies to advance AI. 

Altman said his team believed lan-
guage was a “great way to compress 
information” and therefore developing 
intelligence, a factor he thought the 
likes of Google DeepMind had missed. 

“[Other companies] have a lot of 
smart people. But they did not do it. 
They did not do it even after I thought 
we kind of had proved it with GPT-3,”
he said.

“The biggest missing piece” in the 
race to develop AGI is what is required 
for such systems to make fundamental 
leaps of understanding. “There was a 
long period where the right thing for 
[Isaac] Newton to do was to read
more math textbooks and talk to profes-
sors and practise problems . . . that’s 
what our current models do,” he said, 
citing an example a colleague had previ-
ously used.

But the physicist and mathematician 
was never going to invent calculus by 
simply reading about geometry or alge-
bra. “And neither are our models,” Alt-
man said. “So the question is, what is the 
missing idea to go generate net 
new . . . knowledge for humanity? I 
think that’s the biggest thing to go work 
on,” he added.

MADHUMITA MURGIA  — SAN FRANCISCO

OpenAI plans to secure further finan-
cial backing from Microsoft, its biggest 
investor, as Sam Altman, the ChatGPT 
maker’s chief executive, pushes ahead 
with his vision to create artificial gen-
eral intelligence — computer software 
as intelligent as humans.

Altman said OpenAI ’s partnership with 
Satya Nadella, Microsoft’s chief execu-
tive, was “working really well” and he 
expected “to raise a lot more over time” 
from the tech giant among other inves-
tors, to keep up with the costs of build-
ing more sophisticated AI models. 

Microsoft this year invested $10bn in 
OpenAI as part of a “multiyear” agree-
ment that valued the San Francisco-
based company at $29bn, according to 
people familiar with the talks. Asked if 
Microsoft would invest further, Altman 
said: “I’d hope so. There’s a long way to 
go, and a lot of compute to build out 
between here and AGI . . . training 
expenses are just huge.” 

Altman said “revenue growth had 
been good this year”, without providing 
financial details, and OpenAI remained 
unprofitable due to training costs. But 
the Microsoft tie-up would ensure “that 
we both make money on each other’s 
success, and everybody is happy”.

In the latest step in its plans to build a 
business model on top of ChatGPT, 
OpenAI announced new tools and 
upgrades to its GPT-4 model at a 
November 6 event attended by Nadella. 

The tools include custom versions of 
ChatGPT that can be tailored for specific 
applications, and a GPT Store, or a mar-
ketplace of the best apps. The aim will 
be to split revenues with the most popu-
lar GPT creators in a business model 
similar to Apple’s App Store.

“Right now, people [say] ‘you have 
this research lab, you have this API 
[software], you have the partnership 
with Microsoft, you have this ChatGPT 
thing, now there is a GPT store’. But 
those aren’t really our products,” Alt-
man said. “Those are channels into our 
one single product, which is intelli-
gence, magic intelligence in the sky. I 
think that’s what we’re about.”

To build out the business, Altman said 
he hired executives such as Brad Light-
cap, who had worked at Dropbox and Y 
Combinator, the start-up accelerator, as 
chief operating officer.

Altman said he split his time between 
research into “how to build superintelli-
gence” and ways to build up computing 
power to do so. “The vision is to make 
AGI, figure out how to make it 
safe . . . and figure out the benefits.”

Pointing to the launch of GPTs, he said 
OpenAI was working to build more 
autonomous agents that can perform 
tasks such as executing code, making 
payments and sending emails. 

“We will make these agents more and 
more powerful . . . and the actions will 
get more and more complex,” he said. 
“The amount of business value that will 
come from being able to do that in every 

Technology

OpenAI chief banks on Microsoft for additional funds to develop human intelligence software
category, I think, is pretty good.” 
OpenAI is also working on GPT-5, the 
next generation of its AI model, said Alt-
man who did not commit to a timeline 
for its release. 

It will require more data to train on, 
which would come from publicly availa-
ble data sets on the internet and propri-
etary data from companies. OpenAI has 
put out a call for large-scale data sets 
from organisations that “are not already 
easily accessible online to the public 
today”, particularly for long-form writ-
ing or conversations in any format.

While GPT-5 is likely to be more 
sophisticated than its predecessors, Alt-
man said it was technically hard to pre-
dict exactly what new capabilities and 
skills the model might have. 

“Until we go train that model, it’s like 
a fun guessing game for us,” he said. 

“We’re trying to get better at it, because I 
think it’s important from a safety per-
spective to predict the capabilities. But I 
can’t tell you here’s exactly what it’s 
going to do that GPT-4 didn’t.”

To train its models, OpenAI uses 
Nvidia’s advanced H100 chips, which 
became Silicon Valley’s hottest com-
modity over the past year as rivals raced 
to secure the semiconductors needed to 
build AI systems. 

Supply shortages of the H100, which 
cost $40,000 apiece, had created a “bru-
tal crunch” all year. OpenAI had 
received H100s, and was expecting 
more soon, he said, and “next year looks 
already like it’s going to be better”. 

But as the likes of Google, Microsoft, 
AMD and Intel prepare to release rival 
AI chips, the reliance on Nvidia is 
unlikely to last. “The magic of capital-

OpenAI is 
working to
build more 
autonomous 
agents that can 
perform tasks 
such as 
executing code, 
making 
payments and 
sending emails, 
says boss Sam 
Altman — Joel Saget/
AFP/Getty Images

Abandoned 
homes in 
Maceió. Maria 
Rosângela 
Ferreira da 
Silva, pictured, 
says family 
upheaval in 
having to move 
played a part
in the death of 
her mother
Ricardo Lisboa

Legal Notices
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MARY MCDOUGALL AND GEORGE STEER

Investors have been dumping cash and 
piling into bonds and equities as con-
viction grows that big central banks 
have finished their cycle of interest rate 
rises, according to a closely watched 
survey of fund managers. 

Bank of America’s monthly poll, pub-
lished yesterday, showed in November 
that fund managers had the biggest bet 
on rising bond prices since 2009. 

Three-quarters of the investors sur-
veyed are now predicting that the US 
Federal Reserve will not lift borrowing 
costs any further, up from 60 per cent in 
the previous month. 

“The big change in November 
was . . . the conviction in lower infla-
tion, rates and yields,” wrote Michael 
Hartnett, investment strategist at Bank 
of America.

The “overweight” position in bonds 
reflects a growing belief among inves-
tors that a big sell-off in global fixed 
income, triggered by central banks’
historic campaign of monetary tighten-
ing over the past two years, is drawing to 
a close.

US Treasuries have recovered ground 

since yields hit a 16-year high last 
month, helped by the Fed holding rates 
earlier this month. 

The European Central Bank and Bank 
of England also kept borrowing costs 
steady at their latest policy meetings.

Fund managers have also warmed
to stocks, favouring them in their port-
folios relative to benchmarks for the 
first time in 19 months, according to the 
survey of investors controlling $553bn 
of assets. 

As investors moved into stocks and 

The proportion of the company’s 
shares being shorted started climbing 
around March this year and reached a 
high of 1.64 per cent on November 3, 
according to data from S&P. 

Shares in German manufacturer Sie-
mens Energy have fallen about 57 per 
cent since late June after a string of dis-
appointing news stemming from techni-
cal problems with wind turbines pro-
duced by subsidiary Siemens Gamesa.

Short sellers have also targeted Dan-
ish wind turbine maker Vestas Wind 
Systems, whose shares are down 17 per 
cent this year.

Renaud Saleur, a former trader at 
Soros Fund Management who now 
heads Anaconda Invest, said he had cov-
ered his short positions in Siemens 
Energy and Ørsted in early November 
and now owns Ørsted shares.

“We like to think all the bad news is 
now known,” he said. Governments will 
need to adjust the terms they offer wind 
developers to get projects off the 
ground, he added, while it “seems long-
term [interest] rates . . . have peaked”.

Marshall Wace declined to comment. 
Qube did not respond to a request for 
comment.

bonds, the average cash level fell from 
5.3 per cent to 4.7 per cent, its lowest 
level since November 2021 and the
largest monthly drop since January
this year. 

The bullish turn comes as expecta-
tions for a so-called “soft landing” for 
the global economy have ticked higher 
with just over a fifth of the managers 
surveyed now forecasting a recession-
ary “hard landing”, down from 30 per 
cent in October. 

In equity markets, tech stocks remain 
the most crowded bet after investors 
snapped up companies across the sector 
at the fastest pace since May, leaving 
them with their largest overweight posi-
tion in two years. 

Almost all of the S&P 500’s 15 per cent 
gain so far in2023 has been driven by the 
“Magnificent Seven” of Nvidia, Tesla, 
Meta, Microsoft, Alphabet, Apple and 
Amazon. 

Bank stocks, by contrast, remain out 
of fashion following the collapse of Sili-
con Valley Bank and a handful of other 
midsized lenders in March. A net 10 per 
cent of the managers surveyed by BofA 
were underweight in financials, up from 
a net 2 per cent last month.

Fixed income

Investors snap up bonds in expectation 
of end to central bank rate rise cycle

RACHEL MILLARD AND
COSTAS MOURSELAS

Hedge funds are profiting after a series 
of well-timed bets against wind energy 
stocks, with some wagering that
there is further pain to come for the 
troubled sector.

Marshall Wace and quantitative trading 
firm Qube Research & Technologies are 
among those to have made millions of 
pounds in profits from sharp falls this 
year in the share prices of wind industry 
stocks such as Siemens Energy and 
Ørsted.

The short bets reflect a broader loss of 
enthusiasm for green energy stocks, 
despite huge tax credits and subsidies 
offered by governments to renewables 
companies in the US and Europe.

Wind companies generally agree 
long-term contracts that fix the price at 
which they sell energy. 

But high inflation has pushed up their 
costs while high interest rates have 
made it more expensive to raise money 
for their often-expensive new projects.

The S&P Global Clean Energy index, 
which is made up of 100 of the biggest 
renewables stocks, soared in the early 

Equities

Hedge funds gain on bets against wind 
stocks Siemens Energy and Ørsted

stages of the pandemic to hit a peak in 
early 2021. 

But it fell sharply later that year and, 
after losing further ground in 2022, has 
dropped another 35 per cent this year.

Short sellers have been increasing 
their bets against green energy stocks 
for some time amid growing expecta-
tions that higher borrowing costs would 
start to cause problems in the sector.

They have been vindicated in recent 
months. Ørsted, the world’s largest off-
shore wind developer, this month said it 
was abandoning two projects it had 
been developing off the coast of New Jer-
sey due to a surge in costs for financing 
and supplies.

Its shares are now down more than 50 
per cent this year, giving it a market cap 
of DKr122bn ($18bn), roughly a fifth of 
its value in early 2021 at the height of a 
push into green stocks.

‘We like to think all the
bad news is now known. It 
seems long-term interest 
rates have peaked’

Tesla is among the ‘Magnificent 
Seven’ stocks boosting Wall Street
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The big private producers have
grown Permian output
substantially ...
Gross operated production (’000 barrels

of oil equivalent per day)

Source: Rystad Energy 
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Quest, which was founded by Dunn in 
1996 and operates the group’s wells. 

It sprung out of a joint venture 
between CrownQuest and private 
equity house Lime Rock in 2007. 

While the company has been less of a 
growth engine than Endeavor and Mew-
bourne in recent years, it has still grown 
significantly and produces about 
226,000 boe/d in the Permian.

People familiar with the matter have 
said the company is weighing a sales 
process. “It is a large, high-quality asset 
— I expect a lot of buyers to look at it,” 
said one banker not directly involved in 
the talks. 

Dunn has been a fierce critic of gov-
ernment overreach, lashing out at 
Washington for “sticking its nose” into 
the everyday decisions of Americans 
“with a goal to accumulate the power to 
make them all, effectively rendering 
most Americans virtual serfs, mere 
indentured servants of almighty King 
DC”. The company did not respond to a 
request for an interview. 

Since Exxon and Chevron fired the 
starting gun on the race to consolidate, 
all eyes are on who could strike next, 
with big operators such as ConocoPhil-
lips, Occidental and Devon among the 
next poised to do so, dealmakers say. 

At Mewbourne, Endeavor and Crown-
Rock, dealmakers said phones were 
likely to be ringing consistently over the 
coming months. 

“I would say they probably represent 
the best opportunity to ramp up by 
inventory with a deal with a pri-
vate,” said Raoul LeBlanc, an analyst at 
S&P Global. “The pickings are pretty 
slim and these are the three.”
Additional reporting by Amanda Chu in 
New York

Lone star:
the Permian 
Basin in Texas is 
the engine room 
of America’s
oil industry
Joe Raedle/Getty Images

has worked closely with the company. 
“It would be possible. And it would be a 
pretty big buy.”

Over recent years, Mewbourne has 
been one of the biggest contributors to 
growing US oil production, which hit a 
new record in August, surpassing its 
pre-Covid-19 peak. 

While public operators, under pres-
sure to return cash to shareholders, 
have taken a more cautious approach to 
drilling new wells, Mewbourne has 
ramped up Permian production from 
129,000 barrels of oil equivalent a day in 
early 2019 to 371,000 in August, accord-
ing to Rystad. 

“It takes some courage to have a little 
bit of a contrarian attitude,” said chief 
executive Ken Waits in a recent video 
interview with Hart Energy, the online 
oil industry newspaper and magazine 
publisher. “The best time to be drilling 

wells is when costs are low . . . the best 
time to be investing is when there’s 
blood in the streets.”

The company did not respond to a 
request for an interview. 

The next prized target is Endeavor 
Energy Resources, owned by Autry 
Stephens, an old-school Texas oilman 
and one of the wealthiest individuals in 
the state. His fortune today is worth 
$14.8bn according to the Forbes billion-
aires list. 

A self-made wildcatter, Stephens 
went into business on his own with a sol-
itary rig in 1979. Endeavor sprang out of 
that venture in 2000 and rose to become 
one of the leading private operators in 
the US. 

“I overcame my lack of an engineer-
ing aptitude by being highly motivated, 
creative and a risk-taker,” he told stu-
dents at the University of Texas, Austin. 

Endeavor pumped 391,000 boe/d in 
the Permian in August, according to 
Rystad, leaving it neck and neck with 
Mewbourne for the title of the biggest 
US private player outside Alaska. 

As with Mewbourne and in contrast 
with many public operators, the com-
pany has ramped up production sharply 
since the pandemic. 

