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OLAF STORBECK — FRANKFURT  

Freshfields Bruckhaus Deringer’s 
former global head of tax is “highly 
likely” to be found guilty of aiding and 
abetting tax fraud, a senior German 
judge said yesterday.

Ulf Johannemann, who was the “magic 
circle” law firm’s most senior tax part-
ner until 2019, has been on trial in 
Frankfurt since September over his 
advice to Maple Bank, a defunct Ger-
man unit of Canada’s Maple Financial. 

From 2006 to 2009, Maple conducted 
complex share-swapping deals that 
tricked the German tax authorities into 
refunding more than €388mn in divi-
dend taxes that had never been paid.

Johannemann could face a multiyear 
jail term if found guilty by the panel of 
five judges in Frankfurt. In a previous 
trial, Maple’s former head of Germany 

was sentenced to four years and four 
months in prison over the transactions.

Presiding judge Werner Gröschel yes-
terday gave the court’s interim view of 
the evidence against the former senior 
lawyer, saying it was “highly likely” 
there would be convictions on four out 
of five charges. 

Maple relied on legal opinions issued 
by Johannemann stating that so-called 
“cum-ex” transactions were legal under 
Germany’s tax law. The lender was 
closed down by Germany’s financial 
watchdog BaFin in 2016.

According to Maple’s former head of 
trading, the lawyer’s opinion was crucial 
to the bank’s embarking on the trades. 
“If Johannemann had said that this 
strategy is fraud, I would like to think I 
would have said that the strategy will 
not be executed,” he said.

Freshfields was one of several high-

profile law firms that argued cum-ex 
deals were legal. The law firm avoided 
direct prosecution over its advice to 
Maple in a 2021 deal that involved a vol-
untary payment of €10mn to the Ger-
man tax authority. Freshfields also paid 
€50mn to Maple’s administrator.

Frankfurt prosecutors allege that 
Johannemann deliberately gave 
improper advice to Maple, as it was evi-
dent to him that it was illegal to claim 
back taxes never paid in the first place. 

Johannemann has not yet addressed 
the allegations in court, aside from a 
short statement by his lawyer at the 
start of the trial arguing that the tax 
question at the time had been more 
complex than prosecutors allege. Law-
yers for Johannemann declined to com-
ment on the judge’s assessment in court. 

Freshfields said it was “not a party to 
these proceedings”.

Ex-Freshfields partner ‘highly likely’ 
to be convicted in tax fraud, says judge
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Big business finds room to 
talk on sidelines of COP28
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ESG backlash throws investors off balance
BIG READ, PAGE 17

An anxious world weighs heavily on Biden
GIDEON RACHMAN, PAGE 19

Briefing

i White House warning
against ‘kneecapping’ Kyiv   
The Biden administration has 
fired a blunt warning to Congress 
that the US is set to run out of 
funds for Ukraine. Cutting the 
flow of weapons would “kneecap 
Ukraine on the battlefield”, it said.
— PAGE 2; GIDEON RACHMAN, PAGE 19

i Kerry defends gas record
John Kerry, the top US climate 
diplomat, has defended the surge 
in American LNG production, 
saying Washington remains 
committed to phasing out fossil 
fuels.— PAGE 4; BIG BUSINESS, PAGE 10

i Ship strikes raise tension 
Attacks on a US warship and 
three commercial vessels in the 
Red Sea have raised fears over a 
worsening in the fallout from 
Israel’s fight with Hamas.— PAGE 4; 

TUNNEL FIGHT, PAGE 3; LEX, PAGE 20

i Maduro hails Guyana vote
The Venezuelan president has 
trumpeted “overwhelming” 
backing in Sunday’s referendum 
for Caracas’ claim to an oil-rich 
swath of its neighbour, marking a 
new phase in the dispute.— PAGE 4

i Reprieve for Evergrande
A Hong Kong judge has delayed a 
decision on the liquidation of the 
world’s most indebted property 
developer, giving it until January 
29 to formulate a restructuring 
plan.— PAGE 8; LEX, PAGE 20

i Irish asylum crisis 
Dublin has warned it has run out 
of accommodation for asylum 
seekers. Ireland has witnessed 
anti-immigrant incidents in 
recent months, including rioting 
in the capital last month.— PAGE 2

i Origin investors kill bid
A $12.7bn takeover bid for 
Australia’s biggest energy group 
has been defeated. Canadian 
asset manager Brookfield had 
intended to buy and break up the 
business.— PAGE 8; LEX, PAGE 20

i Horta-Osório jet sold
UBS has sold the Credit Suisse 
corporate jet that the collapsed 
bank’s then-chair, António
Horta-Osório, used when 
breaching Covid lockdown rules 
to attend Wimbledon.— PAGE 6

Rates hunch
Bets on cuts 
boost bitcoin
Bitcoin hit its highest level in 20 months 
yesterday while gold reached a record 
peak, as investors bet that interest rates 
were likely to start falling early next year.

The cryptocurrency, which soared to 
more than $42,000, was also lifted by 
hopes that the worst of the industry’s 
crisis was over. It fell back to $41,644, up 
7.4 per cent on the day.

Gold rallied as much as 3 per cent to 
$2,135 per troy ounce, before slipping 
back to $2,046.

The market moves are fuelled by 
growing expectations that the Federal 
Reserve will soon cut borrowing costs. 

“You look at bitcoin and gold and you 
see a very similar kind of evolution,” 
said Luca Paolini, chief strategist at 
Pictet Asset Management. “All the asset 
classes that tend to do well when the Fed 
cuts rates aggressively are doing well.”
Gold surge page 6
Cash floods into money funds page 11

DANIEL THOMAS — LONDON 
ANNA NICOLAOU  — NEW YORK

Spotify is axing almost a fifth of its 
workforce after warning that it needs to 
cut costs as the music streaming group 
struggles to turn rising subscriber num-
bers into consistent profitability. 

In a memo to staff yesterday, chief 
executive Daniel Ek said Spotify would 
cut about 17 per cent of its staff, or about 
1,500 people. Spotify employs more 
than 9,000 people worldwide. 

“I recognise this will impact a number 
of individuals who have made valuable 
contributions,” Ek said. “To be blunt, 
many smart, talented and hard-
working people will be departing us.” 

Spotify’s share price was 9 per cent 
higher in midday trading in New York. 

The company added 85mn users, incl -

uding 21mn paying subscribers, in the 
first nine months of this year, despite 
raising prices in many countries. Spotify 
now has 226mn paying users and more 
than half a billion total users globally.

Despite its popularity, Spotify has 
wrestled with profitability throughout 
its history. Activist investor ValueAct 
acquired a stake in Spotify in February 
and raised concerns that its expenses 
had “exploded”. 

Combined with earlier rounds of cuts 

this year, Spotify has fired more than 
2,000 staff, or a quarter of its workforce, 
while its user growth has soared. 

“The knock on Spotify from investors 
for so long was: amazing service, amaz-
ing platform, not a great business,” said 
Rich Greenfield, analyst at LightShed. 
“This is demonstrating to investors that 
this can be a great business. People lost 
faith in that over the past few years.”

The latest job reductions come just 
over a month after Spotify’s cost-cutting 
drive showed signs of paying off. In Oct -
ober the group pointed to cost cuts and 
price rises for helping it report its first 
quarterly profit in more than a year.

Ek acknowledged that the size of the 
job cuts would be a surprise, given rec -
ent improvement in earnings. He said 
the group had debated making smaller 

cuts next year and in 2025 but opted for 
a bigger restructuring now. Staff at risk 
of losing their jobs were told yesterday.

Spotify has set a goal of reaching long-
term gross profit margins of between 30 
and 35 per cent. Gross margins stood at 
26 per cent in the most recent quarter.

“Considering the gap between our 
financial goal state and our current 
operational costs, I decided that a sub-
stantial action to rightsize our costs was 
the best option to accomplish our objec-
tives,” Ek said. 

Spotify’s financial results had bene-
fited from an earlier round of cost cut-
ting after unwinding an expensive bet 
on podcasts, which included axing 
about 600 jobs at the start of this year 
and a further 200 in the summer. 

Bank of America analysts said in Oct -
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ober that Spotify had reached an “infl -
ection point” for profits, stating that 
“management’s recent commentary 
and actions on expenses should drive 
continued improvement”. But Ek said 
Spotify was facing new realities, inc l -
uding a higher cost of capital, and that it 
needed to become more efficient.

In Spotify’s early days, “our ingenuity 
and creativity were what set us apart”, 
he added. “As we’ve grown, we’ve 
moved too far away from this core prin-
ciple of resourcefulness.”

In the past year Spotify has cancelled 
a number original podcasts after spend-
ing heavily on exclusive shows with 
celebrities such as Michelle and Barack 
Obama. One deal with the Duke and 
Duchess of Sussex was reported to have 
cost $25mn for just 12 episodes. 

Spotify to axe almost a fifth of staff 
despite soaring subscriber growth 
3 Efficiency drive brings more cuts 3 Mounting expenses worry investors 3 Long quest for profitability 

‘Many smart, talented
and hard-working people 
will be departing us’
Daniel Ek, chief executive
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bring Glapiński before the tribunal. “I 
have no doubt that we will not do any-
thing that would disturb stability or 
undermine the reputation of the Polish 
state in Europe,” he added. 

Glapiński represents one of the most 
difficult challenges for Tusk as he seeks 
to oust PiS loyalists. Until 2025 Tusk 
must rule alongside President Andrzej 
Duda, a PiS appointee with veto powers.

In September, Poland’s central bank 
rocked markets with a big cut in interest 
rates, shortly before the election. At the 
time, Polish inflation was falling but it 
was still above target in double digits, 
which would typically point to small 
rate cuts, if any at all.

The NBP cut benchmark rates by 
0.75 percentage points, well beyond 
economists’ expectations for a cut of 
0.25 percentage points.

Kightley said the cut was “not a deci-
sion by a single person” but instead 
approved by a majority vote in the 
bank’s monetary policy council.

Adam Bodnar, a former ombudsman 
who is expected to become Tusk’s jus-
tice minister, said it was important to 
probe whether Glapiński misused his 
central bank powers in an effort to influ-
ence October’s election.

responsible for triggering intervention 
by the tribunal. 

If the tribunal suspends Glapiński, 
“an appeal will be made to the European 
Court of Justice because this suspension 
would breach the treaty on the function-
ing of the EU and statutes of the ESCB 
and of the ECB”, Kightley said.

“Central bankers are under public 
scrutiny and are often even verbally 
attacked, but I don’t know of another 
case where a governor is being threat-
ened by politicians that he or she would 
be suspended for no legitimate reason, 
without having breached neither the 
constitution nor any law.”

In 2022 Glapiński was re-elected to a 
second term of six years. ECB rules state 
a governor of an EU national central 
bank can be dismissed only “if he no 
longer fulfils the conditions required for 
the performance of his duties or if he has 
been guilty of serious misconduct”.

The ECB can intervene by issuing a 
non-binding opinion on whether a move 
to remove a governor is legal, as it did as 
part of successful efforts to prevent the 
ousting of Ilmārs Rimšēvičs as head of 
Latvia’s central bank in 2019.

Tusk has said no final decision has 
been made about whether to seek to 

large cut to interest rates shortly before 
the October vote. He wants the governor 
probed by a tribunal, in effect suspend-
ing him while the case is under review.

The NBP has now turned to the ECB, 
arguing that moving to oust Glapiński 
would undermine the independence of 
monetary policymakers across Europe.

“We are in contact with the ECB and 
we are discussing now this suspension 
issue with them,” said Marta Kightley, 
first deputy governor of the Polish cen-
tral bank.

Poland sits outside the euro area, but 
the ECB is responsible for overseeing the 
European System of Central Banks, 
which lays down operating principles 
for all of the EU’s central banks. “An 
attack on [the] independence [of the 
National Bank of Poland] may set a 
precedent and undermine the ESCB as a 
whole,” Kightley said. 

Christine Lagarde, the ECB president, 
replied to the Polish central bank in a 
letter published yesterday that “any 
measure affecting your ability to per-
form your duties as governor of the 
National Bank of Poland may, if not law-
ful, affect your independence and by 
extension the [ECB] general council”.

Glapiński is a member of the ECB’s 
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Monetary policy. Independence

Poland’s central bank turns to ECB in spat with Tusk

RAPHAEL MINDER — WARSAW  
MARTIN ARNOLD — FRANKFURT

Poland’s central bank is seeking support 
from the EU to defend it from Donald 
Tusk, claiming the incoming prime 
minister’s calls to remove its governor 
harm its independence.

The plea threatens to pull EU institu-
tions, including the European Central 
Bank, into another fraught handover of 
power in Poland, with appointees of the 
outgoing rightwing government — 
which clashed with Brussels for years — 
now seeking help from Europe.

Tusk has repeatedly demanded the 
removal of National Bank of Poland 
president Adam Glapiński — a long-
standing personal friend of Jarosław 
Kaczyński, whose ruling Law and Jus-
tice (PiS) party lost to a three-way coali-
tion led by Tusk this year.

Tusk, a former European Council 
president, accuses Glapiński of acting in 
the interests of PiS, including through a 

Incoming PM has called for 

removal of institution’s chief 

in bid to oust PiS loyalists

INTERNATIONAL

JAMES POLITI — WASHINGTON

The White House has issued a blunt 
warning that the US is set to run out of 
funds to aid Ukraine by the year-end, 
saying that a failure by Congress to pass 
new support would “kneecap” Kyiv.

The alert from Shalanda Young, the 
White House budget director, in a letter 
to congressional leaders yesterday, rep-
resented the most specific assessment 
yet of Washington’s waning financial 
and military support for Ukraine.

“Without congressional action, by the 
end of the year we will run out of 
resources to procure more weapons and 
equipment for Ukraine and to provide 
equipment from US military stocks,” 
Young told the leaders of both parties.

“There is no magical pot of funding 
available . . . We are out of money, and 
nearly out of time,” she said. 

President Joe Biden’s request for 
$106bn in emergency funding for his 
foreign policy priorities, including 
Ukraine, Israel and the Indo-Pacific, 
remains mired in stalemate on Capitol 
Hill, driven by mounting Republican 
opposition to helping Kyiv. 

Some lawmakers, especially in the 
Senate, where backing for Ukraine runs 

deeper, are trying to negotiate a biparti-
san deal that would contain aid for Kyiv 
alongside new immigration and asylum 
procedures to reduce the number of 
undocumented people arriving in the 
US through its southern border.

Even if an agreement is reached in the 
Senate, it is unclear if it can pass the 
Republican-led House, whose new 
speaker Mike Johnson has been scepti-
cal of funding for Ukraine. He indicated 
yesterday that Congress could pass 
extra Ukraine aid if Democrats agreed 
more for US-Mexico border security.

“The Biden administration has failed 
to substantively address any of my con-
ference’s legitimate concerns about the 
lack of a clear strategy in Ukraine, a path 

to resolving the conflict, or a plan for 
adequately ensuring accountability for 
aid provided by US taxpayers,” he said.

“We believe both issues can be agreed 
upon if Senate Democrats and the White 
House will negotiate reasonably.”

Young warned Congress that cutting 
the flow of US weapons and equipment 
would “kneecap Ukraine on the battle-
field, not only putting at risk the gains 
Ukraine has made, but increasing the 
likelihood of Russian military victories”.

“Already, our packages of security 
assistance have become smaller and the 
deliveries of aid have become more lim-
ited . . . while our allies have stepped up 
to do more, US support is critical and 
cannot be replicated,” she added. 

The warning comes as the EU strug-
gles to reach a budget deal in Brussels 
that would send €50bn to Ukraine, peo-
ple close to the discussions said.

Young said Ukraine also needed eco-
nomic support: “If Ukraine’s economy 
collapses, they will not be able to keep 
fighting, full stop,” she wrote. “Putin 
understands this well, which you can 
see in its attacks against Ukraine’s grain 
exports and energy infrastructure.”