Like Mewbourne, it owns an enviable 
trove of yet-to-be-drilled acreage — that 
has made it a prime target for consolida-
tion. 

“These are companies — especially 
Mewbourne and Endeavor, that have 
sizeable inventories [that] become, I’d 
say, a very attractive asset for a com-
pany that’s looking to scale up and com-
pete with a Chevron or an Exxon,” said 
Bernstein. 

Endeavor has been on the market 
intermittently over the years, attracting 
significant interest from suitors in 2018. 
But no one has ever offered enough to 
satisfy Stephens. 

Traditionally publicity averse, 
Stephens became known across the US 
in 2008 as the star of the reality docu-
mentary series Black Gold, which fol-
lowed roughnecks working on his “Big 
Dog” oil rig.

Endeavor declined to be interviewed. 
A spokesperson said: “Mr Stephens and 
team prefer to keep a low profile.”

The third major player is CrownRock, 
led by Tim Dunn, former chief financial 
officer of Parker and Parsley — a com-
pany that later became Pioneer. 

An evangelical Christian, Dunn has 
gained prominence nationally as a con-
servative donor, pumping huge sums of 
money into Republican campaigns over 
recent decades.

CrownRock is a subsidiary of Crown-

MYLES MCCORMICK — HOUSTON

As a torrent of consolidation washes 
over the global oil and gas industry, 
three secretive, family-owned Texas oil 
companies have been thrust into the 
spotlight.

Mewbourne Oil, Endeavor Energy 
Resources and CrownRock are the big-
gest privately owned producers in the 
Permian Basin of Texas and New Mex-
ico, the engine room of America’s oil 
industry. 

Now, with large public operators 
scouring the market in search of options 
to bulk up their production firepower, 
these three companies have become 
prime acquisition targets.

“They pretty much are in a league of 
their own when it comes to the scale of 
their operations,” said Matthew Bern-
stein, an analyst at consultancy Rystad 
Energy. 

Closely held family operations built 
from scratch by enterprising wildcatters 
— the speculative oil drillers — over dec-
ades, Mewbourne, Endeavor and 
CrownRock have so far all resisted offers 
to sell out. 

But two megadeals in the past month 
by ExxonMobil and Chevron, the big-
gest US oil companies, have changed the 
narrative as bigger operators rush to 
snap up dwindling resources and build 
up the inventory needed to allow them 
to pump crude for decades to come.

“These companies represent both 
family legacies and among the last 
opportunities on the private side to buy 
high-quality Permian inventory at 
scale,” said Andrew Dittmar, an analyst 
at Enverus. 

“A sales process by any of them will 
draw interest from multiple big public 
producers,” he added.

Mewbourne Oil is the most active pri-
vate driller in the Permian — and one of 
the most active overall. With 19 rigs in 
the field as of the end of last week, only 
Occidental Petroleum and Pioneer Nat-
ural Resources are running more. 

The company was founded in 1965 by 

Curtis Mewbourne, who died last year. 
He had long insisted it was not for sale. 

“No one can have a reasonable discus-
sion with them,” said one person who 
has followed the company closely. “It’s 
like the banker’s dream that never hap-
pened.”

The Mewbourne family, who still con-
trol the company, have said that the 
death of the family patriarch does not 
alter their position. But some reckon 
that could change. 

“My sense is that probably they are 
not looking to merge with anyone. But 
you never know: the family lost their 
dad last year,” said one executive who 

Mewbourne, Endeavor and 

CrownRock look set to receive 

offers as sector consolidates

‘These are attractive assets 
for a company that’s 
looking to compete with
a Chevron or an Exxon’

Secretive Texas oil groups are 
prime targets in M&A race

Commodities. Takeovers
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Disappointing quarterly results sent 
Fisker tumbling, with the electric-car 
company trimming its annual production 
target to between 13,000 and 17,000 
vehicles, down from the 20,000 to 23,000 
range stated in August.

Geeta Gupta-Fisker, chief financial 
officer, said during an earnings call that 
the cut “may not be something that Wall 
Street wants to hear but it is extremely 
responsible for us” as the group scaled its 
“logistic operations and we optimise our 
delivery and service network”.

Do-it-yourself chain Home Depot 
rallied on posting a 3.1 per cent drop in 
comparable sales for the third quarter, 
better than the 3.3 per cent fall that 
analysts had expected.

Chair Ted Decker admitted that the 
retailer was still experiencing “pressure in 
certain big-ticket, discretionary 
categories” although “we saw continued 
customer engagement with smaller 
projects”.

Snap Inc, the tech group behind the 
social media app, jumped after a report 
that it had struck an ad deal with Amazon.

The Information said Snap would allow 
people to buy Amazon products directly 
from ads on the Snapchat app in a deal 
that resembled a partnership unveiled 
last week between the retail behemoth 
and Meta, which owns Facebook and 
Instagram. Ray Douglas

Wall Street LondonEurope

Circuit boards manufacturer AT&S dived 
on news that it was considering 
increasing its share capital.

Alexander Thiel, an analyst at Jefferies, 
said the market reaction was “overdone”, 
adding that the group “has an approved 
50 per cent share capital outstanding” 
since its 2019 annual meeting.

Germany's ProSiebenSat.1 jumped on 
the back of third-quarter results that 
were better than feared.

The broadcaster, which was down 
about 40 per cent this year ahead of 
these results, achieved ad revenue of 
€408mn in its core markets spanning 
Germany, Austria and Switzerland. 

This was “essentially in line with 
consensus”, said Citi, and implied “a 
significant improvement on the double-
digit decline” in the first half.

Berlin-based Delivery Hero also rallied 
after lifting its annual target for a closely 
watched metric, gross merchandise value, 
which represents the total value paid by 
customers in VAT, fees and subsidies.

Belgium's Proximus rallied following 
news that French billionaire Xavier Niel 
had built up a 6 per cent stake in the 
telecoms group, which is majority-owned 
by the Belgian government.

The rationale behind the move was “to 
get exposure to the Belgian leader in 
connectivity”, stated Niel's holding 
company. Ray Douglas

Topping the FTSE 100 index was support 
services group DCC, which reported a 12 
per cent rise in adjusted operating profit 
for the half year to £247.6mn — 7 per cent 
ahead of analyst estimates, said Jefferies.

Separately, DCC announced its biggest 
acquisition in Germany with a £140mn 
purchase of Progas, a distributor of 
liquefied petroleum gas.

Exhibitions organiser Informa also 
rallied after lifting its 2023 guidance, 
forecasting revenue of £3.15bn — up from 
£3.05bn — and adjusted operating profit 
of £840mn against an earlier target of 
£790mn.

Shore Capital noted the “positive tone” 
of this update, which revealed that full-
year revenues would be ahead of 2019 
levels in all its main regions. 

This contrasted with the more cautious 
picture presented recently by other 
advertising-sensitive media groups.

At the opposite end of the blue-chip 
benchmark was telecoms operator 
Vodafone following an update that 
pointed to its revenue and operating 
profits “heading in the wrong direction”, 
said Aarin Chiekrie, an analyst at 
Hargreaves Lansdown.

Half-year revenue fell 4.3 per cent to 
€21.9bn, driven by “adverse” forex 
movements and the disposal of Vantage 
Towers and its Hungarian and Ghanaian 
businesses, said the group. Ray Douglas

3 Wall Street surges as US inflation 
declines faster than expected
3 Treasuries rally pushes two-year yields 
to biggest one-day fall in eight months
3 Dollar retreat boosts Russian rouble to 
strongest level since July 

Stocks and government bonds surged 
yesterday after fresh data showed US 
inflation fell faster than expected in 
October, strengthening investor hopes 
that interest rates have peaked. 

Headline inflation fell to an annual rate 
of 3.2 per cent in the year to October, 
down from 3.7 per cent in September. 

The decline prompted markets to raise 
the probability of the US Federal Reserve 
cutting interest rates by May to 63 per 
cent from 34 per cent, according to CME 
Group. The prospect of a December rate 
rise, meanwhile, has now been almost 
entirely dismissed. 

“The immaculate disinflation 
continues,” said Ronald Temple, chief 
market strategist at Lazard, as investors 
cheered the news.

Wall Street's benchmark S&P 500 index 
rose 2.1 per cent in early afternoon 
trading in New York, boosted by a 5.9 per 
cent gain for the rate-sensitive real estate 
sector. The technology-heavy Nasdaq 
Composite climbed 2.3 per cent.

European equities also jumped on 
Tuesday's US inflation figures. The 
region-wide Stoxx Europe 600 rose 1.3 
per cent while London's benchmark FTSE 
100 added 0.2 per cent.

“Today's a junk stock rally,” said Manish 
Kabra, head of US equity strategy at 
Société Générale. 

He also highlighted that shares in 

smaller companies had surged. “I've been 
bearish on US small caps for two years 
but now I'm thinking of changing my 
position. Generally, though, we think the 
Nasdaq is the place to be,” Kabra said.

Government debt markets rallied with 
yields on rate-sensitive two-year US 
Treasuries falling 20 basis points to 4.84 
per cent, reflecting rising prices, in their 
biggest one-day slide since March when 
they were rattled by the collapse of 
Silicon Valley Bank and other lenders. 

Yields on benchmark 10-year US 
Treasuries fell 17bp to 4.47 per cent. 

Demand for European government 

cyclical component will fall to zero.
But our research shows that the US 

neutral real rate of interest has risen by 
about 1 percentage point since the great 
recession after the 2007-8 financial cri-
sis to around 1.5 per cent today, making 
the neutral nominal rate about 3.5 per 
cent. In-house estimates suggest that 
the UK and euro area neutral rates have 
increased by similar amounts.

Average interest rates over the next 
decade will thus be significantly higher 
than its average over the past decade. If 
correct, this will have profound implica-
tions for governments and investors. 

The Fed provides projections of what 
its policymakers think will be the level 
of longer-run interest rates with its dot 
plots. But it has been slow to change its 
neutral rate call: its longer run interest 
rate was over 4 per cent in 2012 and fell 
below 3 per cent only in 2016. 

The ECB and Bank of England have 
been reluctant to give guidance on what 
a neutral policy setting looks like. 

This comes from fear of getting things 
wrong and uncertainties around esti-
mating R-star. However, good commu-
nication — that is clear and simple — is 
one potential way to mitigate volatility, 
providing financial markets with an 
anchor for medium-term rates. 

Simply put, speeches help monetary 
policy get the job done. Timely commu-
nication of the neutral policy setting is 
essential. It influences asset prices and 
financial conditions, an important 
channel for the transmission of mone-
tary policy. Policymakers can do better. 
They should embrace the neutral rate 
and talk about it.

Jumana Saleheen is chief European
economist and head of the investment 
strategy group at Vanguard, Europe

determine the best course for policy. 
Based on language structure and 

words, we find the BoE’s communica-
tion has become more complex over 
time as the environment has become 
more challenging. Complex communi-
cation could also be the result of conflict 
among members of the Monetary Policy 
Committee: it may be hard to convey 
the differences of view in a simple way. 

But the importance of communica-
tion is particularly pertinent now as 
markets debate just how long high rates 
will persist. Good luck and good policy 
have been discussed as key drivers of 
the Great Moderation of 1987-2006 — a 

period of economic stability and low 
market volatility. After the pandemic, 
war in Ukraine and continuing geopolit-
ical tensions, there is concern that we 
are entering a period of great volatility.

The cyclical and structural compo-
nent of interest rates have undoubtedly 
increased. The cyclical stance of interest 
rates is set by central banks. 

When inflation is high and growth 
resilient, central banks set the policy 
rate above the neutral rate — the level at 
which the economy runs at an equilib-
rium, known as the R-star. That is today’s 
story. The Fed, the European Central 
Bank and BoE have said rates are restric-
tive and will remain so for some time.

Our view is that rates will recede from 
their cyclical peaks in 2024. As the 
economy returns to equilibrium, the 

It is one way to mitigate 
volatility and provides 
markets with an anchor 
for medium-term rates 

debt also rose. Ten-year German bond 
yields — the benchmark for the eurozone 
— slipped 11bp to 2.61 per cent. 

In the UK, benchmark 10-year gilt 
yields slid 16bp to 4.16 per cent. 

The dollar retreated 1.4 per cent 
against a basket of six other major 
currencies as investors cranked up their 
bets that the Fed's monetary tightening 
campaign has run its course. 

This fall boosted the Russian rouble, 
which reached its strongest level since 
July as Moscow's imposition of strict 
capital controls took effect. 
Stephanie Stacey and George Steer 

What you need to know

Yields on 2-year Treasuries made their biggest moves

since March
Change in 2-year Treasury yield (percentage points)

Source: Bloomberg
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Markets update

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

Level 4492.50 1788.38 32695.93 7440.47 3056.07 122929.81

% change on day 1.83 1.10 0.34 0.20 0.31 2.09
Currency $ index (DXY) $ per € Yen per $ $ per £ Rmb per $ Real per $

Level 105.527 1.069 151.685 1.225 7.294 4.915

% change on day -0.098 0.000 0.000 0.000 0.000 0.000
Govt. bonds 10-year Treasury 10-year Bund 10-year JGB 10-year Gilt 10-year bond 10-year bond

Yield 4.445 2.601 0.851 4.319 2.663 10.930

Basis point change on day -18.470 -11.100 -2.020 -16.300 0.900 -5.900
World index, Commods FTSE All-World Oil - Brent Oil - WTI Gold Silver Metals (LMEX)

Level 448.66 83.35 79.06 1931.15 22.08 3624.50

% change on day 1.91 1.01 1.02 -0.54 -1.87 1.03
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.
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Biggest movers
% US Eurozone UK

U
p

s

Vf 13.53

Enphase Energy 13.29

Boston Properties 11.48

Alexandria Real Estate Equities 11.09

First Solar 10.67

Fresen.med.care 7.84

Continental 5.87

Alstom 5.48

Casino Guichard 5.32

Grifols 5.32

Dcc 12.47

Ocado 10.10

Land Securities 6.51

Segro 6.44

Anglo American 5.51

%

D
ow

n
s

Mckesson -2.09

Chubb -1.68

Arch Capital Ltd -1.61

Cardinal Health -1.57

Cme -1.55
Prices taken at 17:00 GMT

Thales -2.13

Reed Elsevier -1.86

Novo Nordisk -1.54

Orange -1.44

Tenaris -1.38
Based on the constituents of the FTSE Eurofirst 300 Eurozone

Vodafone -5.54

Bae Systems -3.16

Bt -2.77

M&g -2.31

Relx -2.13

All data provided by Morningstar unless otherwise noted.