Young also said money for Ukraine 
would bring benefits to the US economy. 
Since the start of Russia’s invasion in 
February 2022, Washington has 
approved $111bn in aid to Kyiv. 
Additional reporting by Alex Rogers 
Gideon Rachman See Opinion

JUDE WEBBER — DUBLIN

Asylum seekers face having to sleep 
rough on Irish streets after the govern-
ment in Dublin said it had run out of 
accommodation — a situation humani-
tarian groups say puts people at risk of 
anti-immigrant violence. 

The government — which had stressed 
that its unlimited compassion for 
Ukrainian refugees was not matched by 
its capacity to house them — yesterday 
said it no longer had space for asylum 
seekers.

“Despite intensive efforts to source 
emergency accommodation, the [gov-
ernment] is currently not in a position 
to provide accommodation to all [asy-
lum seekers] due to the severe short-
age,” the department of integration said.

Ireland has taken in 100,000 people, 
three-quarters of whom are refugees 
from Ukraine and the rest asylum seek-
ers from other parts of the world. 

Dublin witnessed a night of street 
clashes between gangs of youths and 
police last month when far-right agita-
tors urged supporters out on to the 
streets after a foreign-born man stabbed 
three children and a crèche worker out-
side a school. 

The rioting came after multiple anti-
immigrant incidents in recent months, 
including the burning of makeshift 
camps and attacks on asylum centres. 
Some protests have continued since the 
riots, with police investigating potential 
arson at a hotel that was being prepared 
for asylum-seekers. 

“We believe that international protec-
tion applicants would be targeted if they 
had to sleep rough,” said Nick Hender-
son, chief executive of the Irish Refugee 
Council. “Given the risk to people on the 
streets, this is now more important than 
ever and a matter of basic safety.”

Despite yesterday’s announcement, 
the government said it would still 
accommodate women and children. 
Drop-in services — including hot show-
ers, tents and sleeping bags — will be 
available to asylum seekers who have 
nowhere to stay.

Ireland has no far-right political party 
but anti-immigrant sentiment has 
soared as the country battles severe 
housing and infrastructure shortages.

Ireland faces a general election by 
March 2025 and an opinion poll on Sun-
day put immigration as voters’ third-
highest priority, behind housing and the 
cost of living. That was a 9 point increase 
on the previous month’s poll. The rise of 
the far right emerged as respondents’ 
fourth-biggest concern.

Since August, Ireland has experi-
enced one of the highest rises in num-
bers of Ukrainian refugee arrivals, 
according to EU data. Taoiseach Leo 
Varadkar has said “there is a limit on 
our capacity” to continue offering gen-
erous level of support.

In January, the government urged 
asylum seekers not to travel to Ireland if 
they were in a safe place because of a 
“severe shortage” of accommodation. 

The European Migration Network 
reported last week that asylum applica-
tions in Ireland last year jumped 415 per 
cent to a record 13,651. 

In the 10 months to the end of Octo-
ber, official data shows 10,386 applied 
for international protection, down 7 per 
cent on the same period in 2022. 

Budget impasse

White House warns funding for Kyiv to end
Failure by Congress to 
agree aid will ‘kneecap’ 
Ukraine, says official

Immigration

Ireland says 
no housing 
remains for 
those in need 
of asylum 

MARTIN ARNOLD — FRANKFURT

German companies have slashed their 
investment plans for this year and 
next, adding to the challenges plaguing 
Europe’s largest economy. 

In a benchmark survey published yes-
terday based on responses from 5,000 
businesses, the Ifo Institute in Munich 
said it had found they had “significantly 
reduced their investment plans”.

The institute’s index of net invest-
ment plans fell from 14.7 in March, 
when it carried out its last survey, to 
2.2 in the poll carried out in the first 
three weeks of November. 

For next year, the index, which meas-
ures the difference between the per-
centage of companies planning to 
increase investments and those plan-
ning to cut them, fell even lower to 1.2.

“The investment climate has deterio-
rated noticeably,” said Lara Zarges at 
Ifo. “This is the result of increased 
financing costs, weak demand and eco-
nomic policy uncertainty.”

The findings came only weeks after a 
German constitutional court ruling left 
the government with a €60bn hole in its 
budget, complicating the ability for Ber-

lin to provide companies with state sup-
port next year. 

Chancellor Olaf Scholz’s government 
is still trying to agree a new budget for 
2024. It said last week that the court rul-
ing would force it to wind down its 
€200bn Economic Stabilisation Fund, 
which has been subsidising electricity 
and gas prices for households and busi-
nesses, rather than rolling over the 
funds into next year.

The court’s decision was announced 
on November 15, in the middle of the Ifo 
survey. Zarges said she had been sur-
prised that companies responding after 
the ruling were “slightly more optimis-
tic” on investment than those that 
responded before it. But she said this 
showed that this year’s investments are 
unlikely to be affected by the budget 
upheaval.

She said extra pressure on govern-
ment spending was likely to have more 
of an impact on companies’ investment 
plans for 2024 and predicted this could 
show up in next March’s survey 
“depending on how the budget turmoil 
will develop”.

The largest cut in investment plans 
was found in the manufacturing sector, 

where the investment index has 
dropped from 21.4 in March to 6.8 in the 
latest study. 

Within this sector, there were even 
bigger falls noted among the most ener-
gy-intensive industrial groups, such as 
chemical producers, suggesting they 
would sharply reduce capital expendi-
ture this year. 

German industrial energy prices are 
double those in the US and China, 
according to a recent study by research 
group Prognos for the Bavarian employ-
ers’ association VBW.

Retailers also signalled heavy cuts to 

their investment plans, which have 
turned negative for this year and next, 
Ifo said. 

However, automotive manufacturers 
said they aimed to maintain their 
investment at a high level.

Carsten Brzeski, head of global macro 
research at Dutch bank ING, said the 
recent court ruling had caused “self-in-
flicted damage to the German econ-
omy”, adding that it “will weigh strongly 
not only on investments but also on con-
sumption”. 

It prompted him to slash his forecast 
for German gross domestic product to 
shrink 0.4 per cent next year. 

German investment has rebounded in 
recent years, according to figures from 
the World Bank showing gross fixed cap-
ital formation as a share of GDP has 
risen from a low of 19 per cent in 2009 to 
23 per cent last year — catching up with 
the EU average.

However, a growing number of Ger-
man companies plan to shift parts of 
their activities abroad, particularly 
energy-intensive manufacturers, 
according to a recent study by consul-
tancy Deloitte and the business lobby 
group BDI.

Business survey

German companies cut investment plans amid economic gloom

Outliers: automotive groups aim 
to maintain high investment levels

general council along with all heads of 
EU national central banks. Lagarde told 
Glapiński that if this scenario did hap-
pen, “you could refer such resolution to 
the Court of Justice of the EU and ask for 
the assessment of its lawfulness”.

The Polish central bank’s call for ECB 
help contrasts with years of disparaging 
comments by PiS officials about EU 
institutions, including the central bank, 
which PiS accused of encroaching on 

Polish sovereignty. Glapiński has him-
self been an outspoken critic of the euro, 
recently claiming that Tusk would push 
Poland in to the common currency. 

Tusk and his coalition have outlined 
plans to bring Glapiński before Poland’s 
state tribunal, which would force his 
suspension while his case was under 
court review. 

Tusk’s coalition, expected to take 
power on December 13, will hold a 
majority in parliament — the body 

‘I don’t know of another 
case where a governor is 
being threatened [with 
suspension] by politicians’

A man poses for photos next to 
cardboard cutouts of Chinese 
President Xi Jinping, left, and 
Russian President Vladimir Putin 
in a wintry Moscow yesterday after 
25-30 per cent of the monthly 
average amount of snow fell in 
one day. 

A huge operation to clear the 
Russian capital’s streets involved 
about 25,000 people and 18,000 
pieces of snow removal equipment, 
according to the office of the 
Moscow mayor. 

Icy stare
Heavy snow 
covers Moscow 

Yuri Kochetkov/EPA/Shutterstock
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Gaza, at least above ground. Yet IDF sol-
diers still face attacks by Hamas fighters 
popping up from tunnels behind them 
and retreating. This has helped to pro-
long the fighting, increase the death toll 
of Israeli soldiers and erode interna-
tional support as Palestinian civilian 
casualties mount. 

The IDF said four soldiers were killed 
on November 10 at one tunnel entrance 
in Gaza’s north-east. More than 70 sol-
diers have died since the IDF launched 
its ground attack on October 27. 

“The tunnels are a massive chal-
lenge,” one Israeli official said. “They 
[Hamas] have also placed things inside; 
booby traps, obstacles to our move-
ment, that raise the risk [for us].”

The IDF last week blew up the tunnel 
under the al-Shifa hospital, amid con-
cerns the rest of the network was 
primed with explosives. Hamas had 
learned from previous attacks, Israel 
said. That includes the 5,000lb “bunker 
buster” bombs Israel reportedly used in 
a 2021 offensive, with limited success.

“The lesson Hamas learned from the 

2021 air strikes . . . was to dig deeper 
and to encase the tunnel system with 
reinforced concrete,” said Yehuda Kfir, 
an Israeli civil engineer and captain in 
the IDF reserves.

“Hamas [has] likely built different 
layers,” Kfir added. “An upper ‘defen-
sive’ level with booby-traps, narrow 
[tunnels], blast-proof doors we’ve al -
ready seen, and a lower ‘offensive’ level 
that holds things like logistics centres, 
living quarters and weapons stores.” 

The militant group has also built 
smuggling tunnels into Egypt.

Israel has received $320mn of US mil-
itary aid since 2016 to develop anti-tun-
nel techniques, yet none is a silver bul-
let. It also has anti-tunnel engineers and 
underground commandos equipped to 
probe and try to collapse them. But to 
preserve soldiers’ lives, the IDF has used 
tunnel dogs, robots and drones. “The 
government is pouring more resources 
into finding a solution,” said an official.

The first step is to locate the tunnels. 
A simple tactic, called “purple hair”, in -
volves throwing a smoke grenade into a 
tunnel entrance and sealing it with foam 
to see if smoke emerges elsewhere.

The next step is to demolish a tunnel, 
experts said, requiring explosives set 
along long portions of the passageways.

Kfir said one method was to use liquid 
explosives that fill the tunnel space and 
then detonate. Another, he said, was 
thermobaric weapons, which suck in 
oxygen to generate a high-temperature 
explosion that flows around obstacles. 
But these are controversial because of 
the broader impact of the explosions.

Pumping in seawater at high pressure 
is a third option, and one that Israel is 
said to be using. Richemond-Barak said 
this had the advantage of already being 
used in the oil and gas industry. But the 
problem is “you don’t know how much 
you have achieved”.

Another possibility is to dig tunnels 
that intercept Hamas’s control nodes.

“Israel should . . . get to the heart of 
the system from below,” Kfir said. 

Such approaches highlight the diffi-
culties and time needed and why some 
officials regret that Israel did not com-
plete the task years earlier.
Gideon Rachman see Opinion
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The small Israeli army drone inside an 
arched concrete corridor flew for sev-
eral minutes, along a 300-metre tunnel 
large enough for a tall man to walk 
through unbowed.

Along it were rooms with air-condi-
tioning, toilets and kitchens, electrical 
and communication cab les and a now-
demolished blast-proof door Hamas 
fighters could shoot through.

The tunnel the Israel Defense Forces 
said it filmed last month below Gaza’s al-
Shifa hospital was a substantial military 
capability. But it is also only a small part 
of Hamas’s vast subterranean domain 
experts say will define the strategic out-
come of Israel’s campaign.

The drive to root out fighters in 
Hamas’s tunnels and demolish the net-
work is one reason the Israeli military is 
pressing on with its punishing offensive 
after a week-long truce, despite increas-
ing global pressure over the bloodiest 
Israeli-Palestinian conflict in decades.

“Destroying Hamas’s tunnels is the 
most difficult aspect of the Israeli mili-
tary’s mission . . . and among its most 
important,” said Daphné Richemond-
Barak, a professor at Israel’s Reichman 
University and author of a book on tun-
nel combat. “It will take time.”

The web, said to be bigger than the 
London Underground train network, 
enables Hamas’s most senior leaders 
and fighters to take shelter. Most are 
thought to have survived weeks of 
Israeli attacks. 

The tunnels, immune from drone sur-

veillance and many of Israel’s other 
capabilities, including air strikes, are 
also where Hamas is thought to keep its 
arsenal of rockets, as well as more than 
130 hostages it still holds after seizing 
them from Israel in its October 7 attack.

One former Israeli security official 
said the word “tunnels” did not do jus-
tice to what Hamas has under Gaza, call-
ing them “underground cities”.

Yocheved Lifshitz, an 85-year-old 
hostage released by Hamas in October, 
called the network a “spider web” that 
was “kilometres long” with “large 
hall[s]” big enough to hold 25 people. 

Jewish rebels used tunnels in a revolt 
against Roman rule 2,000 years ago, as 
did the Viet Cong fighters who beat US 
forces in the Vietnam war. But after bur-
rowing through Gaza’s soft sandstone 
since taking over the enclave 16 years 
ago, Hamas has taken it to a new level. 

“The modern battlefield is seeing a 
fusion of ancient and digital capabili-
ties,” said Anthony King, an urban war 
expert at the University of Exeter. “And 
sometimes it is the ancient techniques 
[such as tunnels] that can beat the rest.”

The tunnels’ destruction is an IDF pri-
ority, but it has not detailed how it plans 
to achieve it. So far it has located more 
than 800 shafts, destroyed 500 of them 
and collapsed what Israel’s military has 
described as “many miles” of tunnels.

“Wherever our soldiers [above 
ground] manoeuvre we have a high suc-
cess rate destroying tunnels,” said one 
person familiar with Israeli military 
planning. But the network is estimated 
to be more than 500km long, and many 

Israel pins hopes 
on destroying 
Hamas’s vast 
tunnel network    
Labyrinth said to be larger than London’s 
Tube is seen as key to rooting out fighters

Israeli soldiers 
inside a tunnel, 
and below, at a 
shaft entrance, 
both said to be 
beneath al-Shifa 
hospital in Gaza 
Victor R Caivano/AP; Ronen 
Zvulun/Reuters

shafts emerge in civilian buildings, said 
the IDF.

It said on Sunday that its jets and heli-
copters had “struck terror targets in the 
Gaza Strip, including tunnel shafts”, 
after the breakdown of the truce that led 
to the ex change of some Israeli hostages 
for Palestinian prisoners.

Israel now controls much of northern 

‘The 
modern 
battlefield 
is seeing a 
fusion of 
ancient and 
digital 
capabilities’

‘They [Hamas] have placed 
things inside; booby traps, 
obstacles to movement, 
that raise the risk [for us]’
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their party’s own lawmakers to further 
support for Ukraine, Israel and Taiwan 
was not reflective of the wider GOP.

“So many Americans and Republi-
cans still support the principles of Ron-
ald Reagan even when they’re not being 
advocated to them,” Marc Thiessen, a 
former speechwriter for George W Bush 
said during a panel about US global 
engagement ahead of the 2024 election. 

Several recent polls have indicated 
declining support for Ukraine in the US, 
especially among Republicans. But a 
Ronald Reagan Institute poll released 
before the weekend conference indi-
cated widespread support for the US’s 
global alliances and for military spend-
ing — findings that the institute’s direc-
tor Roger Zakheim urged Congress to 
consider as it debated the very un-
Reaganite proposition of slashing 
defence spending.

While the participants publicly 
skirted Trump, privately many whis-
pered about how the US’s coalition to 
support Ukraine and other foreign pol-
icy priorities might be abandoned 
should Trump return to the White 
House in 2025.

Some former senior Trump adminis-

tration officials milled about the confer-
ence in Simi Valley, California, but most 
who were there had left his orbit.

The buzz behind the scenes was spec-
ulation that Trump, now at odds with 
many of the foreign policy hands who 
served in his first administration, might 
take bolder steps in his second tenure in 
the White House. This could include 
withdrawing the US from Nato or nego-
tiating an end to the Ukraine war with 
Vladimir Putin, moves that would be at 
odds with the sort of role on the world 
stage Reagan envisioned.