Jumana Saleheen

Markets Insight

R ates are not going back to 
zero — central banks know it, 
bond markets have priced it 
and equity markets fear it. 
Central banks should do 

more to communicate this.
But it is not just what central banks 

say but also how they say it. In a recent 
paper, Haroon Mumtaz, Roxane 
Spitznagel and I study how asset prices 
move after Bank of England communi-
cation — speeches, monetary policy 
announcements and press conferences. 

We find that asset prices respond dif-
ferently to how new information about 
the future path of policy is transmitted. 

Speeches by the BoE’s Monetary
Policy Committee members are more 
potent in influencing medium- to long-
run gilt yields than interest rate 
announcements and press conferences.

The evidence is stronger for the US. 
The US Federal Reserve prefers not to 
surprise markets. Fed chair speeches 
are more important than FOMC 
announcements in driving Wall Street’s 
stock prices and Treasury bond yields 
beyond the very shortest maturities.

Measuring good communication is 
not easy. But complex communication 
tends to be followed by greater asset 
price volatility, which is undesirable 
from a macroeconomic perspective.

The issue is, of course, complicated. 
The source of complex communication 
could be a poor choice of words and lack 
of clarity of thinking. But it could also be 
a challenging economic environment. 

That would make it harder to forecast 
where the economy is heading and com-
plicate the appropriate policy response. 

For example, when the economy was 
hit by shocks, such as the pandemic and 
war in Ukraine, central banks had to 
work with new concepts and data to 

Central banks 
must be clear on 
communication
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WORLD MARKETS AT A GLANCE FT.COM/MARKETSDATA

CChange during previous day’s trading (%)

S&P 500

1.83%

Nasdaq Composite

2.06%

Dow Jones Ind

1.44%

FTSE 100

0.20%

FTSE Eurofirst 300

1.10%

Nikkei

0.34%

Hang Seng

-0.17%

FTSE All World $

1.91%

$ per €

No change

$ per £

No change

¥ per $

No change

£ per €

No change

Oil Brent $ Sep

-0.46%

Gold $

-0.54%

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

AMERICAS EUROPE ASIA
Oct 15 - -  Index  All World Oct 15 - Nov 14  Index  All World Oct 15 - Nov 14  Index  All World Oct 15 - Nov 14  Index  All World Oct 15 - Nov 14  Index  All World Oct 15 - Nov 14  Index  All World

S&P 500 New York

4,373.63
4,492.50

Day 1.83% Month 3.81% Year 13.53%

Nasdaq Composite New York

13,567.98

14,050.78

Day 2.06% Month 4.80% Year 25.50%

Dow Jones Industrial New York

33,984.54
34,833.74

Day 1.44% Month 3.47% Year 3.88%

S&P/TSX COMP Toronto

19,620.80
19,952.56

Day 1.54% Month 2.83% Year 0.46%

IPC Mexico City

49,379.58

51,840.69

Day 1.89% Month 5.40% Year 0.51%

Bovespa São Paulo

115,754.08

122,975.15

Day 2.09% Month 6.21% Year 8.64%

FTSE 100 London

7,630.63
7,440.47

Day 0.20% Month -2.02% Year 0.83%

FTSE Eurofirst 300 Europe

1,789.11 1,788.38

Day 1.10% Month 0.17% Year 4.87%

CAC 40 Paris

7,022.19
7,185.68

Day 1.39% Month 2.60% Year 8.96%

Xetra Dax Frankfurt

15,237.99

15,616.91

Day 1.76% Month 3.16% Year NaN%

Ibex 35 Madrid

9,287.10

9,623.30

Day 1.71% Month 4.23% Year 18.83%

FTSE MIB Milan

28,391.60

29,344.43

Day 1.45% Month 3.92% Year 23.40%

Nikkei 225 Tokyo

32,315.99
32,695.93

Day 0.34% Month 1.24% Year 15.76%

Hang Seng Hong Kong

17,640.36 17,396.86

Day -0.17% Month -2.26% Year 0.52%

Shanghai Composite Shanghai

3,073.81 3,056.07

Day 0.31% Month -1.04% Year -0.27%

Kospi Seoul

2,436.24 2,433.25

Day 1.23% Month -0.93% Year 1.29%

FTSE Straits Times Singapore

3,185.79
3,104.66

Day -0.07% Month -2.60% Year -3.89%

BSE Sensex Mumbai

66,408.39
64,933.87

Day -0.50% Month -2.25% Year 5.05%
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&KHPLFDOV ������� ��� �����
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3RODQG 3ROLVK�=ORW\ ������ � ������ � ������ �
5RPDQLD 5RPDQLDQ�/HX ������ � ������ � ������ �
5XVVLD 5XVVLDQ�5XEOH ������� � ������� � �������� �
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)76(�$OO�6KDUH�7HFKQRORJ\�+DUGZDUH�DQG�(TXLSPHQW���� ������� ���� ������� ������� ������� ������� ���� ����� ������ ������ �������
)76(�$OO�6KDUH�7HOHFRPPXQLFDWLRQV�(TXLSPHQW���� ������ ���� ������ ������ ������ ������ ���� ���� ����� ����� ������
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)76(�$OO�6KDUH�/LIH�,QVXUDQFH���� ������� ���� ������� ������� ������� ������� ���� ���� ����� ������ �������
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)76(�$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  

1RY��� 1RY��� 1RY��� 1RY��� 1RY��� <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  

1RY��� 1RY���

)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 �����
)RRG�3URGXFHUV �����
&RQVWUXFW�	�0DWHULDO �����
*HQHUDO�5HWDLOHUV �����
6RIWZDUH�	�&RPS�6HUY �����
)RRG�	�'UXJ�5HWDLOHU �����
0HGLD �����
&RQVXPHU�6HUYLFHV �����
,QGXVWULDOV �����
7HFKQRORJ\ �����
7UDYHO�	�/HLVXUH ����
2LO�	�*DV�3URGXFHUV ����
2LO�	�*DV ����
)LQDQFLDO�6HUYLFHV ����
*DV�:DWHU�	�0XOWL ����
%DQNV ����

$XWRPRELOHV�	�3DUWV ����
8WLOLWLHV ����
+RXVHKROG�*RRGV�	�+R ����
)L[HG�/LQH�7HOHFRPPV ����
)LQDQFLDOV ����
%HYHUDJHV �����
)76(�����,QGH[ �����
,QGXVWULDO�(QJ �����
5HDO�(VW�,QYHVW�	�7U �����
)76(�$OO^+<�`6KDUH�,QGH[ �����
6XSSRUW�6HUYLFHV �����
121�),1$1&,$/6�,QGH[ �����
5HDO�(VW�,QYHVW�	�6H �����
1RQOLIH�,QVXUDQFH �����
)76(�����,QGH[ �����
(OHFWURQLF�	�(OHF�(T �����
,QGXVWULDO�7UDQVSRUW �����
(TXLW\�,QYHVW�,QVWU �����

)76(�6PDOO&DS�,QGH[ �����
2LO�(TXLSPHQW�	�6HUY �����
(OHFWULFLW\ �����
+HDOWK�&DUH�(T�	�6UY �����
+HDOWK�&DUH �����
3KDUPDFH�	�%LRWHFK �����
3HUVRQDO�*RRGV �����
7HOHFRPPXQLFDWLRQV �����
,QGXVWULDO�0HWDOV�	 �����
&RQVXPHU�*RRGV ������
0RELOH�7HOHFRPPV ������
/LIH�,QVXUDQFH ������
0LQLQJ ������
%DVLF�0DWHULDOV ������
%HYHUDJHV ������
7REDFFR ������
&KHPLFDOV ������
7HFK�+DUGZDUH�	�(T ������

FTSE GLOBAL EQUITY INDEX SERIES  

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

1RY��� 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  

1RY��� 1RY��� 1RY��� 1RY��� 1RY��� <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
$FWLYH2SV ,QW ������ ������ ����� �����/ �����/ �����/ ������� ������� � ����� �����
$HRUHPD�&RPPXQLFDWLRQV 3UH ������ ������ ����� ����� ����� ����� ������� ������� � ����� �����
$UJR�%ORFNFKDLQ �UG ������ ������ ������/ ������/ �����/ �����/ ������� ������� � ����� �����
%DEFRFN�,QWHUQDWLRQDO�*URXS ,QW �������� �������� ������� ������ ������ ����� ������� ������� -DQ��� ����� �����
&DNH�%R[�+ROGLQJV ,QW ������ ������ ����� ����� ����� ����� ������� ������� 'HF��� ����� �����
&DVWLQJV ,QW ������� ������ ������ ����� ������ ������ ������� ������� -DQ�� ������ ������
*HDU�PXVLF��+ROGLQJV� ,QW ������ ������ �����/ �����/ �����/ �����/ ������� ������� � ����� �����
,PSHULDO�%UDQGV 3UH ��������� ��������� �������� �������� ������� ������� ������� �������� � ������ ������
/DQG�6HFXULWLHV�*URXS ,QW ������� ������� �������/ �������/ ������/ ������/ ������� ������� -DQ�� ������ ������
2ULHQW�7HOHFRPV ,QW ����� ����� ����� �����/ ����� �����/ ������� ������� � ����� �����
2[IRUG�,QVWUXPHQWV ,QW ������� ������� ������ ������ ������ ������ ������� ������� � ������ ������
5HQDO\WL[ �VW ����� ����� ������/ ������/ �����/ �����/ ������� ������� � ����� �����
9RGDIRQH�*URXS ,QW ��������� ��������� ������� �������� �����/ ����� ������� ������� )HE�� ����� �����
9RGDIRQH�*URXS 3UH ��������� ��������� ������� �������� �����/ ����� ������� ������� )HE�� ����� �����

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�

†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 ����� ���� ����� ����� ���� ����� ���������
.%&�*USƇ ����� ���� ����� ����� ���� ���� ��������
%UD]LO��5��
$PEHY ����� ���� ����� ����� ���� ����� ��������
%UDGHVFR ����� ���� ����� ����� ���� ����� �������
&LHOR ���� ���� ���� ���� ���� ���� �������
,WDX+OG)LQ ����� ���� ����� ����� ���� ���� ��������
3HWUREUDV ����� ���� ����� ����� ����� � ��������
9DOH ����� ���� ����� ����� ���� ���� ��������
&DQDGD��&��
%DXVFK�+OWK ���� ���� ����� ���� � ������ ����
%&( ����� ���� ����� ����� ���� ����� ��������
%N0RQWUOƇ ������ ���� ������ ������ ���� ����� ��������
%N1YD6 ����� ���� ����� ����� ���� ���� ��������
%URRNILHOG ����� ����� ����� ����� ���� ������ ��������
&DQDG3F5 ����� ���� ������ ����� ���� ����� ��������
&DQ,PS ����� ���� ����� ����� ���� ����� ��������
&DQ1DW5V ����� ���� ����� ����� ���� ����� ��������
&DQ1DW5\ ������ ���� ������ ������ ���� ����� ��������
(QEULGJH ����� ����� ����� ����� ���� ����� ��������
*W:HV/LI ����� ���� ����� ����� ���� ����� ��������
,PS2LO ����� ����� ����� ����� ���� ���� ��������
0DQXOLIH ����� ���� ����� ����� ���� ���� ��������
1XWULHQ ����� ���� ������ ����� ���� ���� ��������
5\O%N&Ƈ ������ ���� ������ ������ ���� ����� ��������
6+23 ����� ���� ����� ����� � ������ ��������
6XQFRU�(Q ����� ����� ����� ����� ���� ���� ��������
7KP5HXW ������ ���� ������ ������ ���� ����� ��������
7QWR'RP ����� ���� ����� ����� ���� ����� ��������
7UQ&DQ ����� ���� ����� ����� ���� ����� ��������
&KLQD��+.��
$JULF%N&K ���� ���� ���� ���� � ���� ��������
%N�&KLQD ���� � ���� ���� ���� ���� ��������
%NRI&RPP ���� � ���� ���� ���� ���� ��������
%2(�7HFK ���� ����� ���� ���� � ���� �����
&K�&RPV�&RQV ���� ���� ���� ���� ���� ���� �������
&K�(YUEUJKW ���� � ���� ���� ���� ���� �������
&K�5DLO�&RQV ���� � ���� ���� ���� ���� �������
&K�5DLO�*S ���� ���� ���� ���� ���� ���� �������
&K&RQVW%N ���� ���� ���� ���� ���� ���� ���������
&KLQD�9DQNH ���� ���� ����� ���� ����� ���� �������
&KLQD&LWLF ���� ���� ���� ���� ���� ���� �������
&KLQD/LIH ����� ���� ����� ����� ���� ���� ��������
&KLQD0%DQN ����� ���� ����� ����� ���� ���� ��������
&KLQD0RE ����� ����� ����� ����� ���� ���� ��������
&KLQD3F,QV ����� ���� ����� ����� ���� ���� �������
&K0LQVKHQJ ���� ���� ���� ���� ���� ���� �������
&K0UFK6HFV ����� ���� ����� ����� ���� ����� �������
&KQD�8WG�&RPV ���� ���� ���� ���� ���� ����� ��������
&K6KHQ(J\ ����� ����� ����� ����� ����� ���� ��������
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FT 500: TOP 20  
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FT 500: BOTTOM 20  
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BONDS: HIGH YIELD & EMERGING MARKET  
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BONDS: GLOBAL INVESTMENT GRADE  
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INTEREST RATES: OFFICIAL  
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INTEREST RATES: MARKET  
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BOND INDICES  
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1WK�$PHU�+LJK�<OG��< ������ ����� � � ������ ������
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COMMODITIES  
www.ft.com/commodities
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5%2%�*DVROLQH� 'HF ���� ����
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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  
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1RY��� 1RY��� 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  

1RY��� '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
1RY��� 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 1RY��� 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 1RY��� FKJ�� FKJ�� FKJ�� 5HWXUQ ��PRQWK ��\HDU
��8S�WR���<HDUV ������ ���� ���� ���� ������� ���� ����
��2YHU���\HDUV ������ ���� ���� ������ ������� ���� ������
�������\HDUV ������ ���� ���� ����� ������� ���� �����
��2YHU����\HDUV ������ ���� ���� ������ ������� ���� ������
��$OO�VWRFNV ������ ���� ���� ������ ������� ���� �����

<LHOG�,QGLFHV 1RY��� 1RY��� <U�DJR 1RY��� 1RY��� <U�DJR
��<UV ���� ���� ���� ���<UV ���� ���� ����
���<UV ���� ���� ���� ���<UV ���� ���� ����
���<UV ���� ���� ����

LQIODWLRQ��� LQIODWLRQ���
5HDO�\LHOG 1RY��� 'XU�\UV 3UHYLRXV <U�DJR 1RY��� '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 ������ � ����� ����

$VKPRUH�*URXS
���$OGZ\FK��/RQGRQ�:&�%��$(��'HDOLQJ�WHDP�������������������
$XWKRULVHG�,QY�)XQGV
(PHUJLQJ�0DUNHWV�(TXLW\�)XQG � ������ � ���� ����

(PHUJLQJ�0DUNHWV�(TXLW\�(6*�)XQG � ������ � ���� ����

(PHUJLQJ�0DUNHWV�)URQWLHU�(TXLW\�)XQG � ������ � ����� ����

(PHUJLQJ�0DUNHWV�%OHQGHG�'HEW�)XQG � ����� � ����� ����

(PHUJLQJ�0DUNHWV�%OHQGHG�'HEW�(6*�)XQG � ����� � ����� ����

(PHUJLQJ�0DUNHWV�$FWLYH�(TXLW\�)XQG � ������ � ����� ����

(PHUJLQJ�0DUNHWV�&RUSRUDWH�'HEW�)XQG � ����� � ����� ����

(PHUJLQJ�0DUNHWV�'HEW�)XQG � ����� � ����� ����

(PHUJLQJ�0DUNHWV�/RFDO�&XUUHQF\�%RQG�)XQG � ����� � ����� ����

$WODQWDV�6LFDY �/8;�
5HJXODWHG
$PHULFDQ�'\QDPLF � ������� � ������ �

$PHULFDQ�2QH � ������� � ������ �

%RQG�*OREDO é ������� � ����� ����

(XURFURLVVDQFH é ������� � ����� ����

)DU�(DVW � ������ � ����� ����

)XQG %LG 2IIHU '��� <LHOG

%OXH�:KDOH�,QYHVWPHQW�)XQGV�,&$9 �,5(�
ZZZ�EOXHZKDOH�FR�XN��LQIR#EOXHZKDOH�FR�XN

)&$�5HFRJQLVHG���,UHODQG�8&,76

%OXH�:KDOH�*URZWK�86'�7 � ����� � ���� �

%URRNV�0DFGRQDOG�,QWHUQDWLRQDO�)XQG�0DQDJHUV�/LPLWHG �-(5�
7KLUG�)ORRU��1R���*UHQYLOOH�6WUHHW��6W�+HOLHU��-HUVH\��-(���8)
����������������������,QW�������������������������8.�

%URRNV�0DFGRQDOG�,QWHUQDWLRQDO�,QYHVWPHQW�)XQGV�/LPLWHG

(XUR�+LJK�,QFRPH é ������ � ������ ����

+LJK�,QFRPH e ������ � ������ ����

6WHUOLQJ�%RQG e ������ � ������ ����

%URRNV�0DFGRQDOG�,QWHUQDWLRQDO�0XOWL�6WUDWHJ\�)XQG�/LPLWHG

%DODQFHG�6WUDWHJ\�$ e ������ � ������ ����

%DODQFHG�6WUDWHJ\ e ������ � ������ ����

&DXWLRXV�%DODQFHG�6WUDWHJ\�$ e ������ � ������ �

*URZWK�6WUDWHJ\�$ e ������ � ������ �

+LJK�*URZWK�6WUDWHJ\�$ e ������ � ������ ����

&DXWLRXV�%DODQFHG�6WUDWHJ\ e ������ � ������ ����

*URZWK�6WUDWHJ\ e ������ � ������ ����
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'ROODU�+HGJHG�*%3�,QF e ����� ����� ����� ����
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(85�$FFXPXODWLQJ�&ODVV��+� é ����� � ���� ����
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'RGJH�	�&R[�:RUOGZLGH�)XQGV�SOF�8�6��6WRFN�)XQG

86'�$FFXPXODWLQJ�6KDUH�&ODVV � ����� � ����� �
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$XWKRULVHG�,QY�)XQGV
(GHQ7UHH�6KRUW�'DWHG�%RQG�&OV�% ����� � ���� ����
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),/�,QYHVWPHQW�6HUYLFHV��8.��/LPLWHG�������) �8.�
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Above: ‘explosive’ Makaya McCraven on drums. Below: Roxy Coss, ‘unorthodox’ on sax — Roger Thomas

Contemporary Orchestra’s strings. 
McCraven had the last word, rising off 
his seat to give his snare drum a mighty 
whack, and bringing the house instantly 
to its feet. AAAAE

Sunday’s performance opened with 
the Barbican stage wreathed in mist and 
Redman, unaccompanied on tenor sax, 
conjuring chromatic noodles, control-
led harmonics and sharp-angled lines. 
The effect was riveting, the mood blue-
hued and the segue into the evening’s 
first song seamless and whisper-quiet.

Redman’s latest venture is a multi-
faceted exploration of American song 
held together by a celebration of place. 
That opening song, “Chicago Blues”, 
turned an amalgam of Count Basie and 
Jimmy Rushing’s “Going to Chicago” 
and Sufjan Stevens’ “Chicago” into the 
tale of a young woman leaving her lover 
for the city lights. “I’m going to Chicago 
— sorry,” sang Gabrielle Cavassa, mak-
ing the change of emphasis clear.

Later, the celebratory “That’s New 
England” combined an original score 
with excerpts from Charles Ives and 
James Sinclair’s “Three Places in New 
England”. “Baltimore” and Bruce 
Springsteen’s “Streets of Philadelphia” 
were un-spliced, though musically they 
twisted this way and that, and Jimmy 
Webb’s “By the Time I Get to Phoenix” 
was developed through a series of 
smouldering slow burns.

But what made the evening grip was 
the contrast between Cavassa’s vocals 
and Redman’s tenor sax, a close musical 
relationship making opposites fit. Red-
man distilled his passion through rhyth-
mic placement, the shape of his line and 
an advanced, somewhat icy technique. 
Cavassa conjured complex sentiments 
through languor, a raspy lower register, 

pure high tones and a hint of breath. 
Redman harmonised closely, filled in 
the gaps or, theme stated, simply let rip.

That singular strength became 
pointed in the conjunction of “Stars Fell 
on Alabama” with John Coltrane’s sear-
ing “Alabama”, written in 1963 after a 
white supremacist bombing of a Bir-
mingham Alabama church. Cavassa’s 
sensuous warmth captured the fantasy 
image of the pre-bellum South; Red-
man’s reading of “Alabama” mixed sor-
row with controlled rage.

The young piano trio accompaniment 
each had their turn, but only bassist 
Philip Norris raised the house. “A Foggy 
Day in London Town” was the finale, 
included for the tour but not on the 
album. “Hotel California” was the 
encore, and here the excellent band took 
wing. Pianist Paul Cornish delivered 

T he EFG London Jazz Festi-
val, back to its characteris-
tic pre-pandemic sprawl, 
has this year added new 
projects and special events 

to a roster of acts who are doing the 
rounds. The stylistic range is vast — cut-
ting-edge hip-hop and classic jazz are an 
everyday clash — and there is room for 
both the populist and the avant-garde.

The Barbican’s opening weekend con-
trasted the acoustic with the amplified 
and revisited artists who had appeared 
at the 2022 festival but now had new 
things to say. Saturday found drummer/
producer Makaya McCraven returning 
with his In These Times project with
the same personnel, but adding an 
orchestral flourish to create something 
fresh. In contrast, Joshua Redman’s 
Sunday gig presented the saxophonist’s 
acoustic project Where Are We, which 
has a songbook focus and adds a vocalist 
to a new band.

McCraven’s event started with barely 
audible tinkles of bells played by his 
close-knit band. Monastic mood estab-
lished, the strings of the London Con-
temporary Orchestra entered, undulat-
ing moodily round the tonic key. Skit-
tery beats from the leader’s drums 
added tension and, some minutes in, the 
strings played the melody of “Seventh 
String”. “Dream Another” came next, a 
funky tune with an insistent melody and 
late-night vibe; “The Knew Untitled” 
was floaty; and then came “The Calling”, 
a tensely voiced ballad with bittersweet 
trumpet from Marquis Hill.

As the evening unfolded, the orches-
tra added a decisive structure by repro-
ducing the album’s string arrangements 
and adding something new. No bravura 
flourishes; instead there were mood-
setting introductions and plunks, 
scrapes and riffs to help solos on the 

way. Some of the free interplay of last 
year’s gig was lost, but the stripped-
down intensity, extra layer of jigsaw tex-
tures and focused solos were a gain.

Guitarist Matt Gold, Joel Ross on vibes 
and trumpeter Hill wove in and out of 
the orchestra, tempered their virtuosity 
and evoked vivid emotions. Conductor 
Robert Ames cued the orchestra’s entry 
at precisely the right time. And the 
unassuming leader, whose control of 
sound and texture bordered on perfec-
tion, exploded sporadically to reveal his 
inner fire. It was a bit like being 
immersed in a recording session in 
which each song was a master take.

The evening ended with the vivid
contrasts of the album’s title track,
“In These Times”, magnified by the 
power and riches of the London
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Sprawling festival has something for everyone
intense modal jazz and drummer Nazir 
Ebo crackled in support and soloed pur-
posefully. But it was Redman and 
Cavassa unleashing twisty unison lines 
that took the evening to a peak. AAAAE

The bedrock of the festival remains 
the network of clubs, arts centres and 
neighbourhood bars that present jazz 
and jazz-related music year-round. The 
Kennington jazz club/bistro Toulouse 
Lautrec launched its festival pro-
gramme of all-women gigs and work-
shops with a muscular mainstream set 
by New York-based saxophonist Roxy 
Coss. The repertoire included two 
standards in a mostly original set, and 
the local rhythm section was on point.

Coss reworks late-Fifties jazz into a 
personal shape and adds occasional 
flurries of the avant-garde. Playing 
tenor sax, she began with phonics and 
trills, delivered the theme of “Nasty 
Women Grab Back” and eased into the 
band’s sprightly step. “Maids”, an affec-
tionate waltz, came next, and then a bal-
lad, Billy Strayhorn and Duke Elling-
ton’s “Isfahan”, articulated roundly with 
vibrato and slurs.

Coss’s theme-and-variations compo-
sitions, tweaking orthodoxy, are a chal-
lenge for a put-together band to meet. 
Tonight’s rhythm section played like 
Coss regulars, adding solidity and spice. 
Bassist Ferg Ireland of Kansas Smitty’s 
house band walked purposefully and 
pianist Rob Barron’s speedy modernism 
and confident touch confirmed him as a 
class act.

“Females are Strong as Hell”, a pro-
pulsive up-tempo homage to the TV 
character Kimmy Schmidt, ended the 
set. Coss and Barron won the crowd and 
a swinging pulse surged underneath, 
but time had run out. AAAEE

Festival continues to November 19,
efglondonjazzfestival.org.uk

It was a bit like being 
immersed in a recording 
session in which each 
song was a master take

Wedding blues: 
Andrei 
Bondarenko, 
left, as Don 
Giovanni and 
Sam Carl as 
Leporello
Glyndebourne Productions. 
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Richard Fairman

It is just over a year since Arts Council 
England announced major cutbacks to 
its funding of opera. The changes were 
announced as part of a general policy 
aimed at “levelling up”, a central gov-
ernment edict to move resources out of 
London and the south-east to more 
deprived areas of the country.

One of the biggest losers was Glynde-
bourne, which had half the funding for 
its autumn tour and educational work 
axed. Even with its previous level of sub-
sidy the tour had been lossmaking, so 
Glyndebourne decided it was unsustain-
able to continue in the same way.

For this year’s autumn programme, 
then, Glyndebourne is back in its home 
theatre. Ticket sales have been strong 
for the two operas — Mozart’s Don Gio-
vanni and Donizetti’s L’elisir d’amore — 
and there will also be youth events, two 
oratorios in performance and Christmas 
concerts.

The two operas were both seen at this 
summer’s festival and return with new, 
mostly younger casts (the tour always 
afforded the possibility to further the 
careers of singers on the cusp of bigger 
things). Sometimes a performance that 
failed to ignite in the summer comes 
back with renewed vigour — and so it 
was here.

The FT’s review of Mariame Clé-
ment’s production of Don Giovanni from 
this summer deemed it muddled. 

Rather than trying to find logic to it — 
who are these cheerleaders in pink 
tutus? Why does the giant wedding cake 
make a return appearance? — view it 
instead as a fantasy world of semi-ab-
stract locales, where random people of 
different classes mix and meet, encoun-
ter comedy and tragedy.

In Andrei Bondarenko’s well-sung 
Don Giovanni, the drama has a compel-
ling central force, at once alluring and 
dangerous, drawing all towards him as 
he increasingly spins out of control. The 
other outstanding vocal performance 
comes from Alexandra Lowe, who sur-
mounts the challenges of Donna Elvira’s 
role with style and confidence. Sam Carl 
is vocally heavy-handed, but squeezes 
Chaplinesque comedy out of his por-
trayal of Leporello as a mundane middle 
manager with hangdog expression and 
raincoat. (The mundane men win in the 
end here, when their nemesis Don Gio-
vanni is dragged down to hell.)

There is a vocally clean-cut Donna 
Anna from Kseniia Proshina, though 
her soprano might ideally have more 
body, and Nico Darmanin is an able Don 
Ottavio. Charlotte Bowden offers a 
small-voiced, neatly-sung Zerlina, con-
trasted with Michael Ronan’s sturdier 
Masetto, and Ivo Stanchev has the vol-
ume but not the top vocal quality as the 
Commendatore. All are fired up to white 
heat in a well-played performance of 
irresistible, headlong energy from 
Stephanie Childress and the Glynde-
bourne Sinfonia.

For the time being Glyndebourne says 
it will keep its focus on an autumn pro-
gramme back at base that maintains the 
tour’s longstanding mission to deliver 
opera at accessible prices. The company 
remains hopeful for the future, but until 
the wide picture of arts funding changes 
— who knows?

To December 2, glyndebourne.com

White-hot performances send lothario to hell

OPERA

Don Giovanni
Glyndebourne, East Sussex
aaaae

Gabrielle Cavassa sang as Joshua Redman played — Roger Thomas

The London Jazz Festival 
offered intense drumming, 
blue moods and avant-garde 
saxophones in its opening 
weekend. By Mike Hobart
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Chief executive Venkatakrishnan hopes a strategic review of the business can fix persistent troubles 
at the British bank. But after a bruising few years, some investors are running out of patience.