“How would Reagan react?” one dip-
lomat attending asked. He pointed to 
how congressional Republicans who 
have adopted Trump’s “America first” 
ideology — such as Matt Gaetz, Andy 
Biggs and Marjorie Taylor Greene — 
have placed future funds for Ukraine in 
jeopardy.

While Reagan advocated peace 
through strength, the diplomat ascribed 
the US’s increasingly inward turn, 
whether on trade or security assistance 
for Ukraine and other allies, to “a lack of 
self-confidence”.

While the setting was serene, with 
industry, military and congressional 

officials mingling to the backdrop of 
rolling hills and blue skies, several 
attendees said the mood was gloomy.

Jack Bergman, a Republican congress-
man from Michigan and a retired 
Marine Corps lieutenant-general, sup-
ports funds for Ukraine but wants to see 
more transparency about how they are 
spent. Asked whether he feared Trump 
would stop supporting Kyiv, he said: 
“Congress needs to take a stand.”

“A president has ideas but a president 
is only the executive. Our country is run 
by separate powers . . . Congress has to 
step up, others have to step up and stop 
being afraid of their own shadow and 
actually do the job and don’t worry if 
they don’t get re-elected.”

Some of the tensions bubbled out into 
the open at the day’s end, with former 
CIA director Leon Panetta calling for the 
next US president to “unify” the US.

Pointing to Trump’s former national 
security adviser Robert O’Brien, Pan-
etta said: “Your president hasn’t unified 
the country, he’s split the country . . . If 
the next president wants to save our 
democracy, he better damn well unify 
this country.”
Gideon Rachman see Opinion

US. Foreign policy

Republicans debate insular era under Trump 

FELICIA SCHWARTZ 
SIMI VALLEY, CALIFORNIA

At an annual gathering of national secu-
rity leaders at the Ronald Reagan Presi-
dential Library over the weekend, the 
spectre of Donald Trump loomed large 
even as his name was barely mentioned.

The Republicans in attendance 
argued for the kind of muscular foreign 
policy no one expects to see should 
Trump — who has criticised the US’s glo-
bal alliances and its foreign wars — be 
re-elected in 2024.

Stephen Hadley, George W Bush’s 
former national security adviser, urged 
a global posture that advanced the 
nation’s founding principles, including 
democracy, freedom, human rights and 
the rule of law.

“We should be confident that our 
principles are the right ones and they 
will win out,” Hadley said. “We should 
have some underlying confidence in our 
system and our people”.

At the same time, Trump was in Iowa 
reiterating his 2024 campaign theme 
that the American dream is a thing of 
the past. “Joe Biden is the destroyer of 
American democracy . . . the American 
dream is dead with them in office,” he 
said. “If you put me back in the White 
House . . . America will be a free nation 
once again.”

As Republicans look likely to nomi-
nate the isolationist Trump next year, 
they are wrestling with the legacy of 
their former standard bearer — Reagan 
— and whether his hawkish foreign pol-
icy still has a place in the GOP. Reagan 
believed US security and prosperity 
were enhanced through the expansion 
of freedom throughout the world, while 
Trump has embraced a turn inward.

As part of his re-election bid, the 
former president has vowed to negotiate 
an end to the war between Russia and 
Ukraine within 24 hours and promised 
to “fundamentally re-evaluate” Nato’s 
purpose and mission.

At the same time, the Republican 
party is split over whether the US should 
continue to fund Ukraine in its war 
against Russia. A group of Trump aco-
lytes in the House of Representatives 
has opposed further military aid.

Republican attendees at the Reagan 
forum insisted that opposition from 

Party members wrestle with 

legacy of Reagan’s global vision 

as some oppose military aid

Campaign trail: 
Donald Trump 
arrives at a rally 
in Ankeny, Iowa, 
at the weekend. 
Below, Ronald 
Reagan — Matthew 
Putney/AP

‘If you put 
me back in 
the White 
House . . . 
America 
will be a 
free nation 
once again’
Donald Trump
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John Kerry has defended the surge in US 
gas production to record levels, main-
taining that Washington is a global cli-
mate leader after the launch of the Infla-
tion Reduction Act last year.

The US’s top climate diplomat is 
attending COP28 in Dubai at a time 
when Washington’s attention is con-
sumed by two wars and the possibility of 
a second Donald Trump presidency. But 

he said even Trump could not roll back 
the centrepiece of president Joe Biden’s 
economic strategy, with $369bn in clean 
energy subsidies and tax breaks.

Speaking to the Financial Times as 
officials met in Dubai to hammer out a 
deal to limit global warming, Kerry said 
that while the US had boosted LNG pro-
duction because of Russia’s war in 
Ukraine, it was still committed to phas-
ing out all fossil fuels where emissions 
were not captured.

“We have signed up to the phaseout of 
unabated fossil fuels, we have signed up 
and we voted for it at the G7,” said Kerry, 
referring to an agreement to boost the 
effort to reach net zero in energy sys-
tems by 2050.

“The increased production is a reflec-
tion of Ukraine, the effort to come back 
from Covid and the reflection of what 
happened with Russia cutting off all the 
gas to Europe . . . we are sending a lot 
over there and other places to try to help 
them out.”

This year, the US overtook Qatar to 
become the world’s largest LNG 
exporter. Its seven terminals can proc-
ess as much as 11.4bn cubic feet a day, 
according to the Energy Information 
Administration — enough to satisfy the 
combined gas needs of Germany and 
France.

Five more LNG projects are under 
construction, which would add another 
9.7bn cf/d. The US oil and gas industry is 

proposing to build dozens more plants, 
which it says will generate hundreds of 
billions of dollars in investment and cre-
ate tens of thousands of jobs.

US oil production is also at a record 
high, with output of 13.2mn barrels a 
day in September. It is producing more 
oil than any country in history even as 
Opec+ countries curb supply in a bid to 
bolster prices. But Kerry denied that 
this made the US position at the UN’s 
annual climate summit more difficult in 
urging other countries to back an agree-
ment for the phaseout of fossil fuels.

“We are on a pathway to keep 1.5 
alive,” said Kerry, referring to the goal to 
limit global warming. “The bigger prob-
lem is the 550 gigawatts or so of coal-

fired power that is unabated, that is 
coming online in Asia, so what we need 
to do is find a way to accelerate every-
one’s transition.”

He added: “We are not trying to point 
a finger at one country or one place. We 
are ready to hold ourselves accounta-
ble.”

Biden did not make an appearance at 
the climate summit this year, against 
the backdrop of the Middle East war and 
the looming presidential campaign.

Xi Jinping, leader of China, the world’s 
biggest emitter, was also absent, after 
meeting Biden in the US last month, 
when they agreed to accelerate the roll-
out of renewable energy to displace fos-
sil fuels.

JOE DANIELS — BOGOTÁ

Venezuela’s socialist government has 
trumpeted what it says is an “over-
whelming victory” in a referendum on 
its claim to an oil and mineral rich 
stretch of neighbouring Guyana.

The plebiscite, which Guyana has 
described as a pretext for “annexation”, 
marks a new phase in a dispute over the 
Esequibo region, which has escalated 
since ExxonMobil made one of the 
world’s biggest recent oil discoveries in 
the Stabroek block off its coast in 2015.

“We have to give a standing ovation to 
the Venezuelan people,” said Nicolás 
Maduro, the authoritarian president, in 
Caracas on Sunday after the electoral 
authority’s official results said it had 
counted more than 10mn votes.

“[We] have taken the first steps of a 
new historic phase of fighting for what is 
ours, and to recover what the liberators 
left us: Guayana Esequiba,” as the dis-
puted region is known in Venezuela.

Maduro did not mention what steps 
Caracas might take next but he cele-
brated what he claimed was a strong 
turnout. In his speech, he referred to the 
referendum as “consultative”.

Jorge Rodríguez, president of Vene-
zuela’s National Assembly, posted a 
video on X showing a small group of 
indigenous people lowering a Guyanese 
flag in a mountainous region, which he 
said had been put up by Guyana’s presi-
dent Irfaan Ali the previous month, and 
raising a Venezuelan flag in its place. 

“On November 23, that slave of 
Exxon Mobil who acts as president of 
Guyana, in a display of provocation, 
went to the Sierra de Paracaima and 
raised a Guyanese flag and left,” 
Rodríguez wrote. “Well, I want you to 
see this video.” Maduro quickly 
retweeted the video, whose filming date 
and exact location were not clear.

Sunday’s vote was despite an order on 
Friday from the International Court of 
Justice for Venezuela to refrain from 
“taking any action” that would alter the 
status quo of the region, over which 
Guyana “exercises control”. The court, 
which is considering the issue, stopped 
short of saying not to hold the ballot.

The 160,000 sq km of land claimed by 
Venezuela is home to about 200,000 
Guyanese, who mainly speak English 
and indigenous languages. It represents 
about two-thirds of Guyana’s territory.

Tensions flared ahead of the vote, 
with Guyana claiming Caracas was pre-
paring a military build-up in case it 
wanted to enforce the referendum’s out-
come. Venezuelan government officials 
said its troops were deployed to carry 
out operations against illegal mining.

Brazil, which borders both countries, 
said it had “intensified” defence meas-
ures near the territory ahead of the vote, 
“promoting a greater military pres-
ence”.

Observers and opposition politicians 
inside Venezuela have said the vote is an 
attempt by Maduro to buoy domestic 
support as the country prepares for 
elections in the second half of 2024.

Maduro, who won re-election in 2018 
in a vote regarded by the US as fraudu-
lent, has yet to announce his candidacy, 
but is widely expected to run. To try to 
entice Maduro into allowing a “free and 
fair” poll next year, the US last month 
eased sanctions on oil, gold and second-
ary financial markets for six months.

COP28

Kerry defends US over surging gas output
Envoy says legislation 
by Biden makes country 
a global climate leader

Border tension

Venezuela says 
referendum 
backs claim to 
oil-rich parts 
of Guyana
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The attacks on a US warship and three 
commercial vessels in the Red Sea have 
raised concerns over a potential wors-
ening in the fallout from Israel’s con-
flict with Hamas.

The US defence department cited 
reports of strikes on Sunday on com-
mercial ships and the USS Carney, a 
destroyer that had been operating in the 
vital trade corridor and had shot down 
drones and missiles fired from Yemen in 
recent weeks, according to officials.

The Houthis, an Iran-backed rebel 
group that controls part of Yemen, sepa-
rately claimed it targeted two ships with 
a drone and missile. The group claimed 
that the ships were linked to Israel.

US Central Command said the 
Houthis in Yemen, “fully enabled by 
Iran”, had targeted three commercial 
vessels, connected to 14 countries, with 
ballistic missiles or drones. The UK-
owned cargo ship Unity Explorer and 
two other bulk carriers were struck and 
reported damage but no casualties.

The USS Carney had responded to the 
ships’ distress signals and shot down 
drones heading its way, said Central 
Command. There was neither damage 
to the ship nor injuries to the crew.

“These attacks represent a direct 
threat to international commerce and 
maritime security,” said the depart-
ment. “They have jeopardised the lives 

of international crews representing 
multiple countries around the world 
. . . The US will consider all appropriate 
responses in full co-ordination with its 
international allies and partners.”

The attacks underline fears the mili-
tary conflict between Israel and Hamas 
could spread across the Middle East, 
which would have serious implications 
for regional stability and global trade.

The Red Sea and the waters dividing 
the Middle East and Africa make up one 

of the world’s most important trade cor-
ridors, offering a shortcut for ships trav-
elling between Asia and Europe.

In recent weeks, the industry has 
been shaken by the growing threat to 
ships in the region, after Houthi forces 
boarded and hijacked a car carrier 
linked to Israeli businessman Abraham 
Ungar in November, diverting it to a 
nearby port under their control. But 
until Sunday, the relatively small 
number of Israeli-owned ships had been 
though the most exposed, with some 
operators choosing to avoid the region.

Among the reported victims on Sun-
day was a Japanese-owned bulk carrier 
that “experienced heavy vibrations” 
from a nearby explosion and may have 
been “struck by an unidentified object”, 
said maritime security group Ambrey, 
which offers consultancy and armed 
pro tection to owners. It added a South 
Korea-owned crude oil tanker had 
“sighted an explosion above the vessel”.

Owners have voiced concern over the 
Houthis’ ability to determine which ves-
sels are Israeli-owned.
Additional reporting by Felicia Schwartz
See Lex 

Trade corridor

Red Sea attacks fan fears of war spreading

Houthi rebel forces ‘have 
jeopardised the lives of 
international crews [from] 
countries around the world’

ANDREW HILL — LONDON

Amy Edmondson has won the Finan-
cial Times and Schroders Business 
Book of the Year Award for Right Kind of 
Wrong, about how to learn from failure 
and take better risks.

Her book won over the judges with its 
systematic, richly illustrated explora-
tion of how to build on “intelligent fail-
ure” and its critique of the craze for fail-
ure that often hypnotises entrepreneurs 
and innovators.

Harvard Business 
School  professor 
Edmondson is best known 
for her research into “psy-
chological safety”. Hers is 
the first mainstream man-
agement book to win the 
£30,000 award, now in its 
19th year.

Roula Khalaf, the FT’s 
editor and chair of judges, 
said Right Kind of Wrong 
was “a highly readable and 
relevant book, with impor-
tant lessons for leaders and 
managers everywhere”.

The book illustrates its point with 
important cases, from early heart trans-
plants to the Boeing 737 Max crashes. 
Peter Harrison, Schroders’ chief execu-
tive and another judge, said it provided 
“clarity and practical prescription to 
address the issues businesses face every 
day”.

This is the first year of a new three-
year business book award partnership 
between asset manager Schroders and 
the FT. Previous winners include Chris 

Miller’s Chip War last 
year, and Nicole Perl-
roth’s This Is How They 
Tell Me the World Ends 
in 2021.

The winner of the 
award, also supported 
by FT owner Nikkei, 
was announced in 
London last night.

The other 2023 
finalists were: Material 
World, by Ed Conway, 
which explores the 
origins and uses of six 
minerals that under-
pin the modern 

world; Walter Isaacson’s Elon Musk, a 
biography of one of the highest-profile 
proponents of a “fail fast, fail often” phi-
losophy; Bent Flyvbjerg and Dan Gard-
ner’s How Big Things Get Done, which 
focuses on why megaprojects almost 
invariably run over time and over 
budget; Cobalt Red, by Siddharth Kara, 
which investigates the human rights 
abuses that taint the mining of that 
essential raw material; and The Coming 
Wave, by DeepMind co-founder Mustafa 
Suleyman (with Michael Bhaskar), 
which lays out how to contain the threat 
posed by new technologies. Each 
received £10,000.

The other judges were Mimi Ale-
mayehou, founder of Semai Ventures; 
Daisuke Arakawa, Nikkei’s managing 
director for global business; Mitchell 
Baker, Mozilla Corp chief; Herminia 
Ibarra, professor of organisational 
behaviour at London Business School; 
James Kondo, chair, International 
House of Japan; Randall Kroszner, pro-
fessor of economics at University of Chi-
cago Booth School of Business; and 
Shriti Vadera, chair of Prudential and 
the Royal Shakespeare Co.

FT-Schroders prize

Study of failure wins book of the year award
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OWEN WALKER
EUROPEAN BANKING CORRESPONDENT

UBS has sold the Credit Suisse jet that 
the collapsed bank’s then-chair, 
António Horta-Osório, used when 
breaching lockdown rules to attend 
sporting events.

The Dassault Falcon 7X was sold to a 
German subsidiary of French bank 
Société Générale that specialises in 
aircraft leasing, ownership docu-
ments seen by the Financial Times 
show. The price was not disclosed.

People with knowledge of the deci-
sion said the sale in recent weeks had 
been planned by the Credit Suisse 
team before its rescue by UBS this 
year. UBS executives have pushed 
through the sale after criticising 
Credit Suisse’s high-risk-taking and 
high-reward culture.