By Stephen Morris and Harriet Agnew

lowest level since at least 2015, includ-
ing just £80mn from M&A advice.

While the division overwhelms the 
rest of Barclays, it is undersized versus 
US peers, in an industry that is increas-
ingly a scale game. This makes it harder 
to match their technology investments 
and attract and retain the top talent.

One former investor who sold out 
of the stock describes Barclays as being 
stuck in a “killing ground” between 
the giants of JPMorgan and Goldman 
Sachs, and the more targeted, lower cost 
advisory boutiques such as Jefferies 
and Moelis.

When asked to explain why Barclays 
persists with a strategy unpopular with 
the market, another top-20 shareholder 
says: “Like in religion, there is always 
hope. And people that pay themselves 
millions will always find an excuse 
to continue — turkeys never vote for 
Christmas.”

There are some, however, who think 
Barclays’ achievements in recent years 
are unfairly maligned.

Despite what he calls its “image prob-
lem”, Berenberg analyst Peter Richard-
son says that Barclays’ investment bank 
is “stronger than perceived” and has 
generated a return on equity of at least 
10 per cent for eight of the past 10 quar-
ters, considered to be the minimum 
acceptable level by investors. 

He also estimates that Barclays’ share 
of global investment banking revenues 
has increased by 13 per cent since 2017, 
outpacing a 9 per cent increase for 
Wall Street and a 16 per cent decline 
among non-US peers.

“Far from being ‘just another 
European investment bank’, Barclays 
has the strongest franchise of any 
foreign bank in the US market, where 
we estimate returns are twice as high as 
in Europe,” Richardson says.

What Venkat does next

While the investment bank has long 
been a lightning rod for criticism, ana-
lysts and shareholders want issues with 
the consumer side to be addressed too — 
especially rising defaults in unsecured 
lending and its persistently high costs.

Barclaycard, the vast credit card 
operation, had been highly profitable 
in the benign economic environment. 
But the cycle is turning: not only are 
margins now levelling off or declining, 
but higher interest repayments are 
leading to more customers defaulting on 
their small-business loans, mortgages 
and credit card debt.

In the third quarter the bank’s closely 
watched net interest margin — the 
difference between the interest received 
on loans and the rate paid for deposits — 
narrowed more than at rivals such 
as Lloyds. 

Expenses are also an issue. Christo-
pher Cant, an analyst at Autonomous, 
says that Barclays’ UK personal banking 
unit has a cost-income ratio of 59 per 
cent, far in excess of the 44 per cent 
reported by the comparable division at 
NatWest and 46 per cent at Lloyds. 

“It feels like Barclays will try to grasp 
the nettle on costs in the UK, which is 
somewhat overdue,” Cant says. “They 
have been more inefficient than peers 
for a considerable amount of time and 
we don’t really know why.”

Strategic moves such as tackling costs 
might help Venkat move the share price 
in the long term. But the chief executive 
could secure a more rapid fillip for the 
stock with a firm commitment to boost 
shareholder returns.

“Unless Armageddon hits it should be 
able to generate £3bn to £4bn per 
annum of capital,” says Conor Muldoon, 
a portfolio manager at Barclays’ sixth-
largest owner Causeway Capital who 
says he has been adding to his position.

 “We’d like to see the majority of that 
go to share buybacks,” he adds. “Their 
power when you’re trading this cheaply 
is enormous.”

“There are valid indications of frus-
tration and I sympathise with them, but 
we want to do this carefully, methodi-
cally and thoughtfully,” Venkat says of 
restive owners. “What people are wor-
ried about is that, is [profitability] high 
enough, consistent enough, is it coming 
from the right places? And what am I as 
an investor going to get as a result?

“We have not been clear about how 
much of our returns we will share with 
shareholders,” he adds. “Doing that now 
is really, really important.”

But if Venkat does not succeed in 
winning over investors in February, 
there is a danger that the depressed 
valuation will leave the bank vulnerable 
to another activist like Bramson, or a 
deep-pocketed competitor. 

Insiders say bold decisions might be 
required. “There are a lot of really good 
pieces at Barclays, but it looks hard to 
win as currently constructed. The 
wheels won’t fall off the bus, but there is 
a risk we lose pace with the pack and the 
share price falls even further,” says one 
person involved in the strategic review. 
“There needs to be more radical action.”

Additional reporting by Michael O’Dwyer

I n July 2015, it seemed like Barclays 
had reached a nadir. New chair 
John McFarlane had just brutally 
fired the bank’s chief executive, 
Antony Jenkins, after a bruising 

boardroom showdown over his pro-
posed reforms.

Anxious staff gathered in Barclays’ 
Canary Wharf headquarters for an 
impromptu town hall. “Mac the knife”, 
as the uncompromising Scot is known, 
reassured them he would end years of 
strategic drift and stock market woes, 
promising to double the share price in 
the next three to four years. 

If this did not happen, the bank’s 
top team “would not be doing our jobs 
properly”, he said.

But eight years on, Barclays is still 
plumbing new depths. The shares have 
lost half their worth since then, steadily 
declining from 285p at the end of July 
2015 to 136p today. 

Over that period, the bank has 
careened from scandal to screw-up: a 
former chief executive found to have 
misled regulators over his relationship 
with a convicted sex offender; an 
activist investor on a damaging yet 
ultimately unsuccessful campaign to 
shrink the investment banking division; 
a paperwork blunder that led to 
hundreds of millions of pounds in fines 
and compensation.

The bank currently languishes near 
the bottom of the global rankings for 
bank valuations, trading at a 60 per cent 
discount to the book value of its assets 
with a market capitalisation of 
about £20bn. JPMorgan Chase, the US 
rival it most wants to emulate, is 
worth $425bn.

Now, the outlook is darker than ever. 
The stock sank further last month after 
chief executive CS Venkatakrishnan 
revealed that third-quarter profit fell 
16 per cent, as both sides of its transat-
lantic business underperformed peers.

The bank announced a strategic 
review for February and another round 
of cost cuts, while promising more 
granular disclosure on performance and 
more ambitious financial targets. 

But fixing what ails Barclays will 
mean resolving a four-decade debate 
over its dogged strategy to remain the 
UK’s last global investment bank in an 
industry dominated by Wall Street.

In an interview, Venkatakrishnan 
tells the Financial Times he will 
continue to reject calls to shrink the 
investment bank, which dominates the 
rest of the business. 

“Rebuilding [it] took time, treasure 
and persistence,” says the chief execu-
tive, who is known as Venkat. “We are 
now at scale and it has helped diversify 
our returns, but it has grown to 
two-thirds of the bank, so we need 
to rebalance and grow the rest of the 
businesses outside it.”

That means mapping a path to greater 
revenues from other sources such as 
credit cards and wealth management, 
he says, as well as tackling high costs 
at the UK retail bank. “Running the 
place well, not slipping on any more 
banana skins, those are just the table 
stakes,” adds Venkat, who is now in 
remission after battling non-Hodgkin 
lymphoma for much of the past year. 
“We have to convince people that we are 
a well-run business with an important 
role to play in the financial system.”

The bank still has its fans — who point 
to improving profitability and record 
capital buffers with plenty of capacity 
to return cash — but after a bruising 
few years their patience is beginning to 
wear thin.

“Barclays is currently one of the low-
est-rated banks in the developed world, 
reflecting a lack of confidence in their 
strategic direction and inconsistent 
delivery over the past few years,” says 
Ambrose Faulks, a top-20 shareholder 
at Artemis Investment Management.

“They have an attractive set of assets 
which provide both diversification ben-
efits and strategic optionality,” he adds. 
“If the board can finally address these 
issues, then the opportunity for value 
creation is substantial.”

Some are concerned that the review, 
aided by Boston Consulting Group, will 
do little more than fiddle at the margins. 
“I worry that the investor update will 
not address the dominance of the 
investment bank,” says Bank of Amer-
ica analyst Alastair Ryan. “It is a confus-
ing message [that] at present this looks 
like a list of investor concerns, rather 
than a focused strategy.”

The stakes are high. If Venkat’s new 
model fails to convince, the old argu-
ment that Barclays as a whole is worth 
less than the sum of its parts could 
re-emerge. “Investors still see it as 
accident prone,” says Philip Augar, 
author of The Bank that Lived a Little, a 
book about Barclays. “The share price 
and the rating are now so low that the 
bank is in break-up territory.”

Saints and sinners

Barclays was founded by Quakers as a 
goldsmith bank on Lombard Street in 

trading and capital markets house so 
UK companies would not be reliant on 
Wall Street.

This thesis played out perfectly 
during the pandemic. As the consumer 
units suffered amid lockdowns, 2020 
and 2021 were record years for the 
division. Barclays grabbed market share 
to jump to number six in the global 
league tables, taking advantage of the 
decline of Credit Suisse and retrench-
ment at Deutsche Bank.

Yet to executives’ dismay the stock 
remained depressed — not helped by 
the resignation of Staley in November 
2021 as financial regulators examined 
his account of his relationship with the 
deceased sex offender Jeffrey Epstein. 

Worse still, the revenue windfall 
from investment banking and rising 
interest rates has faded rapidly since, 
exposing the high underlying costs of 
the business.

“There’s a sector-wide malaise, but 
Barclays suffers from being in a peer 
group of one in the UK market,” says 
Richard Marwood, head of UK equities 
at Royal London Asset Management. 
“It’s got aspects like NatWest and 
Lloyds, but it’s more complicated than 
them; it’s got an investment bank, but 
it’s not JPMorgan; and it has a US cards 
business but it’s not Amex or Visa.”

One board member acknowledges 
that “Barclays has some convincing to 

do” and that “in an ideal world [the 
review] could have been sooner”.

“Investors want to know what 
sustainable return the business can 
deliver and how,” the person says. “We 
need a clearer strategy on investment 
banking and Barclays UK needs to be 
more efficient — this is about execution 
not [a change in] strategy.”

Seeking equilibrium

Rebalancing Barclays will be a tough 
task. 

The corporate and investment bank-
ing division has grown to dwarf the 
consumer side. It accounts for £219bn 
in risk-weighted assets (RWA), up 
from £122bn at the end of 2014, and 
compared with £73bn at the UK retail 
bank and £40bn at the cards and 
payments unit. 

That equates to 64 per cent of RWAs 
allocated to the division, compared with 
about 40 per cent at Deutsche Bank and 
30 per cent at HSBC and BNP Paribas.

Despite consuming the lion’s share of 
the resources, the investment bank at 
present generates a lower return on 
equity — a key measure of profitability 
— of 11.5 per cent versus 21 per cent on 
the consumer side.

This imbalance was the subject of 
a vitriolic three-year campaign by activ-
ist Edward Bramson, who tried to force 
his way on to the board and dramati-
cally shrink its trading unit. He argued it 
was too small, too risky and sucked 
resources from the more profitable con-
sumer operations. He ultimately failed 
and sold out with a £100mn loss in 2021.

At the heart of shareholders’ distaste 
for investment banking is its unpredict-
ability. This is particularly pronounced 
because the division generates the 
vast majority — about 80 per cent — of 
its revenue from trading fixed-income 
assets, currencies and equities, which 
are at the mercy of market conditions 
and client activity. 

“The quarterly fixed-income and 
equities revenue volatility of Barclays is 
now greater than any US or European 
peer,” says Citigroup analyst Andrew 
Coombs. “While Barclays has made 
market share gains . . . it is hard to 
reward this.”

The most recent quarter was 
especially disappointing. Revenue fell 
30 per cent to £375mn, hitting the 

Can Barclays rise above 
scandal and stagnation?

1690. For almost 300 years it remained 
a domestic lender, until the “Big Bang” 
deregulation of the City of London in the 
1980s recalibrated its ambition.

Its first attempt to build a full-service 
securities operation, Barclays de Zoete 
Wedd, produced tepid results until it 
was dismantled and sold to Credit Suisse 
First Boston in 1998.

The next attempt was led by 
Bob Diamond, a brash American trader 
appointed as group chief executive in 
2010. He lasted less than two years 
before resigning in the wake of the Libor 
rate-rigging scandal. 

The chastened board reversed course, 
naming a retail banking expert nick-
named “Saint” Antony Jenkins to clean 
up the culture. He set in motion plans to 
cut Diamond’s investment bank to the 
bone before his defenestration at the 
hands of MacFarlane.

Then came Jes Staley. Once a top 
deputy of Jamie Dimon at JPMorgan, he 
was recruited in 2015 with the mandate 
and budget to rebuild Barclays into the 
pre-eminent trading and advisory firm 
in Europe.

Staley’s belief was that investment 
banking was an essential counterweight 
to the retail and credit-card operations, 
particularly during economic crises 
when market volatility turbocharges 
trading and M&A activity. He also 
thought London needed a homegrown 

‘Venkat’, as the 
Barclays chief is 
known, has 
rejected calls to 
shrink the 
investment 
bank, while 
mapping a path 
to greater 
revenues from 
other sources 
such as credit 
cards and 
wealth 
management
FT montage/Bloomberg/
Dreamstime

‘There are a 
lot of really 
good pieces 
at Barclays, 
but it looks 
hard to win 
as currently 
constructed’** Barclays stock price converted to euros before rebasing Sources: FactSet; LSEG
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Opinion Iceland

Volcanic drama reminds 
us that nature is in charge

To gauge what is happening, seismic 
information is combined with satellite 
imagery of how the ground is rising or 
falling, plus ground-based measure-
ments that can detect how close to the 
surface the magma has risen. Even 
when deformation and depth are fac-
tored in, however, there is no formula 
governing when and where — or even 
if — a volcano will blow its top. 

The order for Grindavik’s evacua-
tion, Ilyinskaya says, instead resulted 
from a carefully weighed risk analysis 
incorporating several fast-changing 
factors: the high speed of ground 
deformation; the large volume of 
magma coming up; and proximity to 
the town. The underground magma 
channel now stretches to about 15km 
long, some of it under the Atlantic; in 
some places the magma is pooling less 
than 1km below the surface.

The current most likely scenario is a 
small eruption close to the town. The 
actual point of eruption matters: a 
“submarine” eruption through the sea 
floor is regarded as more disruptive 
than a land-based “fountaining” event 
because of the potential for an ash 
cloud, as well as noxious gases such as 
sulphur dioxide as seawater boils. 
Even so, any such incident should cre-
ate less havoc than the 2010 eruption, 
which closed much of European air-
space for six days.