Flight records obtained by the FT 
show that Horta-Osório used the jet to 
fly to London to watch the Wimble-
don finals and the final of football’s 
European Championships on the 
same day in July 2021.

Credit Suisse board probes of Hor-

SCOTT CHIPOLINA, STEPHANIE STACEY 
AND GEORGE STEER — LONDON 

Bitcoin surged to its highest price in 
nearly 20 months while gold hit an all-
time peak yesterday, as frenzied inves-
tor speculation that interest rates will 
fall next year rippled through assets 
across the globe. 

The cryptocurrency soared to more 
than $42,000, also boosted by optimism 
that the toughest regulatory punish-
ments for the industry have passed. It 
later fell back to $41,662, up 7.4 per cent 
on the previous day.

Gold rallied as much as 3 per cent to 
$2,135 per troy ounce yesterday, a new 
record, before slipping to $2,025 per 

troy ounce, according to LSEG data. The 
moves follow a recent rush into stocks 
and bonds, fuelled by expectations that 
the Federal Reserve will soon cut bor-
rowing costs despite chair Jay Powell’s 
assertion on Friday that it was “prema-
ture” to conclude that the central bank 
has won its battle with inflation. 

“You look at bitcoin and gold and you 
see a very similar kind of evolution,” 
said Luca Paolini, chief strategist at 
Pictet Asset Management. “All the asset 
classes that tend to do well when the Fed 
cuts rates aggressively are doing well.”

Traders are betting the first rate cut 
could come as soon as March after a 
sharp decline in government and corpo-
rate borrowing costs as US bond mar-
kets enjoyed their biggest monthly rally 
in nearly four decades in November.

Lower yields on ultra-safe US Treas-
ury debt have made other assets rela-
tively more attractive to investors. 

The S&P 500 index closed at its high-

est level since March 2022 last week, 
although it fell 0.6 per cent midway 
through yesterday’s session. 

Recent US economic data has been 
resilient even while inflation has fallen, 
further boosting risky assets like stocks. 

Max Kettner, chief multi-asset strate-
gist at HSBC, said that markets were in 
the grip of an “everyone-is-happy-
Goldilocks rally” across “virtually all 
asset classes”.

Traders said the momentum to buy 
bitcoin, whose value has climbed by 
more than a fifth in the past month, was 
also driven by growing interest among 
investors after the closure of two of the 
highest-profile criminal cases that had 
hung over the market for the past year. 
Last month the US successfully prose-
cuted Sam Bankman-Fried, the ex-chief 
executive of FTX, and Binance, the 
world’s largest crypto exchange. 

Bankman-Fried was convicted of 
fraud and Binance paid $4.3bn in penal-
ties after pleading guilty to criminal 
charges related to money laundering 
and financial sanctions breaches. 

But despite many traders’ fears, US 
authorities did not shut down Binance. 

“The message from many institu-
tional investors was that they needed 
two things before looking at the space 
again: closure on FTX and clarity 
around Binance,” said Henri Arslanian, 
co-founder of Nine Blocks Manage-
ment, a crypto hedge fund manager 
based in Dubai.

Investors are also hopeful the SEC will 
approve an exchange traded fund for 
bitcoin in coming weeks. 

The SEC has refused for a decade to 
approve spot bitcoin ETFs, stock mar-
ket funds that invest directly in the 
cryptocurrency.

The market has long viewed spot bit-
coin ETFs as a way to wrest control of 
digital assets from scandal-ridden 
crypto groups in favour of mainstream 
businesses such as BlackRock.

Bitcoin and 
gold surge on 
bets that rates 
are set to drop
3 Hopes of Fed cut fuel cross-asset rally
3 End of crypto criminal cases lifts mood 

‘You look at bitcoin and 
gold and you see a very 
similar kind of evolution’
Luca Paolini, Pictet strategist

T he seasoned banker said: 
“At business school they 
teach you a simple lesson. If 
a company is trading for a 
sustained period below the 

value of its net assets, it should be closed 
down or broken up.”

A study by Boston Consulting Group, 
due to be published next month but 
foreshadowed at the FT’s Global Bank-
ing Summit last week, shows that an 
extraordinary 73 per cent of Europe’s 
banks are trading below their book 
value. The vast majority have been 
doing so for more than a decade. 

Welcome to the realm of Europe’s 
zombie banks.

These are no ordinary zombies. 
Unlike standard undead companies, 
sustained by years of ultra-low interest 
rates but now struggling with normal-
ised funding costs, the opposite should 
be true of banks: margins on lending 
have been boosted by interest rates that 
have not been this high for 15 to 20 
years.

Many European lenders have indeed 
been delivering healthy profits. Share-
holder payouts relative to the banks’ 
stubbornly low share price are running 
at more than 15 per cent, according to 
Mediobanca analysts, once you factor in 
share buybacks as well as dividends.

Yet investors are unmoved, seeing 
banks’ current returns as unsustaina-

Europe’s zombie banks are grappling with distinctive drawbacks

more fractured as a result of the failure 
to create a proper EU single market. The 
EU’s “banking union” remains only half-
delivered and a proposed “capital mar-
kets union” is largely just a blueprint. 
This has ensured that even the most 
ambitious European group only has a 
significant presence in two or three EU 
countries.

A fourth differentiating drawback — 
relatively weak investment capacity — 
flows from the other three, but as the 
need to overhaul business models with 
artificial intelligence tools and other 
technology infrastructure intensifies, 
US banks are dwarfing their European 
rivals in terms of tech investment. All of 
this renders the bear case for Europe’s 
banks easy to make, especially as loan 
defaults rise at this stage in the eco-
nomic cycle. 

Among the reasons for optimism
is the apparently solid state of Europ-
ean bank capital, liquidity and supervi-
sion that prevails at UK and ECB-regu-
lated banks. The springtime regional 
banks crisis in the US and the collapse of 
Credit Suisse did not infect the UK or 
eurozone.

Some opportunistic investors, such as 
London-based Toscafund, have made 
decent money on selective European 
bank picks. 

“It doesn’t matter that they’re still 
below book value,” says one investor. “If 
they go from 35 per cent of book value to 
70 per cent of book, you still double 
your money.” 

If, over time, investors steadily see 
that balance sheets are solid and that 
the policy environment remains stable, 
and memories of past disappointments 
fade, Europe’s banks may one day make 
it back to book value, finally expunging 
the zombie phenomenon.

patrick.jenkins@ft.com
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ble. Even among the few banks that 
have enjoyed substantial share price 
recoveries (UniCredit stock has doubled 
this year), valuations remain well below 
book value. (UniCredit’s price-to-book 
ratio is 73 per cent.)

The break-up rationale, then, should 
still apply. It doesn’t. 

There have been involuntary, govern-
ment-mandated break-ups — the UK’s 
Northern Rock and Belgo-Dutch Fortis 
in 2008, for example. There have been 
some attempts at break-up by investors, 
particularly in the UK: HSBC was tar-
geted by Knight Vinke more than 15 
years ago and more recently by minor-
ity shareholder Ping An, the Chinese 
insurer. Later, Barclays was attacked by 
Edward Bramson’s Sherborne. But 
nothing has come close to following the 
business-school textbooks.

It is not a wholly 
European prob-
lem. BCG’s study 
shows that the low 
valuation problem 
afflicts more than a 
third of US banks 
and nearly all 
banks in parts of 
Asia. However, there is a particularly 
toxic cocktail of causes across the EU 
and in the UK. 

The first weakness is the region’s 
anaemic economic growth. 

The second is the region’s quixotic 
policymaking. Bank supertaxes have 
been imposed in several countries, as 
prolonged punishment for the damage 
they wrought in 2008 (as in the UK), or 
as a more recent response to higher 
profit margins (as in Spain). Italy’s plan 
to impose a tax was revised to allow 
banks to boost reserves instead, but it is 
still blamed for spooking investors.

A third issue is breadth of operations. 
Their home European market is far 

The cocktail of causes 
includes economic 
anaemia; but while the 
bear case is easy to make, 
there are reasons for cheer

ta-Osório’s use of the bank’s jets as 
well as at least two breaches of Covid 
travel curbs — including on the Lon-
don trip — led to his departure as chair 
at the start of last year, after nine 
months.

Flight records show that the Falcon 
7X was used on another trip investi-
gated by the Credit Suisse board, 
where Horta-Osório accompanied 

another executive on a flight from 
Singapore to Zurich 10 days after the 
London trip. Horta-Osório suggested 
the jet stop in the Maldives on the way 
for refuelling, where he disembarked 
to join his family for a holiday.

While his use of the company’s jets 
angered some board members, an 
internal audit report seen by the FT 
found that it was in line with his
predecessor’s use and that any addi-

The then-chair used the 
plane to fly to London to 
watch the Wimbledon 
finals and the Euros

DONATO PAOLO MANCINI

Roche has agreed to buy anti-obesity 
drug developer Carmot Therapeutics 
for up to $3.1bn, as the Swiss pharma-
ceuticals group joins the charge into 
the market for weight-loss treatments.

The acquisition of Carmot, which is 
based in Berkeley, California, hands 
Roche a series of assets based on gluca-
gon-like peptide 1 (GLP-1) agonists, 
which were developed to help control 
blood-sugar levels in diabetics.

GLP-1s now underpin a weight-loss 
drug, Wegovy, developed by pharma-
ceuticals group Novo Nordisk. The Dan-
ish group and Eli Lilly dominate the fast-
growing market for weight-loss treat-
ments that analysts have estimated 
could be worth as much as $140bn.

Under the terms of the deal, Roche 
said that it would pay Carmot’s share-
holders an initial $2.7bn and a further 
$400mn, dependent on whether the 
start-up achieved certain milestones.

In May, hedge fund Millennium Man-
agement and asset manager Janus 
Henderson were among investors who 
backed a $150mn Carmot fundraising.

Roche’s chief executive, Thomas Schi-
necker, said: “Obesity is a heterogene-
ous disease, which contributes to many 
other diseases that together comprise a 
significant health burden worldwide. By 
combining Carmot’s portfolio [with 
ours] . . . we are aiming to improve the 
standard of care and positively impact 
patients’ lives.” 

The potential size of the market for 
obesity treatments has left other drug-
makers hurrying to catch up with Novo 
Nordisk and Eli Lilly, which have so far 
developed drugs that can only be 
injected. AstraZeneca and Pfizer are 
pursuing treatments in pill form.

Analysts have said that it will prove 
difficult for pills to achieve the same 
efficacy as injectable treatments, but 
Roche said it believed Carmot’s assets 
had “best-in-class potential to achieve 
and maintain weight loss with differen-
tiated efficacy”, as well as the ability to 
be combined with other medicines it is 
developing. 

Roche first tried to develop a drug 
using GLP-1s more than a decade ago, 
before ditching the attempt. The pur-
chase of Carmot is the latest step by 
Schinecker, who took over as Roche 
chief earlier this year after previously 
leading the company’s diagnostics divi-
sion, to replenish its drug pipeline.
See Lex

Roche to buy 
Carmot as 
weight-loss 
race heats up

tional expenses had been repaid.
Among other owners of the Falcon 

7X are Taylor Swift and former For-
mula One boss Bernie Ecclestone. 

Credit Suisse was still the registered 
owner of another private aircraft, a 
Bombardier Global 7500 — once the 
most expensive corporate jet and 
dubbed the “Ferrari of the skies” — 
which was bought two years ago for 
more than $75mn, according to peo-
ple familiar with the transactions.

People close to the company said 
Credit Suisse held the title to the air-
craft through its aviation leasing divi-
sion as security against financing pro-
vided to a client.

The Global 7500 is owned by celeb-
rities including reality TV star Kylie 
Jenner, who has a pink model.

The aircraft — which has four living 
spaces including a private bedroom, 
seating area, dining room and cinema 
— can fly 7,700 nautical miles at a 
time, reaching altitudes higher than 
commercial jets, allowing for longer 
and faster flights.

UBS and Société Générale declined 
to comment.

Aircraft deal UBS sells Credit Suisse jet used 
by Horta-Osório during Covid rules breaches

The Dassault Falcon 7X has been bought by a Société Générale subsidiary for an undisclosed price — Robert Buche /Alamy 
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KAYE WIGGINS AND CHAN HO-HIM 
HONG KONG 

A Hong Kong judge has delayed a deci-
sion on Evergrande’s liquidation, an 
unexpected move that gives the Chi-
nese developer until next month to 
come up with a restructuring plan that 
satisfies creditors.

Judge Linda Chan said yesterday that 
the proceedings would be adjourned 
until January 29 after a lawyer for Top 
Shine Global, an offshore creditor that 
brought a winding-up petition against 
the Chinese developer, said it would not 
oppose such a move.

Lawyers for Evergrande, the most 
indebted property developer, said in 
court that the group was considering a 
deal that included handing “certifi-
cates” to creditors. They would be “nei-
ther a share nor a bond but a right to dis-
tribution based on certain assets”.

Neil McDonald, a restructuring law-
yer at Kirkland & Ellis who represents a 
group of offshore creditors, said: “We 
are very surprised by the develop-
ments.” He added that the creditor 
group had “firmly rejected” the pro-
posal that Evergrande outlined and he 

able”. Evergrande’s lawyer responded: 
“We will try our best.”

The certificates could allow creditors 
to be repaid when some of the com-
pany’s assets were sold, a “possible solu-
tion” to its inability to issue notes, said 
Evergrande’s lawyer. He said it would 
“refine” its proposal to creditors.

A resolution has been delayed several 
times since the case began in June 2022. 
During the previous hearing in October, 
Judge Chan said Evergrande would be 
granted “one last opportunity” to for-
mulate a concrete restructuring pro-
posal or a liquidation order was “very 
likely” at the December 4 hearing.

The adjournment gives Evergrande 
more time to avoid liquidation, which 
could leave international creditors with 
little or even no return. It was hard to 
see them achieving “meaningful recov-
ery if the company is placed into liqui-
dation”, said James Wood, a Hong Kong 
barrister specialising in insolvency who 
is not involved in the Evergrande case.

Top Shine Global filed the winding-up 
petition last year, alleging that Ever-
grande had failed to honour HK$863mn 
(US$110mn) worth of claims.
See Lex 

Property

Evergrande gains time on debt restructuring
RACHEL MILLARD AND SHOTARO TANI

Europe is vulnerable to gas supply 
shocks despite progress in cutting its 
reliance on Russia, the chief executive 
of one of Germany’s largest energy 
companies has warned. 

RWE chief executive Markus Krebber 
said Europe needed to boost its capacity 
to import gas to make sure it could cope 
with unexpected outages on pipelines or 
import terminals.

The warning came despite Europe 
entering winter with gas stocks about 99 
per cent full after an effort to fill them 
up over the summer to cope with cuts to 
supplies from Russia following the inva-
sion of Ukraine.

Krebber said: “Continental Europe is 
in a much better position than last year. 
Gas storage is at maximum capacity and 
we have built some infrastructure. But 
we are not where we need to be because 
we shouldn’t have an energy supply sys-
tem which is without any margin or 
buffer. 

“So it also needs to be able to cope 
with the situation where you have an 
‘N-1 event’— problems with one of your 
big suppliers because the pipeline fails, 

or a liquefied natural gas terminal fails. 
We are not there yet, so I think more 
import capacity is needed to replace the 
full [lost] Russian gas.”

Gas prices soared last year as Europe 
scrambled to replace lower Russian 
pipeline supplies, climbing above €300 
per megawatt-hour in August, more 
than 10 times its normal level. Prices 
have since fallen, trading at €43 per 
MWh on Friday, but markets remain jit-
tery and sensitive to events, with strikes 
at terminals in Australia leading to a 
surge in prices in September.

EU gas storage alone can meet about 
two to two-and-a-half months of peak 
winter consumption. But depleting it 
too much during the winter heating 
months could make it much harder to 
refill storage ahead of next winter.

RWE, which has its headquarters in 
Essen and is listed in Frankfurt, trades 
and stores gas and runs a fleet of gas-
fired power plants, alongside a growing 
portfolio of wind, solar and battery 
plants. It plans to close its coal-fired 
power plants by 2030.