As time passes, especially if no erup-
tion materialises, the question of 
whether residents can return home 
will become more pressing. “It’s 
hugely difficult because people’s lives 
are on the line if you get it wrong,” 
Ilyinskaya says, citing the 2019 erup-
tion of White Island (also known as 
Whakaari) in New Zealand, which 
killed 22 tourists and led to convic-
tions over lax safety procedures. A cul-
ture of trust between Icelanders, sci-
entists and decision makers, she 
points out, makes things easier. 

A similar dilemma faces residents of 
Campi Flegrei, or Phlegraean Fields, 
the vast crater of an Italian supervol-
cano near Mount Vesuvius, which 
destroyed Pompeii in AD79. The area 
experienced a 4.2 magnitude earth-
quake last month, the biggest for 40 
years. The civil protection agency and 
government met this month to thrash 
out evacuation drills for an estimated 
500,000 residents in the “red zone”. 

That so many choose to live amid 
these natural threats might seem odd, 
but the hard-to-quantify risks come 
with ample rewards. Campi Flegrei 
has drawn Roman emperors and com-
moners alike to its mild climate, rich 
soils and hot springs; Iceland’s Blue 
Lagoon, with its spa-like waters, is sim-
ilarly alluring, with the peninsula also 
home to a geothermal energy plant.

Still, when tectonic push comes to 
continental shove, nature remains in 
unpredictable command.

The writer is a science commentator 

S omewhere beneath the 
small Icelandic coastal town 
of Grindavik, a river of mol-
ten rock is on the move. A 
series of earthquakes over 

the past three weeks, plus satellite 
images showing the ground changing 
shape, have stoked fears that a nearby 
volcano is about to erupt. 

On Friday, Iceland’s government 
ordered an evacuation of the town’s 
more than 3,000 residents. Nobody 
can say what will happen next; if hot 
magma hits seawater, there could be 
explosive consequences, including a 
scaled-down repeat of the kind of ash 
cloud that accompanied the Eyjafjalla-
jökull eruption in 2010.

The unfolding drama is testament 
to the powerful geological processes 
heaving unseen beneath our feet — 
and to the limitations of science when 
it comes to calculating how these 

forces will play out. That renders poli-
cymaking around natural hazards dif-
ficult, including deciding when to 
issue evacuation orders and when to 
rescind them. 

Iceland sits at the seam separating 
the North American and Eurasian tec-
tonic plates, making it a seismic and 
volcanic hotspot. The movement is 
happening underneath the southern 
Reykjanes Peninsula, where the coun-
try’s international airport and tourist-
friendly Blue Lagoon are located. The 
earthquakes began on October 25 but 
intensified last week, with large, 
steaming fissures appearing in local 
roads. The Icelandic Meteorological 
Office declared a “significant likeli-
hood of a volcanic eruption in the 
coming days”. 

These ominous signs do not, 
though, guarantee that an eruption — 
defined as magma breaking through 
the Earth’s crust — will follow. Evgenia 
Ilyinskaya, a Leeds university volcan-
ologist who grew up in Iceland and has 
helped to catalogue the country’s vol-
canoes, told me on Monday that seis-
mic activity is waning, “but this 
doesn’t indicate either way whether 
an eruption is more or less likely. In 
the most recent eruptions in the same 
part of Iceland, we had earthquakes 
diminishing or stopping altogether a 
few days before eruptions broke out.”

The event is testament to 
the geological processes 

heaving beneath us — 
and to the limits of science

Andy Carter

Anjana 
Ahuja

ft.com/opinion
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Breaches are 
more common 
at smaller 
organisations, 
but the attack 
on a bank of this 
size is worrying

The alarming cyber hack at ICBC

Financial corporations and 
authorities need to step up 
their security efforts 

When a subsidiary of the world’s largest 
lender proposes to settle trades via 
a USB stick shuttled between New York 
trading floors by a runner, it ought to set 
alarm bells ringing. That was one 
contingency discussed last week when 
ICBC Financial Services — the financial 
services arm of the Industrial and 
Commercial Bank of China — was hit by 
ransomware software, which prevented 
it from settling transactions in the $25tn 
US Treasury market. The hack was 
eventually contained by disconnecting 
its systems, alongside a $9bn capital 
injection. 

While a larger fallout was avoided, the 
incident should act as a wake-up call for 
financial corporations and regulators to 
step up their efforts on cyber security. 
Such attacks were considered the 

greatest threat to the financial system, 
according to a recent Bank of England 
survey of UK market participants. 

As finance has become more 
digitised, the risks have grown. Attack-
ers have also become more sophisti-
cated. LockBit, the group suspected 
to be behind the ICBC FS breach, 
conducted recent assaults at Royal Mail 
and ION, a supplier of trading software 
to the City of London. Analysts also fear 
that the adoption of generative artificial 
intelligence may increase the pace, scale 
and effectiveness of attacks.

Banks and financial infrastructure 
are prime targets, and attacks come in 
several forms. Ransomware involves 
blocking access to data unless a ransom 
is paid. Other attacks aim to steal, leak 
or manipulate data, or simply cause 
disruption, for example by shutting 
down payment networks. The annual 
cost of cyber attacks — including theft, 
lost productivity and reputational harm 
— is estimated to reach $10.5tn globally 
by 2025.

But in an interconnected financial 
system, attacks at one organisation 
also risk broader contagion. They can 
directly spark liquidity strains, bank 
runs and capital flight — which can be 
exacerbated by a loss of trust in finan-
cial institutions or payment systems. 
While breaches are more common 
at smaller organisations, the attack at 
a bank the size of ICBC FS is worrying. 

Many financial institutions and juris-
dictions have insufficient measures 
in place. An IMF study found 56 per cent 
of central banks or supervisory authori-
ties lacked a comprehensive financial 
cyber security strategy — just under one 
in two did not have specific regulations 
addressing cyber crime. 

The financial sector already invests 
significantly in cyber security, and 
monitoring initiatives are under way 
across the US and Europe. But as tech-
nological advances allow cyber crimi-
nals to raise their game too, mitigation 
efforts must be sped up. Three areas 
warrant particular attention. 

First, global institutions need to 
strengthen their efforts on co-opera-
tion, to support better data-sharing and 
regulatory harmonisation. The finan-
cial system is only as strong as its 
weakest link, and emerging markets 
are particularly behind on security. 
Second, cyber risks need to be more 
embedded into assessments of financial 
stability, particularly via more compre-
hensive stress tests.

Third, while spending on deterrence 
and research on how new technologies 
can help to tackle cyber crime remains 
important, organisations must have 
contingencies in place to deliver critical 
services in the event of a successful 
attack. This can help limit the spread 
of panic. Tougher scrutiny of supply 
chain exposures are also essential.

The dust is now settling on last week’s 
chaos. It is a relief that a cyber breach at 
a prominent player in US Treasuries 
led only to rerouted trades and a slight 
impairing of liquidity. Next time, finan-
cial markets may not be so lucky.

Draghi’s vision of the EU is 
why Brexiters wanted out
In his letter “EU needs to rediscover 
the vim and vigour of its 1992 project” 
(November 10) Richard Wright comes 
close to saying that things would be 
better if the EU would focus on being 
an effective single market rather than 
seeing itself as a nascent superstate and 
regulator to the world. He may well be 
right and if the EU had remained so 
focused then Britain would almost 
certainly still be a member. But judging 
by Mario Draghi’s comments last week 
this is the worst thing that could 
happen. What is needed, in Draghi’s 
view, is more integration, more 
political conformity and more 
regulations. This “more of the same” 
approach was of course Angela 
Merkel’s solution to every EU problem. 
It is no more likely to be effective this 
time than it has been in the past.
John Murray
Guildford, Surrey, UK

England’s towns need 
tailor-made solutions
Andy Haldane’s plea (Opinion, 
November 10) for city-led regional 
policy is premised on the idea that 
towns are always satellites of a larger 
city. The problem is many are not. 

The relative success of regeneration 
in Greater Manchester has led some to 
advocate a “hub-spoke” model for 
urban investment. But the UK’s 
historic patterns of industrialisation 
and urbanisation were not uniform. 
Mining and quarrying have left a legacy 
of dispersed villages that are not now 
the satellites of anywhere. The East 
Midlands has some stark urban-rural 
divides with core cities far apart from 
each other, while much of the West 
Midlands is a continuous urban sprawl. 

For regional policy to work in the 
UK, it needs to accept that some 
places are different and need their 
own solutions. 
William Farrell
Leicester, Leicestershire, UK

UK steel faces an uncertain 
future — living off scraps
Helen Thomas (The UK is doing the 
right thing in steel — just badly”, 
Opinion, November 9) is right to say 
that the UK has “one half of an almost-
strategy” to save its steel industry. The 
switch to electric arc furnaces ought to 
be an important part of the puzzle, but 
not the final step. What is needed is 
a package that includes ambitious 
requirements for the industry to invest 
in the transition to green hydrogen-
based steel production.

Moving to an industry based on 
recycling isn’t a silver bullet — and as 
Thomas notes, its success will require 
additional investment improving the 
“collection, separation and 
enhancement of scrap metal”. 
However, even a greater focus on 
domestic steel recycling comes with its 
own challenges. Existing electric arc 
furnace plants in the UK often sit idle 
because UK energy prices are too high 
for them to compete in domestic or 
international markets.

The £1bn bailout may allow the UK 
steel industry to survive, but without 
the ability to make new steel from 
iron ore, the sector faces an uncertain 
future living off scraps as its customers 
will be forced to look to imported steel 
to meet their needs.

Without sufficient state aid to go the 
full hog on decarbonisation and an 
industrial strategy that creates markets 
for green steel, the UK runs the risk of 
spending billions to prop up its steel 
industry without equipping it with the 
support needed to meet the steel 
demand of the clean transition.
Helen Clarkson
Chief Executive, Climate Group,
London SE1, UK

Here’s a specific proposal 
to ease the housing crisis 
One specific suggestion prompted by 
your timely leader on Generation Rent 
(FT View, September 2) is to increase 
the current threshold, currently 
£7,500, below which providing 
furnished accommodation in your 
home can qualify for HM Revenue & 
Customs’ rent-a-room scheme 
(Guidance note HS223). 

When George Osborne significantly 
increased the threshold under the 
coalition, the allowance seemed 
sensible, even generous. But, as you 
say, rents have increased sharply since. 
The rent-a-room scheme helps increase 
the supply of low-cost accommodation 
for renters, particularly for students 
and other young people, willing to 
lodge in someone else’s home. To 
the extent that people, without 
complicating their own tax affairs, are 
willing to let rooms that would 
otherwise remain empty, the increase 
in supply is achieved without any cost 
to the exchequer or public authorities.
Peter Lewis
London SE26, UK

There’s room for rash vows 
in a successful marriage
While the shared purchase of 
a computer is an admirable strategy 
for determining a successful marriage 
(Opinion, November 7), there is also a 
place for “rash vows”, as GK Chesterton 
elegantly noted. To commit to a 
marriage does require the same 
single-mindedness of faith and 
vision as applied to the declarations of 
chaining two mountains together, 
which Chesterton observed in his essay 
“A Defence of Rash Vows”. In fact he 
goes as far as to say “it is a little insane 
not to do so”.

As Stephen Bush implies in his 
column “Marry me? (Warning: 
risk of social contagion)”, there is 
certainly a tendency to see the 
marriage proposal as an act of the 
“madness of crowds”. But it’s also 
driven by our collective biological time 
clock anxiety. 

Joint prudence in running the 
household budget or purchasing 
hardware such as the computer is an 
admirable quality, but we also need the 
blind faith and commitment from rash 
acts, in order to carry us through life. 
Especially the rich tapestry of family 
life as I am apt to mention to my own 
family, when chaos makes its regular 
appearance!

Chesterton’s other essays “On Pigs as 
Pets” and “On Divorce” are however 
best left on the shelf. 
Alexander Hutchinson
Winchester, Hampshire, UK

Recalling how France 
avoided its own 9/11
In “Israel’s October 7 intelligence 
failure spawns doctrine of pre-emptive 
action” (Report, November 10), you 
mention the failure by US security 
officials to foresee 9/11, even though 
many said they had read Tom Clancy’s 
1994 novel, which climaxes with 
exactly such a scene of terrorists flying 
planes into big US buildings.

That is what nearly happened during 
the hijack of Air France flight 8969 on 
December 24-26 1994. Four Armed 
Islamic Group of Algeria terrorists 
hijacked a plane on the tarmac at 
Algiers’ Houari Boumediene airport 
and the French soon discovered their 
intention was to fly to Paris and crash it 
either into the Eiffel Tower or the 
Montparnasse Tower. 

After a few passengers were killed in 
Algiers, French Prime Minister 
Édouard Balladur prevailed on the 
Algerian President Liamine Zéroual to 
let the flight take off to France. It 
landed in Marseille, ostensibly to 
refuel, where the GIGN, the counter 
terrorist unit of the French police, 
stormed the aircraft, killing the 
terrorists and releasing the passengers.

Reality had caught up with fiction.
Francis Ghilès
Senior Researcher and Visiting Fellow 
King's College London, London WC2, UK

sanctions has increased tenfold in the 
past two decades, with a significant 
accelerating trend in most recent years. 

As Daniel W Drezner, a US sanctions 
expert, wrote in a recent article in 
Foreign Affairs magazine: “Two 
decades of war, recession, polarisation, 
and now pandemic have dented 
American power. Frustrated US 
presidents are left with fewer arrows 
in their quiver, and they are quick to 
reach for the easy, available tools of 
sanctions.”

The fact that Washington is 

sanctioning about 12,000 entities 
worldwide shows how this national 
security tool might be out of control. 
Astonishingly, sanctions do not spare 
even US allies. Consider the Treasury 
department’s recent decision to 
terminate the bilateral tax treaty with 
Hungary over Budapest’s rejection of 
the 15 per cent global minimum 
corporate tax rule, which also faces 
strong opposition even in Congress. 

Over-reliance on financial sanctions 
as a national security instrument may 
backfire, their effectiveness eroded. 

For example, China — seeing the US 
block Russia’s access to the Swift 
financial messaging system — is rapidly 
expanding its own messaging system.