Last week RWE said it planned to 
invest €55bn between 2024 and 2030. 
Just over one-third of that will go to off-

shore wind projects, in a boost for the 
technology that has struggled this year 
because of rising costs. 

“We see an attractive overall invest-
ment environment,” Krebber said. “The 
energy systems where we operate are 
underinvested. And I think it is without 
doubt that the investments have to go 
into clean energy.”

He said Germany would struggle to 
meet its goal of “ideally” phasing out 
coal-fired power plants by 2030 unless 
the government designed the electricity 
market to incentivise development of 
hydrogen-ready gas-fired power plants.

These will be needed as part of the 
future energy system to step in on wind-
less days, but may only run for short 
periods so are difficult for developers to 
justify unless they are compensated for 
the back-up role they provide. 

“In Germany we have a problem 
because we are relying for security of 
supply on nuclear and coal, and both are 
exiting. So we need to build a full new 
fleet of flexible generation capacity, but 
the coalition has not yet presented a 
framework for that. If we don’t get it this 
year or next year, I think it’s going to be 
difficult to phase out coal by 2030.” 

Energy

RWE warns over European gas supply risks

by venture firms, certainly the groups 
who are registered [as investment 
advisers] are actively exploring contin-
uation funds.”

UK chip designer Arm, US grocery 
delivery app Instacart and San Francis-
co-based market automation group 
Klaviyo listed on New York exchanges in 
September, ending an 18-month 
drought in tech initial public offerings. 
However, trading has been mediocre at 
all three companies, prompting start-
ups to delay their listing plans.

“The performance of the handful of 
companies that have gone public has 
intensified some of these conversations 
among venture firms,” said Joe Binder, a 
private funds partner at law firm Debev-
oise & Plimpton. “People had hoped 
there would be a lot more enthusiasm 
[for tech listings] but it has waned and 
so people are turning to alternative solu-
tions.”

However, continuation funds can be 
unpopular with limited partners which 
must decide whether to continue to 
back a VC fund for several more years, 
or sell their stake, typically at a dis-
count. There are also regulatory restric-
tions that make it difficult for venture 

firms that are not registered investment 
advisers (RIAs) to set up such vehicles.

Insight Partners’ continuation fund 
allowed it to shift 32 companies from its 
funds into a new vehicle over a five-
week process, according to a letter from 
Jefferies advertising its services to ven-
ture clients. The transaction resulted in 
$1.3bn being distributed to Insight’s lim-
ited partners, the letter said. 

In May, Tiger Global, which manages 
more than $50bn, hired secondary 
investment advisers Evercore to launch 
a sale of parts of its venture portfolio, 
with a strip sale being one option for a 
deal. Offers from buyers did not meet 
the valuations that Tiger expected and a 
transaction has not been completed, 
according to people close to the plans.

Quiet Capital, whose early invest-
ments included Airbnb and Robinhood, 
raised $100mn in such a “multi-asset 
tender offer” in late 2021, according to 
the Jefferies document. 

The transaction allowed Quiet Capital 
LPs to sell half or all of their stake in the 
fund to new institutional investors at 
Goldman Sachs Asset Management and 
Blackstone Strategic Partners — both 
secondary investors — at a premium, 
according to a person with knowledge of 
the deal.

Dozens of large venture funds such as 
Sequoia, Andreessen Horowitz and 
General Catalyst have become RIAs in 
recent years. The regulatory designa-
tion made it easier for them to trade in 
cryptocurrencies, debt and in secondar-
ies, in which they can trade stock.

“There used to be clear lines between 
what a venture capital fund and a pri-
vate equity fund was, but now all these 
strategies are converging,” said Binder. 
“Venture funds . . . are doing the sort of 
thing you could never have imagined 10 
years ago.”

‘The performance of the 
handful of companies that 
have gone public has 
intensified conversations’

Shareholder opposition has thwarted a 
multibillion-dollar deal in Australia for 
the second time in two months, with a 
takeover bid for the country’s largest 
energy company being voted down in 
Sydney yesterday.

Origin Energy shareholders were not 
won over in sufficient numbers to clear 
a $12.7bn offer from a consortium led 
by Canadian asset management 
company Brookfield, which intended 
to buy and break up the business.

After a protracted battle that lasted 
more than 400 days, only 69 per cent 
of shares were cast in favour of the deal 
in a vote at the city’s Shangri-La hotel. 
A level of 75 per cent was needed for 
approval.

It is the second big deal to fail due to 
shareholder resistance in recent weeks, 
with US lithium miner Albemarle 
abandoning a A$6.6bn ($4.2bn) bid for 
Liontown Resources in October after 
billionaire Gina Rinehart built a large 
stake in the Australian lithium 
company.

The result also follows the successful 
intervention last year by Australian 
tycoon Mike Cannon-Brookes to block 
the demerger of Origin’s rival AGL.

Brookfield had planned to use Origin 
to help lead the country’s transition 
from coal-powered electricity to 
renewable energy. Origin, with 4.5mn 
customers, is one of the largest 
integrated electricity generating and 
retail companies in the world. This 
made it a prime target for Brookfield’s 
transition fund, led by former Bank Of 
England governor Mark Carney. 
Private equity group EIG was to take 
over offshore gas assets in the break-up 
of the company.

However, some investors argued that 
Brookfield was buying on the cheap, 
citing Origin’s rising profitability and 
the increase in value of its stake in UK 
energy company Octopus. They said 
Origin should be able to fund its energy 
transition as an independent company.

The country’s largest pension fund, 
AustralianSuper, was Origin’s biggest 
investor and opposed the sale, 
describing the bid as a “low-ball offer”. 
It raised its stake to 17 per cent to 
narrow Brookfield’s chances of victory.

The Origin board had recommended 
approval of the offer, but its chair Scott 
Perkins said after the vote that the 
arduous bidding process had not 

disrupted the company’s 
momentum and would not change 
its strategy. “There’s been a contest 
over value but not a contest over 
strategy,” he said.

Some shareholders disagreed. 
Jamie Hannah, deputy head of 
investments at VanEck, which holds 
more than 5mn shares and voted in 
favour of the takeover, said Origin 
now needed to set “more aggressive 
targets” for renewable power 
generation to match the ambition of 
the group that tried to buy it.

Key to the Brookfield 
consortium’s plan was a pledge to 
invest up to A$30bn in renewable 
energy to transform the country and 
the company into a leader in the 
transition to greener energy.

AustralianSuper said it was open 
to providing capital to assist a 
transition. Perkins said he 
welcomed the statement given the 
scale of the opportunity to invest in 
renewable energy.

Origin shares closed 4 per cent 
lower at A$7.86, or 17 per cent below 
the Brookfield offer. Nic Fildes 
See Lex

Unplugged
Shareholder 
power turns 
off Origin deal

Origin CEO Frank Calabria, left, 
and chair Scott Perkins talk to 
journalists after the vote rejecting 
the Brookfield-led takeover 

Brendon Thorne/Bloomberg
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SUJEET INDAP — NEW YORK

The Supreme Court yesterday ques-
tioned the Department of Justice’s effort 
to invalidate a settlement in the bank-
ruptcy of Purdue Pharma that would 
shield members of the group’s founding 
Sackler family from future civil liability 
in exchange for a $6bn contribution. 

“For 30 years bankruptcy courts have 
been approving plans like this . . .  Why 
is [this settlement] categorically inap-
propriate?” Justice Brett Kavanaugh 
asked a lawyer for the DoJ, Curtis Gan-
non, who had argued that the compre-
hensive liability releases granted to the 
Sacklers could not be justified under 
existing US law.

Gannon argued that the Sacklers 

should not get such a release, no matter 
the size of their contribution, unless 
they filed for bankruptcy themselves.

“The Sacklers are saying they want 
global peace, they would pay a lot for 
97.5 per cent,” Gannon said, arguing that 
nearly all claimants wanted to be paid 
soon and thus would bring the Sacklers 
to the bargaining table for a deal even 
without a comprehensive release. 

But lawyers for Purdue, the Sacklers 
and the creditors committee, which 
includes claimants, have argued that 
the full liability release is a condition for 
the Sacklers making any financial con-
tribution to the settlement pot. 

Legal experts say a decision in the 
case, which will probably come by the 
summer, will influence Chapter 11 
bankruptcies for years, ranging from 
mass torts to cryptocurrency blow-ups 
and private equity-centred restructur-
ings. 

“I think the case is the most important 

corporate bankruptcy case to come to 
the court in at least the last 30 years,” 
said Anthony Casey, a law professor at 
University of Chicago.

An initial deal struck and approved
in 2021 by the New York federal court 
overseeing Purdue’s bankruptcy called 
for members of the Sackler family
who had long controlled the group to 
put up $4.3bn to fund payments to
users of the painkiller OxyContin, as 
well as treatment programmes run by 
states and cities. In exchange for the 
contribution, the Sacklers insisted that 
the deal would permanently bar any 
civil lawsuits over Purdue’s alleged mis-
deeds, although it would not foreclose 
potential criminal proceedings. 

The Office of the US Trustee, a divi-
sion of the justice department that
oversees the bankruptcy, has said that 
those releases are unlawful since the 
Sacklers themselves did not file for 
Chapter 11. Further, the US Trustee said, 

those proposed releases would stop 
those who said they were harmed by 
Purdue from exercising their constitu-
tional right to sue the family.

The independent managers that have 
taken control of Purdue, along with the 
Sackler family, have argued that the set-
tlement — which was eventually raised 
to between $5.5bn and $6bn — has been 
agreed by well over 90 per cent of Pur-
due creditors and that a bankruptcy 
deal is the fairest and fastest way for 
money to reach needy victims. 

“[W]ithout the releases, there is no 
settlement, the debtors likely would be 
forced into a Chapter 7 liquidation, and 
unsecured creditors would probably 
recover nothing from the debtors’ 
estates,” Purdue wrote in its brief to the 
Supreme Court. 

“Purdue goes to the core functioning 
of Chapter 11,” said Casey, warning that 
pending settlements could be unwound 
depending on the ruling. 

Pharmaceuticals

Purdue to shape bankruptcy law
US Supreme Court ruling 
on opioid crisis settlement  
will hang over other cases 

Financials. Venture capital

Tech funds adopt 
private equity 

strategies in race 
to repay investors

TABBY KINDER AND GEORGE HAMMOND 
SAN FRANCISCO
WILL LOUCH — LONDON

Silicon Valley venture capital firms are 
rushing to create private equity-style 
structures in a race to protect their port-
folios and return money to investors. 

VC funds that invest in tech start-ups 
typically run for 10 years with an option 
to extend for two years — at which point 
their backers expect a return on invest-
ment, without which they can force a 
sale of portfolio companies or shut them 
down. 

Providing those returns has become 
problematic, as a funding boom in fledg-
ling tech companies during the pan-
demic has been followed by an uncer-
tain economic environment that has led 
to start-ups staying private for far 
longer.

In response, dozens of tech investors 
— including $25bn venture firm New 
Enterprise Associates and New York-
based Insight Partners — have set up or 
are establishing “continuation fund” 
vehicles, according to people advising 
on the plans. 

Continuation funds, which are com-
mon in private equity but rare in ven-
ture capital, are a secondary investment 
vehicle that allows them to “reset the 
clock” for several years on some assets 
in old funds by selling them to a new 
vehicle that they also control. This helps 
a VC fund’s backers, known as “limited 
partners”, to roll over their investment 
or exit. 

“It’s a good time for this kind of struc-
ture,” said Hans Swildens, founder of VC 
firm Industry Ventures. “During the 
next year, if the IPO market doesn’t 
function and M&A is light, the only way 
for VC firms to [distribute funds back to 
investors] is . . . secondaries.”

Others are undertaking “strip sales”, a 
form of restructuring in which a slice of 
a fund’s assets are sold to new investors, 
as pressure increases to return money to 
limited partners.

“Unless you have been really conserv-
ative in your reserves . . . every venture 
firm is in need [of liquidity],” said the 
chief operating officer of one multibil-
lion-dollar Silicon Valley firm. “It is a 
real problem. Most funds are 10 years 
old and have scraps left they can’t fund.”

Financial institutions, including 
Goldman Sachs and Jefferies, and large 
private investment managers such as 
Industry Ventures, StepStone Group 
and Coller Capital have also been in 
talks with the venture groups with 
offers to fund secondary transactions, 
venture capitalists said. 

Secondary funds have raised $64bn 
this year in order to buy up stakes in 
portfolio companies from venture and 
private equity investors, according to 
Jefferies — more than the combined 
total raised in 2021 and 2022.

“For a lot of folks we are now having 
exploratory conversations with, they 
have an absolute need to generate distri-
butions,” said Matt Wesley, head of pri-
vate capital advisory at Jefferies. “Given 
the dearth of exits for companies owned 

Continuation vehicles enable 

Silicon Valley firms backing 

start-ups to ‘reset the clock’

had expected the company to be wound 
up yesterday. 

Evergrande shares rose as much as 13 
per cent, though they trade 99 per cent 
below their 2017 peak.

The developer’s woes highlight the 
cash crunch in the sector, which made 
up about a quarter of China’s economic 
activity before it was engulfed by crisis. 
Evergrande had more than $300bn in 
liabilities when it defaulted in 2021.

A previous plan was derailed in Sep-
tember when the group said it could not 
issue the “new notes” required under 
the proposal because its mainland busi-
ness was being probed by authorities 
over alleged disclosure rule breaches.

Judge Chan said “crucial details” of 
the plan were missing and suggested 
that Evergrande engage in “direct dis-
cussion with relevant authorities” to 
make sure the plan was “in fact do-

The developer is looking at 
a deal handing creditors 
‘certificates’ representing
a right to distribution
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ATTRACTA MOONEY — LONDON 
KENZA BRYAN — DUBAI

Scores of major companies have flocked 
to Expo City on the outskirts of Dubai 
for the world’s biggest UN climate sum-
mit, to rub shoulders with some of the 
near-200 governments there and tout 
their business.

The attendance of prominent bank 
and energy bosses has risen, including 
the first-time visit by ExxonMobil chief 
executive Darren Woods, but the lead-
ers of a host of other enterprises are also 
present for the first time after the 
COP28 agenda was expanded for health, 
food, water and nature.

Speaking from Dubai, Reckitt CEO 
Kris Licht said he was “delighted” that 
health had finally been given a formal 
place on the agenda. Reckitt came to 
prominence at COP26 in Glasgow, where 
it supplied its Dettol disinfectant to the 
organisers during the pandemic.

“By collaborating to unpack how cli-
mate impacts health and how health-
care impacts the climate, we can find 
solutions to both problems,” he said of 
the event that has also drawn drug com-
panies such as AstraZeneca.

From the oil and gas industry, UAE 
guests included Oxy CEO Vicki Hollub, 
Eni head Claudio Descalzi and German 
energy group RWE’s Markus Krebber.

But the wider range of attendees this 
year includes EY CEO Carmine di Sibio, 
Microsoft president Brad Smith, Lloyd’s 
of London boss John Neal and Volvo 
deputy CEO Javier Varela.

“Business has an integral role to play 
in both finding and implementing the 
solutions to climate change,” said 
Varela. He added that COP28 was “an 
invaluable opportunity” for Volvo, 
which has begun sourcing “green” steel 
for its vehicles. It was a chance “to listen 
and learn from other companies and 
experts that like us” believe that limit-
ing global warming to “1.5C above pre-

industrial levels is a limit rather than 
just another target.”

Power company bosses were also well-
represented as talks took place about 
the shift from coal and methane emis-
sion cuts, bringing French group’s 
Engie’s chair Jean-Pierre Clamadieu and 
CEO Catherine McGregor, as well as 
NextEra’s Rebecca Kujawa.

Professor Bobby Banerjee, professor 
of management at Bayes Business 
School at City University in London, 
said oil and gas companies had been 
attending the COP for years despite 
being on the sidelines of the agenda. 
“But it’s become a lot slicker now,” he 
said, likening it to a “trade show”. 

In many cases, he says, the “real stuff” 
happens away from the official climate 
negotiations at the COP, with businesses 
meeting with each other or with officials 
from countries or states.

“What really happens is the back-
room deals,” he said. “They have these 
side events. That’s where you will find 
the oil companies talking about [tech-
nology such as] carbon capture and 
storage.”

For smaller businesses or those with 
interesting technology, the COP was a 
big opportunity to showcase their prod-
ucts, he said.

The cohort of senior bankers at the 
summit has also swelled, as finance for 

climate-related projects moves into the 
front lines, growing since Glasgow’s 
COP26 when the financial alliance was 
launched with Bank of America boss 
Brian Moynihan and Standard Char-
tered’s Bill Winters.

Steven van Rijswijk, the CEO of ING, 
who is also in Dubai, said the Dutch 
bank was keen to part of the financing of 
the energy transition.

“[COP] is always the place where all 
relevant players come together, so it is 
good to be there too, to be part of the 
conversation, to hear what the develop-
ments are, what everyone thinks about 
it and to make clear what we can con-
tribute and what we expect,” he said. 

But Paul Morgenthaler, managing 
partner at venture capital group Com-
merzVentures, said COP was little more 
than “a business conference where oil 
deals are struck”. 

Concerns about the fossil fuel indus-
try’s roles at the summit have been 
amplified this year, because host coun-
try the UAE is one of the largest oil and 
gas producers. COP28 president Sultan 
al-Jaber is also the boss of the Abu Dhabi 
National Oil Company. 

The UAE has been linked to about 
$200bn in deals, largely in green energy, 
in the run-up to COP28, according to FT 
analysis. At the start of the summit, it 
announced a £30bn climate-focused 
investment vehicle, working with asset 
managers including Brookfield and 
BlackRock. Both Brookfield’s Connor 
Teskey and BlackRock’s Larry Fink 
were in Dubai.

The size of the COPs has ballooned in 
recent years, with registered attendees 
upwards of 80,000.

Some have called for COP to be 
slimmed down, refocusing on the cli-
mate negotiations. Morgenthaler 
believes the present COP format has 
“proven ineffective at addressing the 
challenge we are up against”.

Almost 200 
governments 
are attending 
the COP28 
summit at 
Dubai’s Expo 
City. Below, 
Emmanuel 
Macron with 
Engie chair
Jean-Pierre 
Clamadieu
 Amr Alfiky/Reuters

‘Business 
has an 
integral role 
to play in 
both 
finding and 
[executing] 
solutions to 
climate 
change’

a recession next year,” said the BCA ana-
lysts in a recent note to clients.

Faced with a declining population and 
glut of domestic housing, the Japanese 
groups are willing to act despite the fact 
that the weak yen would make US acqui-
sitions relatively expensive.

Empty houses in Japan are expected 
to swell to 20mn over the next two dec-
ades. The three groups already have 
operations in the US. 

Sumitomo Forestry said: “We believe 
that demand for housing in the US will 
continue to be strong, therefore, in addi-
tion to the organic growth of our exist-
ing affiliates, we will consider acquisi-
tions in the future if we can find a part-
ner that offers good terms and shares 
our philosophy, while carefully moni-
toring market trends and the timing.”

Daiwa said: “We will consider M&As 
in the US if we have the opportunity, and 
we are considering various projects.”

Sekisui said it was hunting for acquisi-
tions in the US but no deal was at an 
advanced stage.

RICHARD WATERS — SAN DIEGO
MICHAEL PEEL — LONDON

Quantum computing is starting to fulfil 
its promise as a crucial scientific 
research tool, IBM researchers claim, 
as the US technology group attempts to 
quell fears that the field will fail to 
match high hopes for it. 

The company was due to unveil 10 
projects yesterday that point to the 
power of quantum calculation when 
twinned with established techniques 
such as conventional supercomputing, 
said Dario Gil, its head of research. 

“For the first time now we have large 
enough systems, capable enough sys-
tems, that you can do useful technical 
and scientific work with it,” Gil said in an 
interview.

The papers presented are the work of 
IBM and partners including the Los Ala-
mos National Laboratory, University of 
California, Berkeley, and the University 
of Tokyo. They focus mainly on areas 
such as simulating quantum physics 

and solving problems in chemistry and 
materials science.

Expectations that quantum systems 
would by now be close to commercial 
uses prompted a wave of funding for the 
technology in recent years. But signs 
that business applications are further 
off than expected have led to warnings 
of a possible “quantum winter” of wan-
ing investor confidence and financial 
backing.

IBM’s announcements suggest the 
technology’s main applications have not 
yet fully extended to the broad range of 
commercialisable computing tasks 
many in the field want to see. 

“It’s going to take a while before we go 
from scientific value to, let’s say, busi-
ness value,” said Jay Gambetta, IBM’s 
vice-president of quantum. “But in my 
opinion the difference between research 
and commercialisation is getting 
tighter.” 

The IBM researchers said recent 
advances had reinforced their confi-
dence in quantum computing’s longer-

run potential, although they made no 
prediction about when it would enter 
the commercial mainstream. Instead, 
they have laid out a 10-year timetable 
for reaching far more capable, “error-
corrected” systems. 

Quantum computing harnesses prop-
erties of subatomic particles that make 
it possible for them to be in many differ-
ent states at the same time. This enables 
quantum machines to carry out large 
numbers of calculations simultaneously 
— and potentially solve problems 
beyond the scope of traditional comput-
ers. But the qubits on which the systems 
are based are unstable and only hold 
their quantum states for very short peri-
ods, introducing errors, or “noise”, into 
the calculations. 

IBM said the new scientific applica-
tions for its systems marked an end to 
the first, experimental, phase of devel-
opment linking qubits to carry out
calculations, working out how to con-
trol the qubits and developing the first 
algorithms.

Technology

IBM hails advances in quantum computing
LEO LEWIS AND DAVID KEOHANE
TOKYO

Three of Japan’s biggest developers are 
“aggressively” shopping for house-
builders to buy in the US as they hunt 
for growth outside their shrinking 
domestic market.

Daiwa House, Sekisui House and Sumi-
tomo Forestry are all actively searching 
for US acquisitions and have 
approached multiple potential targets, 
according to four M&A bankers and 
lawyers familiar with the matter.

The Japanese groups have market 
capitalisations ranging from ¥770bn to 
¥2.7tn, or $5.3bn to $20bn, making 
numerous large US companies potential 
targets. However, two of the people said 
that the companies might initially opt 
for smaller acquisitions.

“More and more we are seeing US 
housebuilders being aggressively 
courted by would-be Japanese buyers,” 
said one banker familiar with the com-
panies involved. Another said they 

expected at least one deal before March 
when Japan’s financial year ends.

US homebuilders have seen their 
stocks rise in recent weeks, recouping 
most of the losses in the previous four 
months, according to BCA Research.

US house prices rose for the eighth 
consecutive month in September, as 
lean inventory continued to boost 
demand despite high mortgage rates. 

“To the extent that elevated mortgage 
rates are damping existing homeown-
ers’ willingness to sell, they are also 
reducing the supply of existing homes 
for sale on the market. At the same time, 
a shortage of housing is providing a floor 
beneath construction activity. The lat-
ter could limit homebuilders’ pain amid 

Construction

 Japanese housebuilders hunt for deals in US

‘We will consider 
acquisitions in the future 
if we can find a partner 
that offers good terms’

Others, including Jaber, have argued 
the business world should be at the 
annual climate summit, because it has a 
chief role in shifting economies to 
become greener. 

The private sector will need to pro-
vide trillions of dollars in financing for 
the shift to greener economies if the 
world is to meet its goals of limiting glo-
bal temperature rises. 

Lloyd’s Neal said he would welcome 
an agreement between countries on 
whether or not to phase out fossil fuels 
as this would provide more “certainty” 
to the business world. The leading 
insurance market sent Neal along with 
its chair Bruce Carnegie-Brown.

“They’re going to have that conversa-
tion at some point, so why not have it 
now?” he said, describing the climate 
transition as “the biggest single oppor-
tunity we will have ever seen.”

Acknowledging that Lloyd’s does not 
require its own members to stop under-
writing new oil and gas projects, he said 
this type of decision was best left to poli-
ticians and negotiators.

 “I don’t think the private sector 
should turn around and say we will stop 
insuring fossil fuels in 2035. That’s for 
governments to determine.”

“In a strange sort of way, it’s trying to 
get the government and leadership to 
think, why don’t you just get in front of 
the story?” he added. “Because you’ve 
got a private sector that will help with 
the financing, help with the transition.”

Banerjee said that businesses play a 
role in influencing whatever agreement 
countries reach. 

“The COP people love to say: ‘Oh look, 
a small country can veto an agreement’. 
Sure they can. But those agreements are 
pointless because the real deals are hap-
pening somewhere else.”

He added: “There is a geopolitics, but 
the geopolitics is always being influ-
enced by big business.”

COMPANIES & MARKETS

Big business mixes with geopolitics 
at expanded UN climate conference
Bosses in sectors from energy to banking attend COP28 as critics call the Dubai event a ‘trade show’

SAM JONES — BERLIN 

Swiss private bank Pictet has agreed to 
pay $123mn to US authorities after 
admitting to helping clients illegally 
shield more than $5.6bn of assets from 
tax in secret accounts from 2008 to 
2014.

The Geneva-based bank, Switzerland’s 
oldest and most prestigious private 
money manager, yesterday entered into 
a deferred prosecution agreement with 
the Department of Justice. 

The lender has agreed to co-operate 
fully with ongoing investigations into 
the clients in question and their 
accounts.

“Today [Pictet] admitted to actively 
helping US taxpayers use coded 
accounts, foreign trusts and entities, 
nominee beneficiaries and other deceits 
to conceal their income and assets 
abroad,” said acting deputy assistant 
attorney-general Stuart M Goldberg. 

“For this criminal conduct the bank 
will be paying nearly $122.9mn in resti-
tution, disgorgement of fees and a finan-
cial penalty.”

Taxes worth over $50mn were 
avoided in 1,637 accounts as a result of 
the bank’s efforts, the DoJ said. 

A range of measures were used by the 

Swiss bank to help its clients avoid 
detection by US authorities, including 
pseudonyms, anonymous numbered 
accounts and accounts held in the name 
of “sham” corporate entities set up as 
fronts.

According to the DoJ, Pictet also
provided services to divert and hold 
mail, to avoid account information 
being sent to the US, and offered clients 
preloaded credit cards issued by
a third-party so the origin of funds could 
be hidden. 

The DoJ said Pictet’s management — 
the bank’s circle of eight partners, 
known as “the salon” — approved the 
client relationships concerned and were 
aware of undeclared accounts.

In a statement yesterday, Pictet said it 
was “pleased to have resolved this mat-
ter and will continue to take steps to 
ensure its clients meet their tax obliga-
tions”. 

Pictet manages assets of SFr638bn 
($713bn) for wealthy clients and large 
institutions.

The bank said it had begun clamping 
down on tax evasion by its clients before 
US authorities publicly launched a 
crackdown on abuses in 2008 — with a 
particular focus on Switzerland — after 
leaked documents revealed UBS was 
shielding clients from paying taxes. 

UBS admitted guilt and paid $780mn 
to US authorities in a deferred prosecu-
tion agreement in 2009. Other Swiss 
banks have followed suit over the years. 

“The agreement acknowledges Pictet 
began evaluating and enhancing its poli-
cies and practices for conducting busi-
ness with US taxpayer clients in 
2008 . . . It also recognises that the 
group then took additional steps, 
beyond those required by US law, to pro-
mote the tax compliance of its US tax-
payer clients,” Pictet said.

The settlement will not impact the 
bank’s capital position, it added. 

Banks

Pictet will pay 
US authorities 
$123mn after 
aiding clients 
to evade tax

‘[Pictet] admitted actively 
helping US taxpayers use 
deceits to conceal their 
income and assets abroad’
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STEFANIA PALMA IN — WASHINGTON 
PATRICK TEMPLE-WEST  — NEW YORK

US regulators will propose the first
federal guidelines for voluntary carbon 
credit derivatives, as Washington tries 
to bring order to a market for the off-
setting of emissions described as the 
“wild west”.

The Commodity Futures Trading
Commission was yesterday set to 
announce standards that call on 
exchanges to verify the quality of volun-
tary carbon credit derivatives, which 
base their prices on those of financial 
instruments bought by companies to 
offset emissions. 

The value of the carbon trading mar-
ket worldwide could expand to $100bn 
by 2030, up from $2bn in 2022, accord-
ing to Morgan Stanley. The fledgling vol-
untary carbon derivatives sector, mean-
while, includes just three contracts with 
meaningful trading volume, while 15 
more are listed but have limited trading, 
according to the CFTC.

CFTC chair Rostin Behnam told the 
Financial Times that the guidance was 
“the first of its kind from a US market 
regulator” that creates standards for 
derivatives exchanges in relation to vol-
untary carbon credits.

The guidelines seek to clamp down on 
manipulation and to foster accurate 
pricing by pushing exchanges to ensure 
that the terms of listed contracts are in 
accordance with US federal laws and 
CFTC regulations.

The move comes as agencies world-
wide try to craft frameworks to oversee 
a nascent market that faces scant regu-
latory oversight. 

It comes a day after the International 
Organization of Securities Commis-
sions, the top agency representing secu-
rities watchdogs, launched a consulta-
tion on standards for voluntary carbon 
markets at COP28 in Dubai.

Voluntary credits are typically bought 
by companies looking to offset their 
emissions, and differ from those that are 
part of mandatory programmes such as 
the EU’s emissions trading scheme. 
Environmentalists have argued they 
give businesses a way to keep polluting 
and do little to arrest global warming.

Behnam said there was a “legislative 
vacuum in this space”, and that Con-
gress was not expected to authorise an 
agency to police voluntary carbon mar-
kets “anytime soon”.

He added that there was a “lack of 
integrity” and “issues around standard-
isation” in the market, and said some 

products were susceptible to fraud and 
manipulation.

The CFTC’s guidance puts the onus on 
exchanges registered with the watch-
dog. But Behnam believes a “larger 
pool” of operators will look to it “as a 
baseline standard”. The guidance is not 

the same as agency regulation, which 
has more teeth.

Behnam added this may be a first step 
to crafting new rules. The regulator in 
June called on whistleblowers to submit 
tips on misconduct in carbon markets.

According to the proposal, exchanges 

believes the CFTC is well-placed to 
police the carbon credits spot market, 
an argument he has made to Congress in 
relation to cryptocurrencies.

“We have futures in both markets and 
we have interest in ensuring that the 
underlying market is healthy because 
that has a direct impact on our deriva-
tives market,” he said.

Behnam has discussed with members 
of Congress broadening the CFTC’s 
authority to capture spot carbon credits 
“but I don’t think there’s an appetite and 
you don’t see the scale . . .[and] sensa-
tionalism in this space as you do in the 
crypto environment”.

US Treasury secretary Janet Yellen 
told the FT in a statement that the pro-
posal was an “important step by the 
CFTC toward promoting the integrity of 
carbon credits and enabling greater 
liquidity, price discovery, and responsi-
ble product innovation for credits that 
underlie derivatives products listed” on 
exchanges registered with the agency. 

The Treasury earlier this year had 
warned of challenges in the voluntary 
carbon markets linked to transparency 
and credit integrity.

The CFTC’s proposal will face a public 
comment period before its final imple-
mentation.

Derivatives

US regulator to float guidelines for ‘wild west’ carbon emissions offset market

CFTC chair 
Rostin Behnam 
says some 
products are 
susceptible to 
fraud and 
manipulation
Ting Shen/Bloomberg

are pricing in bets that the Fed will not 
raise interest rates again this cycle and 
will cut borrowing costs as soon as the 
spring. 

Money market fund assets hit an all-
time high of $5.8tn last week (Novem-
ber 29), as investors continue to har-
bour doubts about long-dated debt.