In its de-dollarisation effort, 
Beijing strongly supports the use of 
national currencies within the Brics. 
Longer term, innovations such as 
digital currencies offer China another 
option to diminish the impact of 
dollar-based sanctions. 
Istvan Dobozi
Former Lead Economist, World Bank
Sarasota, FL, US 
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Economists search for 
R-star to guide them
Three very useful recent FT articles 
show a huge gap in economists’ current 
framework of analysis and make the 
case for much more stable monetary 
policy than we’ve seen since 2020.

Soumaya Keynes expertly 
summarises where economists reckon 
the equilibrium real rate of interest to 
be (Opinion, November 3). 

While economists are searching for 
R-star, the level of rates consistent 
with equilibrium in the real economy, 
Harriet Clarfelt (Big Read, 
November 8) convincingly makes the 
case that corporate debt portfolios 
were structured for a world of ultra-lax 
monetary conditions and that today’s 
tighter policy environment will 
result in stress, with likely adverse 
implications for investment 
and growth. 

Meanwhile, Ruchir Sharma 
(Opinion, November 6) makes clear 
that flows of government debt are 
important determinants of bond yields, 
which affect both corporate borrowing 
costs and output and inflation.

Taking these pieces together shows 
there can be no macroeconomic 
equilibrium without simultaneous 
equilibrium in terms of financial stocks 
and flows. 

Moreover, there needs to be 
equilibrium in the banking sector and 
other financial intermediaries, as the 
turmoil after the UK’s “mini” Budget in 
2022 amply demonstrated.

Unfortunately, most economic and 
policy analysis ignores the vital role 
played by financial stocks and flows in 
determining macroeconomic 
outcomes. These shortcomings are 
most pronounced, and most likely to 
lead to policy errors, when there is 
a sharp shift from a lax to a stringent 
monetary policy regime. In those 
circumstances, what may be the long-
run equilibrium real interest rate will 
be excessive for debt and portfolios 
structured for a lax regime, as Japan 
learnt in the 1990s.

Economics is not a science where 
there are natural constants, though 
past averages can help in analysis. 

R-star not only moves around but is 
also path-dependent, because debt and 
asset portfolios are path-dependent. 
The recent bond market roller-coaster 
convincingly makes the case that 
abrupt monetary policy shifts, as seen 
in 2020 and in the opposite direction 
since 2022, leave markets and 
economic agents bereft of a star to 
guide them. In those circumstances, 
avoiding a significant policy error boils 
down to luck. 

Thus, policy needs to be steadier and 
more predictable than we have seen 
since 2020. We would then have a far 
better guide to whether policy is too 
tight or too slack, and by how much.
Paul Mortimer-Lee
Research Fellow, NIESR (UK)
Purchase, NY, US

Elina Ribakova’s November 8 opinion 
piece “Economic sanctions risk losing 
their bite as a US policy weapon” is on 
target, but it fails to pinpoint a major 
reason for the sanctions’ limited 
efficacy: overuse. 

Back in 2016, the then US Treasury 
secretary, Jack Lew, said the US “must 
guard against the impulse to reach for 
sanctions too lightly or in situations 
where they have negligible impact”. 

Yet according to the US Treasury 
department’s recent sanctions review, 
the number of economic/financial 

US financial sanctions risk fuelling de-dollarisation trends
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T he question of what to do 
with global corporate tax 
abuse, including tax 
havens, has been on the 
international agenda for 

many years. And this is a vitally impor-
tant matter for Africa and developing 
countries around the world. I am very 
concerned, therefore, by the possibility 
that progress on this matter may be 
stalled by a debate over how exactly to 
move forward.

For many Africans, fulfilling the UN’s 
sustainable development goals (SDGs), 
outlined in the 2030 Agenda for Sus-
tainable Development, is a matter of life 
and death. Unfortunately, their ability 

Regrettably, the EU, together with the 
UK, continues to argue against the UN 
option.

Obviously, it would be desirable if the 
current draft resolution before the Gen-
eral Assembly, which proposes that the 
UN should establish the bodies and 
processes to negotiate the tax conven-
tion, is adopted by consensus.

Therefore, I appeal to the UK govern-
ment and its counterparts in the EU
to join the majority of UN member 
states, which represent the bulk of the 
world’s poor, and vote to sit at the same 
table as the representatives of develop-
ing countries. 

This is the best way to negotiate an 
outcome that would decisively change 
the lives of the world’s impoverished
billions for the better.

The writer is a former president of South 
Africa and chairs the African High Level 
Panel on Illicit Financial Flows

Thabo 
Mbeki

the processes required to produce the 
first ever global response to interna-
tional tax abuse. Once established, a 
convention on international tax co-
operation would avert an estimated
global loss of $5tn to tax havens over
the next decade.

Unfortunately, progress on this vital 
issue could yet be derailed by a bitter 
dispute about whether this interna-
tional convention should be negotiated 
through the UN or the OECD.

African countries firmly believe that 
the UN is the right place to host these 
negotiations — for the obvious reason 
that this would ensure inclusivity and 
the participation of all countries in this 
process, and thus shared global owner-
ship of the outcome.

The valuable work already done on 
this tax matter by the OECD, which 
comprises 38 countries, would be fully 
integrated within the UN negotiations, 
involving all its 193 member states.

harmful competition among states, 
eventually leading to the erosion of 
national tax bases. They called for a 
multilateral approach to limit such 
practices. 

The 2009 meeting of the G20 took this 
further, calling for global financial 
transparency and undertaking to act 
against financial secrecy jurisdictions 
and tax havens.

Last year the Africa group at the UN 
tabled a resolution at the General 
Assembly urging the organisation to 
work on international tax co-operation. 
The resolution was adopted by consen-
sus. 

A follow-up has now been tabled pro-
posing that the General Assembly 
authorise the establishment of intergov-
ernmental structures to work on a 
framework convention on international 
tax co-operation.

In the coming days the UN could
take a historic vote putting in place

Lower income countries are esti-
mated to lose the equivalent of just 
under half their collective public health 
budgets every year to multinational cor-
porations shifting profits into tax 
havens, and to wealthy individuals
who hide their wealth in offshore
jurisdictions.

However, worries about international 
tax abuse and financial secrecy are
not restricted to the countries in the 
south. These should be matters of global 
concern.

As long ago as 1996, G7 leaders dis-
cussed tax schemes which would create 

to meet these aims is hobbled by illicit 
financial outflows.

In 2015, at an international confer-
ence on financing for development held 
in Addis Ababa, African delegates, and 
others from the countries in the Global 
South, endorsed a call for domestic 
resources to be mobilised to meet the 
SDGs. At the same time, they were also 
fully aware of the huge sums African 
states were losing thanks to hidden capi-
tal movements.

A panel I led reported that African 
countries lose billions of dollars every 
year through this movement of capital, 
depriving us of the resources we
need for development. The panel found 
that the largest contributors to illicit 
financial outflows — two-thirds — were 
commercial tax evasion and avoidance 
(including trade mis-invoicing and abu-
sive transfer pricing by multinationals), 
followed by organised crime and cor-
ruption in the public sector.

Use the UN to tackle the scourge of global tax abuse

African countries firmly 
believe the organisation 
is the right place to host 

these negotiations

Opinion
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Recent data suggests US core inflation is
falling towards target quite rapidly
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Eurozone core inflation is also forecast
to fall towards target
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Growth has been far more resilient in the
US than in the eurozone in 2023
Successive consensus forecasts of GDP growth in 2023
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L ewd comments, strip club
visits, loutish behaviour on 
training trips and pressure
to drink while on the job. It 
sounds like an all too familiar 

Wall Street scandal. But this time, the 
alleged bad boys aren’t bankers but the 
regulators charged with keeping them 
in line. 

According to a Wall Street Journal 
investigation, the Federal Deposit Insur-
ance Corporation has suffered for years 
from what former employees described 
as a “toxic atmosphere” that prompted 
women to quit while men accused of 

highest level since at least 2015. The 
similarity between male and female 
rates, rather than being reassuring, sug-
gests that the bad behaviour is taking a 
toll beyond its direct targets. Regulators 
have long argued for such a link as they 
lectured bankers to clean up their acts 
in the service of financial stability.

The FDIC was the primary federal 
regulator for both First Republic and 
Signature before they collapsed. Post 
mortems found that the FDIC staff 
“missed opportunities” to flag up prob-
lems at Signature and were “too gener-
ous” with First Republic. 

The revelations come at a delicate 
time for bank watchdogs. They have put 
forward far-reaching proposals to 
tighten capital rules for large and 
regional US banks. The tougher stand-
ards would affect not just global behe-
moths but also those with $100bn or 
more in assets, many of them super-
vised by the FDIC.

ble . . . we will not tolerate it.” The FDIC 
has hired the law firm BakerHostetler to 
do a “top to bottom assessment”.

But Gruenberg’s long tenure calls into 
question his ability to make changes to 
the agency’s culture. He has been on the 
FDIC board for 18 years and chair or act-
ing chair for nine, in three separate 
stints. He also has a reputation for pre-
ferring a non-confrontational approach. 
This can help forge consensus but is less 
than ideal when rear ends need kicking.

Shocking as the current allegations 
are, they do not come out of the blue. 
The FDIC has dropped precipitously in 
recent employee satisfaction surveys: it 
went from being rated the top midsized 
US government agency in 2016 to 17th 
out of 27 last year. 

Attrition among field examiners, 
about 30 per cent of the agency’s work-
force, has more than doubled in the past 
two years to 12.2 per cent for women 
and 11.8 per cent for men last year, the 

ture and First Republic fell over, sending 
US regional banks into a brief tailspin. 

The FDIC also directly supervises 
more than 2,700 lenders; the rest are 
overseen by the Federal Reserve and 
other agencies. The allegations of a toxic 

culture come primarily from the watch-
dog’s bank examiners, many of whom 
work in regional offices and spend 
months on the road visiting individual 
institutions. 

So far, FDIC chair Martin Gruenberg 
is saying the right things, telling staff in a 
video message that harassment and dis-
crimination are “completely unaccepta-

misbehaviour remained employed. 
Female bank examiners described a 
sexualised, boys’ club environment that 
encouraged heavy drinking. 

The claims stretch back more than a 
decade, and continued even though the 
agency’s inspector general warned in 
2020 that the FDIC “had not established 
an adequate sexual harassment preven-
tion program” and incidents might not 
be properly reported.

They also come after 15 years of cam-
paigning by global regulators to change 
the culture of banking in order to pre-
vent a repeat of the 2008 financial crisis. 
The irony would be delicious if it were 
not so depressing.

The 6,000-strong FDIC is the rock on 
which US banking stability rests. It 
insures more than 850mn accounts at 
4,700 lenders, and is charged with find-
ing a solution when any of them fail. 
That job came to the fore earlier this 
year when Silicon Valley Bank, Signa-

Who is watching the watchdog when it comes to FDIC behaviour?

This time the alleged bad 
boys aren’t bankers but the 

regulators charged with 
keeping them in line

growth of just 0.9 per cent in 2024. 
Moreover, even that assumes loosening 
of ECB monetary policy in response to 
better news on inflation. Central banks 
must look ahead and remember the lags 
between their actions and economic 
activity. In doing so, they might also cast 
one eye on monetary data. Annual 
growth of broad money (M3) is firmly 
negative. Monetary data cannot be tar-
geted. But it must also not be ignored.

In brief, it looks increasingly plausible 
that this tightening cycle has come to an 
end. It also looks quite likely that the 
beginning of the subsequent loosening
is closer than central banks are
suggesting. If that turns out not to be the 
case, there is some risk that it will come 
too late to avoid a costly slowdown and 
even a return to too low inflation. Yet 
none of this is certain: policymaking is 

around 2.5 per cent in January 2022 to 
close to zero at the end of last year. But 
forecasts for the US are now at 2.4 per 
cent, while the eurozone’s are for only 
0.5 per cent. The US combination of 
strong growth, low unemployment and 
falling inflation looks rather like the 
“immaculate disinflation” in which I, 
for one, disbelieved. Why that has hap-
pened is a topic for another time. In 
terms of output, however, disinflation 
looks less immaculate in the eurozone. 
That is not surprising, since its inflation 
and weak growth were powered by the 
energy shock caused by Russia’s war on 
Ukraine. (See charts.)

Now, look ahead. As John Llewellyn 
has argued, the US economy might be 
substantially weaker next year. As for 
eurozone growth, even the relatively 
optimistic Goldman forecasts are for 

zone, Goldman expects “underlying 
inflation to normalise in 2024. Core 
inflation has cooled more than expected 
in recent months . . . and wage growth 
is showing clear signs of deceleration.”

While inflation is cooling in both 
places, both shocks and economic per-
formance have been very different. The 
most striking divergence is in growth 
this year. Consensus forecasts for US 
and eurozone growth in 2023 tracked 
each other closely downwards in 2022, 
with forecasts for 2023 tumbling from 

seeing a change. ‘Long enough’ has to be 
long enough.”

A reasonable conclusion from this 
behaviour is that, barring surprises, 
rates have now peaked. But central 
banks simultaneously stress their plan 
to keep them up. One justification for 
publicising that intention is that it is 
itself a policy tool. If markets believe 
lower rates will come soon, they are 
likely to bid up bond prices, so lowering 
rates and easing monetary conditions. 
Given the uncertainty on the outlook, 
central banks do not wish today’s tight 
financial conditions to be undermined 
in that way. They would prefer to pre-
serve them until certain that their econ-
omies do not need them any more.

So far, so understandable. The ques-
tion is how uncertain the outlook really 
is. The answers optimists give for the US 
and eurozone are different. But they 
come to much the same conclusion: the 
inflation threat is passing rather more 
quickly than central banks suggest. In 
recent analyses, Goldman Sachs econo-
mists present this case clearly.

On the US, they argue that “core infla-
tion has fallen sharply from its pan-
demic peak and should begin its final 
descent in 2024”. They see further disin-
flation coming from rebalancing in the 
auto, housing rental and labour mar-
kets. They add that “wage growth has 
fallen most of the way to its 3.5 per cent 
sustainable pace”. In all, core personal 
consumption expenditures (PCE) infla-
tion should fall to around 2.4 per cent by 
December of next year. On the euro-

H ave central bank interest 
rates peaked in the US and 
the eurozone? If so, how 
quickly might they fall? 
From around mid-2021, 

central banks clearly had to tighten sig-
nificantly. But what they have to do next 
is uncertain. Whatever central bankers 
might say about what they plan to do, 
events always have the last word. If, as 
many now expect, core inflation falls 
quickly towards their target, they will 
have to loosen policy. While loss of cred-
ibility is damaging when inflation gets 
too high, it is also so when it gets too low. 
A return to sub-target inflation and 
“pushing on a string” monetary policy 
would be highly undesirable. The time 
to respond to such risks looks close — 
closer than central banks admit, espe-
cially given the lags in transmission of 
the past tightening.