Fund houses including Goldman 
Sachs and Federated Hermes are pro-
jecting that the torrent will carry 
through to 2024, fuelled by institutional 
investors trying to lock in returns as 
interest rates stabilise, and before the 
Fed starts to cut.

“I’m not looking at a big springback” 
from money market funds, said Chris 
Donahue, chief executive of $715bn-in-
assets Federated Hermes. 

“It’s more likely they’re going to
get another trillion in than there’s
going to [be] a trillion out. If we’re right 
that these rates are going to be here 
longer term, and that is the way it’s 
going to be for a while . . . then you’re 
going to get paid for being in the money 
fund.” 

According to data from the Invest-
ment Company Institute, a selection of 
government retail money market funds 
was yielding as much as 5.02 per cent as 
of November 30. A selection of govern-
ment institutional funds was yielding 
5.23 per cent — squarely in the middle of 
the Fed’s current target range for inter-
est rates of 5.25 to 5.5 per cent.

The latest available yield was even 

higher for “prime” institutional funds, 
which can hold riskier commercial 
paper, at 5.43 per cent.

Much of this year’s cascade into 
money market funds in the US has been 
driven by retail investors rather than 
corporate treasurers, mutual funds or 
insurance companies. The latter typi-
cally invest directly in Treasury bills 
and other short-dated debt instruments 
as interest rates are on the way up, 
because they can capture the rise in 
yields more immediately.

But that changes “once the Fed stops 
and goes on a pause, and that interest 
rate has levelled out . . . Then institu-
tional investors are attracted to money 
market funds, because they do have the 
same yield as the underlying short-term 
instruments [and] they offer a lot of 
diversification for institutional inves-
tors”, said Shelly Antoniewicz, ICI’s dep-
uty chief economist.

Shaun Cullinan, global head of liquid-
ity solutions at Goldman, said it was 
likely that institutional investors would 
join the surge into money market funds 
in 2024, driving additional inflows.

“You typically find that as the easing 
cycle begins . . . it’s very likely that the 
yield on money market funds will 
exceed the yield on the direct market 
investments,” he said. “You can see 
institutional investors pivoting into 
funds to achieve that higher return, 
because those funds have some embed-
ded duration in them.”

Money market fund inflows in the US 
this year have far outpaced those in 
Europe, where retail investors have a 
much smaller presence in the asset 
class. But Cullinan said the same 
dynamic might play out in the region 
next year if policy cycles aligned.

“We certainly haven’t seen the same 
amount of retail flows in Europe as we 
have in the dollar market, or in the 
States,” he said. “But we do see investors 
in the European markets, particularly 
institutional investors, engaged in 
direct markets. And if we see the Euro-
pean Central Bank embark on an easing 
cycle and European money fund returns 
exceed those of the direct market . . . I 
definitely think you could see the same 
rotation occur. I don’t see this being a 
US-only phenomenon.”

Cullinan said that “the trillion that 
came in this year was surprising, so we 
could certainly be surprised again next 
year”.

While the Fed has not suggested that 
it intends to cut interest rates anytime 
soon, slowing inflation and some signs 
of weaker economic data have 
prompted investors to bet on declines 
early next year. But those bets have 
been shifting rapidly as traders weigh 
the Fed’s official commentary with hints 
of cooling off elsewhere in the economy. 

For Cullinan, the amount of cash that 
pours into money market funds 
“depends on the pace of the easing 
cycle.”

HARRIET CLARFELT, KATE DUGUID
AND BROOKE MASTERS — NEW YORK

Money market fund managers see no 
end in sight to the record inflows they 
have garnered in 2023, as cash contin-
ues to pour in from investors hoping to 
take advantage of the highest yields 
available in years.

Almost $1.19tn has flooded into US 
money market funds since January 1, 
according to flow tracker EPFR,
fuelled by the Federal Reserve’s aggres-
sive campaign of interest rate rises. That 
is a far cry from negligible inflows in 
2022, and well above the average full-
year net inflow figure of $179bn for 
2012-22. The comparable figure for 
2021 was $429bn.

Money funds typically hold short-
term assets including government debt, 
whose yields have climbed rapidly as 
the central bank has turned the screws 
on monetary policy.

More than $257bn poured in between 
October 31 and November 30 alone, 
according to the latest available data — 
the biggest monthly inflow since bank-
ing ructions in March sparked a flight 
from ordinary deposit accounts. Those 
inflows have persisted even as markets 

US buyers take advantage of 

highest yields in years before 

interest rates start falling 

‘It’s more 
likely 
they’re 
going to get 
another 
$1tn in than 
there’s going 
to [be] 
$1tn out’

Bustling: almost 
$1.19tn has 
flooded into 
money market 
funds since 
January 1, 
compared with 
an average full-
year inflow 
figure of $179bn 
Spencer Platt/Getty Images

Asset management. Record inflows

Retail investors to the fore as 
cash floods into money funds

WILL SCHMITT AND JENNIFER HUGHES 
NEW YORK

The November bond market rally has 
come as a relief for many investors, but 
weak debt markets over the previous 
two years have still left many nursing 
losses that can be used to lower tax bills. 

US rules allow investors who sell 
poorly performing securities to offset 
the realised losses against taxes owed on 
other capital gains. Known as tax loss 
harvesting, it is often blamed for a lot of 
late-year selling in beaten-down assets.

The Bloomberg US Aggregate Bond 
index is down more than 10 per cent 
since 2021. In contrast, the S&P 500 is 
nearly back to where the equity index 
was at the start of 2022, when it suffered 
its worst year since the 2008 crisis.

Investors who harvest losses can rein-
vest in similar, but not identical, invest-
ment strategies. In recent years, this has 
increasingly involved mutual fund 
investors reallocating to exchange 
traded funds, which also hold stocks 
and bonds but enjoy preferential tax 
treatment in the US. 

While the amount of “harvesting” 
depends on individual investors’ portfo-
lios, investment advisers said the new 
interest in bonds as a tool for offsetting 
gains marked a big shift in thinking. 

“Most investors typically don’t think 
of fixed income as an area to harvest,” 

said Allison Bonds Mazza, head of pri-
vate wealth management and inde-
pendent wealth management with State 
Street Global Advisors. 

“They typically think of equities as 
where they should look to tax loss har-
vest. But this year, fixed income is the 
first place investors should look,” she 
added.

Like their far bigger rivals, ETFs hold 
securities but can be traded like stocks 
and enjoy tax advantages over mutual 
funds in the US besides those gleaned 
from harvesting losses. 

Investors who sell their existing hold-
ings may find it easier to reinvest in 
ETFs to avoid “wash sale” complica-
tions, where the IRS bans investors from 
selling investments to realise a loss and 
then buying back a substantially identi-
cal security within 30 days.

While ETFs have long been associated 
with passive strategies, issuers have 
steadily pumped out new active fixed 
income ETFs in recent years. Asset 
managers have launched 58 active fixed 
income ETFs so far in 2023, with only 26 
mutual funds joining them. 

“People who were sitting on gains for 
years now are seeing the merits of mak-
ing a change,” said Todd Rosenbluth, 
head of research at VettaFi, a consul-
tancy. 

“We just have more choices that can 
fit the bill [and] you can keep your 
risk-on bet, and save money, and get the 
tax loss harvesting benefits,” he pointed 
out.

Fixed income

Harvesting in 
vogue as bond 
rally dims US 
tax perks hope 

‘They think of equities as 
where they should look to 
tax loss harvest. But this 
year, fixed income is first’

Our global

team gives you 

market-moving 

news and views, 

24 hours a day

ft.com/markets

should consider whether a carbon 
derivatives contract includes “addition-
ality”, which ensures that a project cre-
ates emission reductions that would not 
occur without it.

The CFTC is also trying to minimise 
“double-counting”, which occurs when 

multiple carbon credits are backed by 
the same trees, for example.

Todd Phillips, assistant professor at 
Georgia State University, described the 
carbon credit market in the US as “the 
wild west”.

“We need someone to show the mar-
ket that they are . . . going to ensure 
that offsets that are sold in the United 
States are high quality and believable,” 
Phillips said. “In other jurisdic-
tions . . . the price of carbon is $50 [or 
higher]. The fact that you can buy car-
bon offsets in the United States for $2 
just shows that they are of laughable 
quality.”

In addition to derivatives, Behnam 

The regulator in June 
called on whistleblowers to 
submit tips on misconduct 
in carbon markets
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U S fiscal performance has 
reached new depths of dys-
function. In recent months, 
the country has endured a 
stressful debt-ceiling

episode, Fitch has downgraded the US 
sovereign credit rating and the risk of a 
government shutdown remains on the 
table. 

Equally concerning, the federal gov-
ernment is swimming in a sea of red ink, 
with budget deficits near 6 per cent of 
gross domestic product likely in the 
years ahead. 

As a result, the government’s debt is 
poised to rise to 115 per cent of gross 
domestic product over the next decade, 
surpassing its peak after the second 
world war.

These large deficits and rising indebt-
edness pose risks to the economy. On 
reasonable estimates, the Treasury will 
need to issue $20tn of debt in the com-
ing decade. The magnitude of this issu-
ance is not lost on market participants. 
In recent months, the most frequent 
question during my meetings with 
investors around the world is “Who’s 
going to buy this massive issuance of 
Treasuries?”

This question is often followed by two 
others: how much debt is simply “too 
much”? And what might a full-blown 
crisis in the US Treasury market look 
like? The UK gilt crisis last year stands as 
an important template in this regard. 
Could something similar — and perhaps 
even more sustained — occur in the US?

In sync, Treasury yields have risen 
sharply from a year ago. Propelled by 
the Federal Reserve’s “higher for 
longer” policy stance and heightened 
concerns about fiscal sustainability,
10-year yields reached a peak of about
5 per cent in October. More recently, 

US deficits begin 
to test patience 
of investors 

rates have retreated to the mid-4 per 
cent range, as Fed rhetoric has become 
more balanced and inflation readings 
have moderated.

Our research on the US public debt 
situation from historical and interna-
tional perspectives suggests several 
conclusions. First, the question of who 
will buy the newly issued debt is inher-
ently speculative. But, in our view, the 
desire of the ageing population to hold 
safe, long-duration assets as a store of 
value for retirement is likely to be the 
main source of demand. Such pur-
chases, either directly from retail inves-
tors or through their intermediaries, are 

likely to be more price sensitive than 
before the pandemic.

Second, there is no way to predict 
danger thresholds or the amount of debt 
that is simply “too much”. It is possible 
that US debt could rise to 150 per cent of 
GDP or even higher with limited adverse 
effects. But it is unwise for policymakers 
to experiment or test where the thresh-
olds might be. The prudent path for fis-
cal policy is, at a minimum, to not push 
debt ratios further upward from today’s 
elevated levels.

Even so, there is little likelihood of 
meaningful remedial action. A success-
ful strategy would probably require 
some combination of higher taxes and 
reduced expenditures. 

Notably, getting traction on expendi-
tures will require tough reforms to

The prudent path for 
fiscal policy is to not 
push debt ratios further 
upward from today’s levels

COMPANIES & MARKETS

Coinbase led crypto-related stocks higher 
amid optimism that the worst of the US 
regulatory crackdown had passed and 
that a bitcoin exchange-traded fund 
would soon be approved. 

The cryptocurrency exchange
added 7.9 per cent as bitcoin surged to
a 20-month high of $42,000. 
MicroStrategy, the software company 
turned bitcoin investor, rose 7.5 per cent 
and Marathon Digital, the cryptocurrency 
miner, added 9.2 per cent.

Spotify rallied 8.7 per cent after it 
announced plans to cut another 1,500 
jobs, or 17 per cent of its workforce, to cut 
costs and improve its profitability.

Uber Technologies rose 5 per cent 
following confirmation after the market 
close on Friday that the ride-hailing 
service will join the blue-chip S&P 500 
index on December 18th.

Alaska Air Group Inc slumped 15.7 per 
cent after it said on Sunday it would buy 
rival US airline Hawaiian Holdings Inc for 
$1.9bn, including debt. The price of $18 
per share in cash reflected a premium for 
Hawaiian, whose shares rose 185 per cent 
on the news.

Virgin Galactic Holdings lost 14.7 per 
cent after founder Sir Richard Branson 
told the Financial Times that he has ruled 
out putting more money into his 
lossmaking space travel company. 
Philip Stafford

Wall Street LondonEurope

A positive regulatory development 
boosted Belgian biopharma group UCB.

The European Commission granted 
marketing authorisation for Zilbrysq, a 
treatment for generalised myasthenia 
gravis, a disorder that can cause double 
vision, drooping eyelids and difficulty in 
swallowing.

KBC Securities reiterated its “buy” 
rating for UCB, noting that Zilbrysq was 
the “only approved drug for self-
administration” in this area, a benefit that 
“could improve patient convenience”. This 
green light followed similar approvals for 
Zilbrysq in the US and Japan.

Italian vehicle maker Piaggio rallied on 
announcing that its Vespa brand, home to 
the eponymous scooter, was worth more 
than €1bn. This came from an Interbrand 
study commissioned by Piaggio, which 
showed that the brand's valuation had 
risen 19 per cent since 2021.

Vespa, already well known in Europe, 
had gained traction in the US and Asia, 
especially in Indonesia, said the study.

Finnish telecom group Nokia fell 
sharply, triggered by, it seemed, a 
LinkedIn blog post penned by Earl Lum, 
president of EJL Wireless Research.

Lum, citing “sources we have spoken 
to”, said US telecoms group AT&T could 
be the “next wireless operator customer 
to remove Nokia from their RAN [radio 
access network] vendor list”. Ray Douglas

A broker helped propel Rolls-Royce to 
the top of the FTSE 100 index, with 
JPMorgan lifting its rating for the engine 
maker from “neutral” to “overweight”.

Analysts anticipated a “much higher 
percentage” of the group's long-term 
service agreements advances would 
convert into profit, thanks to the chief 
executive's “radical moves” such as 
raising charges and initiating cost 
reductions.

Another broker's recommendation 
buoyed packaging business DS Smith, 
which was upgraded from “equal weight” 
to “overweight” by Barclays.

It was among the “cheapest stocks in 
global packaging . . . and we expect a 
volume recovery to drive a multiple
re-rating”, pointed out analysts.

888 was among the session's biggest 
risers following a report in the Sunday 
Times that said the gambling group was 
the target of a £700mn takeover 
approach by Playtech.

The newspaper said the gaming 
software group made a £1.56 per share 
offer in July, way above its most recent 
closing price of 70.6p. But the bid was 
rebuffed on the grounds it undervalued 
the company, quoted City sources.

ITM Power, the hydrogen energy 
group, jumped on posting revenue of 
£7.5mn for the half year, easily topping 
Citi's estimate of £5.6mn. Ray Douglas

target without triggering recessions. 
Weaker than expected US factory 

orders underlined some investors' 
concerns about the state of the world's 
largest economy. Orders slipped 3.2 per 
cent in October after expanding 2.8 per 
cent in September. Economists polled by 
Reuters had forecast a 2.8 per cent fall.

Prices for US government debt slipped, 
with the yield on rate-sensitive two year 
Treasuries up 0.08 percentage points at 
4.64 per cent. The dollar — which has 
sold off amid optimism on the outlook for 
rates — rallied 0.5 per cent against a 
basket of six peers. 

European stocks also retreated, with 
the region-wide Stoxx Europe 600 
slipping 0.1 per cent from the four-month 
high it notched up on Friday. It was pulled 
lower by poor performance in energy 
stocks as oil prices slipped. France's CAC 
40 shed 0.2 per cent, as did London's 
energy-heavy FTSE 100. 

In India, stocks rallied to all-time highs 
after Prime Minister Narendra Modi's 
ruling BJP triumphed in critical state 
elections. The Nifty 50 index climbed 
2.1 per cent to top 20,686 — hitting a 
second consecutive all-time high.
George Steer and Stephanie Stacey

Tech stocks slip after a broad-based rally in November
Nasdaq Composite index ('000)

Source: Bloomberg
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entitlements and defence, which com-
prise roughly three-quarters of US fed-
eral spending. Republicans are broadly 
unwilling to entertain discussions of tax 
rises, while Democrats are similarly 
unwilling to contemplate entitlement 
reforms, so the fiscal situation has 
remained in stalemate. The headwinds 
to growth that would probably accom-
pany fiscal retrenchment are a further 
source of reluctance.