Jay Powell, chair of the US Federal 
Reserve, and Christine Lagarde, presi-
dent of the European Central Bank, 
have stated their plan not to ease soon. 
Intervention rates have remained stable 
for some time: the fed funds rate at 5.5 
per cent since July and the ECB’s deposit 
rate at 4 per cent since September. Yet 
Powell warned this month that the mis-
sion to return inflation to its 2 per cent 
target had a “long way to go”. Similarly, 
Lagarde told the FT last week that euro-
zone inflation would come down to its 2 
per cent target if interest rates were kept 
at their current levels for “long enough”. 
But “it is not something that [means] in 
the next couple of quarters we will be 

The case for 
loosening is 

gaining traction

Policymakers should not 
fight a war for too long, 

just because they 
started it too late

now at a truly difficult point in the cycle.
We also need to note some lessons. 

First, the very resilience of economies 
confirms that tightening was justified: 
how high might US inflation be now 
without it? Second, inflation expecta-
tions have stayed well anchored, despite 
the huge overshoot. Thus, the inflation 
targeting regime has worked well. 
Third, labour markets have also 
behaved better than expected. Fourth, 
forward guidance is risky: policymakers 
should think carefully before making 
commitments they might soon have to 
break. Finally, they should not fight a 
war for too long, just because they 
started it too late. Yes, the last mile may 
indeed be the hardest. But one must 
notice when crossing the finishing line.

martin.wolf@ft.com

Martin Wolf Economics

As inflation eases, central banks now 
find themselves at the most difficult 
point in the decision-making cycle

The industry, led by JPMorgan Chase’s 
Jamie Dimon, is pushing back. The 
bankers contend that the new rules, 
known as the Basel III endgame, would 
sharply increase borrowing costs and 
hurt economic growth. The FDIC’s trou-
bles make it easier for bankers to raise 
questions about the regulator’s author-
ity and argue for watering down the pro-
posals. The revelations could undercut 
claims that tighter rules rather than bet-
ter supervisors are needed to keep the 
banking system safe.

Whether or not the capital proposals 
survive, the FDIC must take concrete 
steps to repair its culture and credibility. 
It has no hope of keeping the financial 
services industry in line if top officials 
tolerate the kinds of behaviour that 
would get a banker fired. Protecting 
financial stability cannot be the pre-
serve of crude party animals.

brooke.masters@ft.com
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When ethical beauty entrepreneur 
Anita Roddick sold The Body Shop to 
L’Oréal in 2006, cynics said it would 
lose its mojo. Curiously, the damage 
appears to have been worse under the 
subsequent ownership of Brazil’s 
Natura & Co.

Munich-based private equity group 
Aurelius is stumping up an enterprise 
value of £207mn for the Body Shop. 
That is about a fifth of what Natura 
paid to L’Oréal in 2017. The payout 
looks even more paltry if you strip out 
a £90mn earn-out embedded in the 
sales price. This is conditional on the 
business hitting performance targets.

It means the £117mn Natura will 
receive immediately would value The 
Body Shop at about two times last 
year’s ebitda. Natura trades on about
11 times while L’Oréal is on 25 times. 

The collapse in valuation follows a 
long period of poor sales for The Body 
Shop. The chain of about 2,500 shops 
across more than 70 countries pulled 
inR$4.4bn (£724mn) in revenue last 
year, down 24 per cent from 2021. 
Ebitda tumbled to R$363.6mn from
R$1bn in 2021 as margins fell by more 
than half to 8.3 per cent. All three 
metrics have taken another leg lower in 
the first nine months of this year.

The Body Shop’s concept of “retailing 
with a conscience” was revolutionary 
in the 1970s. Competitors have since 
caught up; everyone is selling natural 
beauty products in sustainable 
packaging. The chain has struggled to 
adapt now that social media has 
changed the way people buy. YouTube 
make-up tutorials and TikTok 
influencers drive sales. It makes The 
Body Shop’s single-brand, speciality 
store model a tough business. This is 
reflected in its slim ebitda margin of 
3.4 per cent, which compares with 10.8 
per cent for Natura’s own brand.

Aurelius should unlock value by 
slimming down the bricks and mortar 
network and boosting the brand’s 
online presence. It should also invest in 
innovation in higher-margin skincare 
products. This seventies brand needs a 
millennial-friendly makeover.

The Body Shop: 
corporal punishment

the risk-free rate, in line with the 
regulator’s guidelines for mature 
schemes, would put the deficit at £6bn, 
according to expert John Ralfe. An 
even bigger number — just over £9bn 
— would apply if BT paid an insurer to 
take on liabilities. Such factors should 
weigh heavily in the calculations of 
telecoms mogul Patrick Drahi, who has 
built up an equity exposure of 24.5 per 
cent. An agreement not to bid for BT 
expires on November 24.

James Ratzer of New Street Research 
says a leveraged buyout that more than 
doubled net debt-to-ebitda to 4.25 
times could be perceived as a 55 per 
cent weakening of the covenant. The 
pension fund trustees might require a 
hefty top-up payment to compensate. 
The arcane world of pension valuations 
could be set to move into the spotlight. 

£3.7bn in the three years to June 2023. 
This was down to contributions. 
Hedging limited the benefit from rate 
rises. The fall in liabilities of just over a 
third in the three years to 2023 was 
matched by a fall in the valuation of 
assets. Neither this nor BT’s pledge to 
go on pouring £600mn a year into the 
scheme surprised. That predictability 
means one less distraction for 
incoming chief Allison Kirkby. 

Risks remain. The pension fund has 
cut its equity holdings by three-
quarters, but holds £11bn — 30 per 
cent of the total — in other “growth” 
assets including private equity and 
property. Investors might fret about 
looming writedowns in private 
markets. Other measures of the deficit 
are more alarming. Cutting the 
discount rate to 50 basis points above 

scratch. To find more customers, 
Wonder Group could soon find itself 
saddled with a very big marketing bill.

Pension promises sent a wrecking ball 
through the finances of many long-
established groups. The liabilities of 
UK telecoms company BT’s fund are 
more than three times its £12bn 
market value. But a costly and drawn-
out renovation job has repaired the 
worst of the damage.

The BT fund’s triennial valuation 
yesterday showed that the scheme was 
on track to be fully funded by 2030. 
The deficit has more than halved to 

BT/pensions: 
history lessens

Like planking and peplums, meal kits 
are a 2010s trend that has grown stale. 
Blue Apron, once a near-$2bn US 
company, has been bought by mobile 
restaurant start-up Wonder Group for 
$103mn. That should unnerve investors 
in European rival Hello Fresh. 

Meal companies deliver perishable 
ingredients so consumers can cut down 
on preparation time and food waste. It 
lets customers focus on particular meal 
types, such as keto or vegan. 

But after more than a decade in 
business, Blue Apron has not produced 
profit or sales growth. It has funnelled 
revenue into marketing and discounts 
to attract new customers. Rivals like 
Home Chef and Berlin-based Hello 
Fresh fought for the same market 
share. Blue Apron’s marketing spend 
was equal to 18 per cent of revenue last 
year. At Hello Fresh it was 17 per cent. 

Blue Apron can be commended for 
persuading customers to buy more. In 
the last set of quarterly earnings, active 
customer numbers fell 6 per cent while 
revenue dropped 3 per cent. But such 
metrics are not good enough to support 
this former growth stock. Sales peaked 
in 2017 — the year Blue Apron went 
public. Last November, it withdrew its 
annual revenue target. Even after 
selling fulfilment centres and other 
assets to meal company Fresh Realm, 
Blue Apron could not break even. 
Salvation has come from fellow food 
delivery company Wonder Group. It 
has purchased Blue Apron at $13 per 
share, twice the level the stock was 
trading at. This optimism is 
unwarranted. Wonder Group has now 
switched from its expensive plan to kit 
out trucks with kitchens into food 
delivery. Sending out prepared food is 
cheaper but demand is still lagging. 
Hello Fresh may be profitable but it too 
is reporting slowing growth. It has kept 
margins intact by cutting spending. 

The problem with meal kits is that 
they seem expensive relative to their 
modest advantages over cooking from 

Blue Apron: 
sliced and diced

Vacuum cleaners sanitise by collecting 
debris. In recent years, Glencore has 
hoovered up coal assets other mining 
groups wanted to cleanse themselves 
of. The Swiss group committed to 
getting out of coal even as it 
accumulated cheap assets and banked 
the cash flows. The strategy has made 
lots of money for investors.

The latest acquisition, $6.9bn cash 
for 77 per cent of the coking coal assets 
of Teck Resources, starts the clock on a 
demerger in two years. Talk about 
eating your cake and still having it.

Plenty of shareholders in Glencore 
and Teck of Canada want out of filthy 
coal. Profits from the commodity have 
waned with the energy crisis triggered 
by the Ukraine war. The price of 
power-generating thermal coal, 
Glencore’s strong suit, has fallen nearly 
two-thirds in the past year. That adds 
impetus to get out. 

But wait, what happened to 
Glencore’s “managed decline” of coal 
assets? The business had promised a 
responsible run-off of its fossil tree 
digging enterprise.

The narrative has changed of late. 
Glencore now expects to demerge its 
entire coal business within two years. It 
has closed some older mines in 
Colombia. But pressure to shut more 
will diminish as the demerger 
approaches. The new management of 
the coal spin-off may then be reluctant 
to whittle it down.

Teck’s coking coal business, Elk 
Valley, will make the unit a more 
attractive investment. Elk Valley’s hard 
coking coals earn a premium price of 
$293 per tonne. That is about double 
the price of lower-quality coking and 
thermal coal. 

Both Glencore and Teck argue that 
they got the best deal. Nippon Steel and 
Posco can afford agnosticism on that. 
Neither will put up much for their 
stakes. At a debt-free valuation of 
$8.9bn for the whole business, the price 
looks similar to what BHP received in a 
recent coking coal sale. Analysts had 
expected Glencore to pay more.

Unusually, Teck sought no future 
royalties from Elk Valley, Liberum 
noted. Complete separation from the 
“dark hoard” was evidently advisable.

Bosses of both companies will pass 
the polluting parcel to new stewards. 

Glencore/Teck: 
coal lotta love

Glencore shareholders will have the 
choice of keeping shares in the spin-off 
or dumping them fastidiously on the 
market. In passing the buck, vendor 
and acquirer have ensured they will 
make a few of their own along the way.
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Germany avoided the mishaps of its 
peers during the previous European 
housing bubble over a decade ago. It 
has more than made up for it this 
time around. Following a boom, 
higher interest rates have triggered a 
bust. An update from apartment 
owner TAG Immobilien yesterday 
offered a lens into the travails of 
landlords and their shareholders. 

Deleveraging is the order of the 
day. Landlords must tighten their 
belts with lower outgoings and sell 
properties to pay down debts as 
valuations fall. TAG said it would not 
pay any dividends for the second 
consecutive time this year and would 
continue to sell apartments. 

The all-important loan-to-value 
ratio remained steady in the third 

quarter at 47 per cent. But declines in 
valuations will continue to work their 
way into the reported numbers. TAG 
and its peers remain at risk from the 
exuberance of the low rates era. 

Like Vonovia and LEG Immobilien, 
TAG has expanded through acquisition. 
It bought Polish developer ROBYG in 
2021 and was forced to raise equity last 
year. That diversification, however, 
provides an edge. Polish house prices 
are still rising and demand is strong.

Cracks in the German housing 
market loom large. Prices are now 
falling rapidly, down 10 per cent year 
on year in the second quarter. That is 
putting pressure on balance sheets as 
refinancing windows approach and 
lenders demand tighter standards. 

The risk of breaching debt covenants 

remains the biggest threat to 
shareholders. TAG appears safer than 
some. Based on analysts’ estimates, 
Vonovia and LEG are likely to be 
much closer to the limit. 

Yet TAG does not have a lot of 
wriggle room, given covenants stating 
loans should be under 60 per cent of 
asset values. They are now around 
55 per cent, based on estimates of 
current values by Andres Toome of 
Green Street. There are signs that 
interest rate rises may be levelling 
off. That holds out the promise of 
respite. But for now, the market is 
weighed down by the high leverage of 
some of the largest property 
companies. Given the potential for 
forced selling, it is too early to expect 
a let-up in downward pressure.

European residential balance sheets
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TAG/German residential: heimat change
House prices in Germany rose more rapidly in recent years than in most other European countries. Big 
residential landlords expanded aggressively with debt-fuelled acquisitions. Lower share prices reflect the 
need to deleverage, as falling property values threaten lending covenants.
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ACROSS

 1 Power-mad sort from an isle in a claim 
skewed with ego (12)
 10 Ancient ascetic catching cold shows 
perfect form (7)
 11 Free ale left out needs advertising? (7)
 12 Checked garment very French wife 
wears (5)
 13 Stuart eviscerated by Helen, thespian in 
Scottish club (2,6)
 15 Course includes bread and Irish cheese 
(10)
 16 What sewer may carry in central areas 
gets fruity (4)
 18 Our trash regularly removed in state (4)
 20 Little son carrying weight (10)
 22 Material from Web in plan approved to 
hold crowd back (8)
 24 Little bird, duck joyful at last in rain? (5)
 26 Finished drink — lay on another? (7)
 27 Driver takes a road westward — new 
woman going that way (7)
 28 Absorbing information, cast eye at 
nasty letters found here? (6,6)

DOWN

 2 Band manager’s recordings with One In 
Ten (7)
 3 Americans ignoring Republican reforms 
as one unable to recall (8)
 4 Skinned foxes and bovines trained to 
work (4)
 5 Do this with a tall tree tumbling that 
traps one? (10)
 6 Asian occasionally fiery ran quiz (5)
 7 Criminal partner dismissed by primate 
in sect (7)
 8 Canine expert lets a dog run wild round 
men, slipping lead (6,7)
 9 Menhir bearing weight (8,5)
 14 Macbeth unstable crossing two rivers in 
wee vessel (10)
 17 Working inside, the French 
manufactured drink (8)
 19 Sour and astringent wind from the 
south east (7)
 21 Muslim, constant Neo’s returned to 
Scots girl (7)
 23 Frequently nurses left parcel out (5)
 25 Work from Sturluson in unremembered 
days (4)
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