Third, last year’s UK gilt crisis offers a 
cautionary tale. The hallmark of an 
adverse scenario in the Treasury mar-
ket would be a sharp, unexpected dete-
rioration in investor demand for securi-
ties. The result would be surging Treas-
ury yields and rising risk premiums in 
credit and equity markets. Given the 
dollar’s status as a global reserve cur-
rency, these stresses would be transmit-
ted to financial markets abroad.

Nevertheless, the most likely scenario 
is that investor discomfort regarding the 
debt eventually recedes, and the situa-
tion reverts to the more relaxed pre-
Covid configuration. If so, any premi-
ums the market requires to absorb the 
forthcoming issuance would be modest.

The core strengths of the US economy 
— including the dollar’s reserve cur-
rency status, the Fed’s credibility and 
the strength of the national balance 
sheet — should give investors the confi-
dence to buy the additional debt. There 
are few alternatives to Treasuries, and 
the high US debt levels are an unfortu-
nate, but unavoidable, fact of life.

But there is little scope for compla-
cency. Investor patience has limits. Mar-
kets are likely to issue the US a reprieve 
— but not a full, unconditional pardon.

Nathan Sheets is global chief economist at 
Citigroup

Nathan Sheets

Markets Insight

3 Global equity rally pauses, knocking 
off stocks from multi-month highs
3 US dollar rises 0.5% against basket of 
six peer currencies after prior sell-off 
3 Stoxx Europe 600 index slips 0.1% 
from Friday’s four-month high

Global stocks slipped from multi-month 
highs on Monday as November's broad-
based market rally took a pause. 

Wall Street's benchmark S&P 500 stood 
0.8 per cent lower by midday in New 
York, having closed on Friday at its 
highest point since March 2022. The 
tech-dominated Nasdaq Composite shed 
1.2 per cent.

All of the so-called “magnificent seven” 
large technology stocks — Apple, 
Microsoft, Meta, Amazon, Alphabet, 
Nvidia and Tesla — declined. 

The moves came after US stocks in 
November enjoyed their best month since 
July 2022, boosted by confidence that 
interest rates have not only peaked, but 
are also set to fall early next year. 

Against a backdrop of slowing inflation, 
markets are now pricing in the first US 
rate cut for May, with four more quarter 
percentage point cuts expected before 
the end of 2024. 

Corporate and government bonds, gold 
and bitcoin are among the other assets to 
have surged over the past five weeks. 
Some investors, however, believe markets 
have now grown overly optimistic. 

John Plassard, senior investment 
specialist at Mirabaud Group, said the 
past month's rally had been driven by 
“wishful thinking” that both the 
Federal Reserve and European Central 
Bank will be able to return inflation to 

What you need to know

The day in the markets

Markets update

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

Level 4562.65 1842.49 33231.27 7512.96 3022.91 127040.21

% change on day -0.70 -0.03 -0.60 -0.22 -0.29 -0.89
Currency $ index (DXY) $ per € Yen per $ $ per £ Rmb per $ Real per $

Level 103.332 1.082 147.105 1.261 7.136 4.929

% change on day 0.062 -0.185 -0.376 -0.158 -0.081 0.538
Govt. bonds 10-year Treasury 10-year Bund 10-year JGB 10-year Gilt 10-year bond 10-year bond

Yield 4.279 2.353 0.686 4.368 2.690 10.556

Basis point change on day 2.780 -0.300 -0.950 6.100 0.500 8.400
World index, Commods FTSE All-World Oil - Brent Oil - WTI Gold Silver Metals (LMEX)

Level 457.68 78.43 73.52 2045.40 25.16 3699.30

% change on day -0.51 -0.57 -0.74 0.49 0.56 1.54
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

Bath & Body Works 6.76

Estee Lauder Companies (the) 6.03

Idexx Laboratories 5.69

Norwegian Cruise Line Holdings Ltd 5.42

Vf 5.28

Ucb 4.73

Jeronimo Martins 3.79

Grifols 1.93

Kering 1.72

Sodexo 1.61

Rolls-royce Holdings 3.14

Jd Sports Fashion 2.84

Bt 1.98

Wpp 1.72

B&m Eur Value Retail S.a. 1.56

%

D
ow

n
s

Alaska Air -15.81

Albemarle -4.11

Ansys -3.87

Palo Alto Networks -3.87

Cadence Design Systems -3.50
Prices taken at 17:00 GMT

Casino Guichard -5.62

Alstom -3.26

Orange -2.51

Galp Energia -2.49

Saipem -2.16
Based on the constituents of the FTSE Eurofirst 300 Eurozone

Anglo American -3.74

Glencore -3.07

Rio Tinto -2.70

Antofagasta -2.64

Burberry -2.00

All data provided by Morningstar unless otherwise noted.
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WORLD MARKETS AT A GLANCE FT.COM/MARKETSDATA

CChange during previous day’s trading (%)

S&P 500

-0.70%

Nasdaq Composite

-1.10%

Dow Jones Ind

-0.34%

FTSE 100

-0.22%

FTSE Eurofirst 300

-0.03%

Nikkei

-0.60%

Hang Seng

-1.09%

FTSE All World $

-0.51%

$ per €

-0.185%

$ per £

-0.158%

¥ per $

-0.376%

£ per €

No change

Oil Brent $ Sep

-0.14%

Gold $

0.49%

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

AMERICAS EUROPE ASIA
Nov 05 - -  Index  All World Nov 05 - Dec 04  Index  All World Nov 05 - Dec 04  Index  All World Nov 05 - Dec 04  Index  All World Nov 05 - Dec 04  Index  All World Nov 05 - Dec 04  Index  All World

S&P 500 New York

4,358.34

4,562.65

Day -0.70% Month 4.69% Year 12.06%

Nasdaq Composite New York

13,294.19

14,148.08

Day -1.10% Month 4.97% Year 23.44%

Dow Jones Industrial New York

33,839.08

36,123.32

Day -0.34% Month 6.04% Year 4.90%

S&P/TSX COMP Toronto

19,824.85

20,423.76

Day -0.15% Month 3.04% Year -0.29%

IPC Mexico City

49,787.84

53,873.21

Day -0.05% Month 5.08% Year 5.14%

Bovespa São Paulo

115,052.96

127,614.88

Day -0.89% Month 7.52% Year 13.51%

FTSE 100 London

7,417.73
7,512.96

Day -0.22% Month 1.22% Year -0.63%

FTSE Eurofirst 300 Europe

1,759.15

1,842.49

Day -0.03% Month 4.72% Year 5.14%

CAC 40 Paris

7,047.50

7,332.59

Day -0.18% Month 4.05% Year 8.76%

Xetra Dax Frankfurt

15,189.25

16,403.55

Day 0.04% Month 2.34% Year NaN%

Ibex 35 Madrid

9,293.90

10,178.30

Day 0.37% Month 9.52% Year 21.42%

FTSE MIB Milan

28,674.83

29,914.09

Day -0.05% Month 4.32% Year 21.49%

Nikkei 225 Tokyo

31,601.65

33,231.27

Day -0.60% Month 3.90% Year 19.50%

Hang Seng Hong Kong

17,664.12

16,646.05
Day -1.09% Month -5.77% Year -10.87%

Shanghai Composite Shanghai

3,030.80 3,022.91

Day -0.29% Month -0.26% Year -4.22%

Kospi Seoul

2,368.34

2,514.95

Day 0.40% Month 6.19% Year 3.31%

FTSE Straits Times Singapore

3,082.49 3,084.08

Day -0.20% Month -1.88% Year -5.36%

BSE Sensex Mumbai

63,591.33

68,865.12

Day 2.05% Month 6.98% Year 9.52%
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)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  

'HF��� 'HF��� 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  

'HF��� 'HF���

)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 �����
6RIWZDUH�	�&RPS�6HUY �����
)RRG�3URGXFHUV �����
*HQHUDO�5HWDLOHUV �����
&RQVWUXFW�	�0DWHULDO �����
/HLVXUH�*RRGV �����
0HGLD �����
)RRG�	�'UXJ�5HWDLOHU �����
&RQVXPHU�6HUYLFHV �����
7HFKQRORJ\ �����
,QGXVWULDOV �����
)LQDQFLDO�6HUYLFHV �����
7UDYHO�	�/HLVXUH ����
*DV�:DWHU�	�0XOWL ����
%DQNV ����
8WLOLWLHV ����
)L[HG�/LQH�7HOHFRPPV ����

2LO�	�*DV�3URGXFHUV ����
2LO�	�*DV ����
+RXVHKROG�*RRGV�	�+R ����
(OHFWULFLW\ ����
(OHFWURQLF�	�(OHF�(T ����
1RQOLIH�,QVXUDQFH ����
,QGXVWULDO�(QJ ����
5HDO�(VW�,QYHVW�	�6H ����
)LQDQFLDOV ����
)76(�����,QGH[ ����
6XSSRUW�6HUYLFHV ����
$XWRPRELOHV�	�3DUWV ����
)76(�$OO^+<�`6KDUH�,QGH[ ����
,QGXVWULDO�7UDQVSRUW ����
%HYHUDJHV �����
121�),1$1&,$/6�,QGH[ �����
5HDO�(VW�,QYHVW�	�7U �����
)76(�����,QGH[ �����

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

FTSE GLOBAL EQUITY INDEX SERIES  

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

'HF�� 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  

'HF��� 'HF��� 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
&KDPEHUOLQ 3UH ������ ������ ����� �����/ �����/ ����� ������� ������� � ����� �����
&UHLJKWRQV ,QW ������ ������ ����� �����/ ����� �����/ ������� ������� � ����� �����
)XVLRQ�$QWLERGLHV ,QW ����� ����� �����/ �����/ �����/ �����/ ������� ������� � ����� �����
-30RUJDQ�-DSDQ�6PDOO�&DS�*URZWK�	�,QFRPH ,QW �����/ ������/ �����/ ������/ ������� ������� 1RY��� ����� �����
6FKURGHU�%ULWLVK�2SSRUWXQLWLHV�7UXVW ,QW �����/ �����/ �����/ �����/ ������� ������� � ����� �����
6NLQ%LR7KHUDSHXWLFV 3UH ����� ����� �����/ �����/ �����/ �����/ ������� ������� � ����� �����
6RIWZDUH�&LUFOH ,QW ����� ����� �����/ �����/ �����/ �����/ ������� ������� � ����� �����

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

UK RECENT EQUITY ISSUES  

,VVXH ,VVXH 6WRFN &ORVH 0NW
GDWH SULFH�S� 6HFWRU FRGH 6WRFN SULFH�S� ��� +LJK /RZ &DS��eP�

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

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

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

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

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

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

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

$XVWUDOLD��$��
$1=�%DQN ����� ���� ����� ����� ���� ����� ��������
%+3�*URXS ����� ���� ����� ����� ���� ����� ���������
&PZ%N$X ������ ���� ������ ����� ���� ����� ���������
&6/ ������ ���� ������ ������ ���� ����� �������
1DW$XV%N ����� ���� ����� ����� ���� ����� ��������
7HOVWUD ���� � ���� ���� ���� ����� ��������
:HVIDUPHUV ����� ���� ����� ����� ���� ����� ��������
:HVWSDF�%DQN ����� ���� ����� ����� ���� ����� ��������
:RROZRUWKV ����� ���� ����� ����� ���� ����� ��������
%HOJLXP��é�
$Q%VK,Q%Y ����� ���� ����� ����� ���� ����� ���������
.%&�*US ����� ���� ����� ����� ���� ���� ��������
%UD]LO��5��
$PEHY ����� ����� ����� ����� ���� ����� ��������
%UDGHVFR ����� ����� ����� ����� ���� ����� ��������
&LHOR ���� ���� ���� ���� ���� ���� ������
,WDX+OG)LQƇ ����� ����� ����� ����� ���� ���� ��������
3HWUREUDV ����� ����� ����� ����� ����� � ��������
9DOH ����� ����� ����� ����� ���� ���� ��������
&DQDGD��&��
%DXVFK�+OWK ����� ���� ����� ���� � ������ �������
%&( ����� ���� ����� ����� ���� ����� ��������
%N0RQWUO ������ ���� ������ ������ ���� ����� �������
%N1YD6 ����� ����� ����� ����� ���� ���� �������
%URRNILHOG ����� ����� ����� ����� ���� ������ ��������
&DQDG3F5 ������ ���� ������ ����� ���� ����� ��������
&DQ,PS ����� ���� ����� ����� ���� ����� ��������
&DQ1DW5V ����� ����� ����� ����� ���� ����� ��������
&DQ1DW5\ ������ ���� ������ ������ ���� ����� ��������
(QEULGJH ����� ���� ����� ����� ���� ����� ��������
*W:HV/LI ����� ����� ����� ����� ���� ����� �������
,PS2LO ����� ���� ����� ����� ���� ���� ��������
0DQXOLIH ����� ���� ����� ����� ���� ���� ��������
1XWULHQ ����� ����� ������ ����� ���� ���� ��������
5\O%N& ������ ���� ������ ������ ���� ����� ���������
6+23 ����� ����� ������ ����� � ������ ��������
6XQFRU�(Q ����� ����� ����� ����� ���� ���� ��������
7KP5HXW ������ ����� ������ ������ ���� ����� ��������
7QWR'RP ����� ���� ����� ����� ���� ����� ���������
7UQ&DQ ����� ���� ����� ����� ���� ����� ��������
&KLQD��+.��
$JULF%N&K ���� ����� ���� ���� � ���� ��������
%N�&KLQD ���� ���� ���� ���� ���� ���� ��������
%NRI&RPP ���� ����� ���� ���� ���� ���� ��������
%2(�7HFK ���� � ���� ���� � ���� �����
&K�&RPV�&RQV ���� ����� ���� ���� ���� ���� �������
&K�(YUEUJKW ���� ����� ���� ���� ���� ���� �������
&K�5DLO�&RQV ���� � ���� ���� ���� ���� �������
&K�5DLO�*S ���� ����� ���� ���� ���� ���� �������
&K&RQVW%N ���� ���� ���� ���� ���� ���� ���������
&KLQD�9DQNH ���� ����� ����� ���� ����� ���� �������
&KLQD&LWLF ���� ����� ���� ���� ����� ���� �������
&KLQD/LIH ����� ����� ����� ����� ���� ���� �������
&KLQD0%DQN ����� ����� ����� ����� ���� ���� ��������
&KLQD0RE ����� ���� ����� ����� ���� ���� ���������
&KLQD3F,QV ����� ����� ����� ����� ���� ���� �������
&K0LQVKHQJ ���� ����� ���� ���� ���� ���� �������
&K0UFK6HFV ����� ����� ����� ����� ���� ����� ��������
&KQD�8WG�&RPV ���� ����� ���� ���� ���� ����� ��������
&K6KHQ(J\ ����� ���� ����� ����� ����� ���� ��������
&K6KSEOGQJ ���� ���� ���� ���� ���� ������ ��������
&K6W&RQ(QJ ���� ����� ���� ���� ���� ���� ��������
&K8QF+. ���� ����� ���� ���� ���� ���� ��������
&11&�,QWO ���� ���� ���� ���� ���� ����� ��������
&65 ���� ����� ���� ���� ���� ���� ����
'DTLQ ���� ����� ���� ���� � ����� ��������
*XRVHQ6HF ���� ����� ����� ���� ���� ����� ��������
+DLWRQJ6HFV ���� ����� ���� ���� ���� ���� ������
+QJ]K�+LN9'7 ����� ����� ����� ����� ���� ����� ��������
+XQQJ�3ZU ���� � ���� ���� � ������ �������
,0�%DRWRX�6WO ���� � ���� ���� � ����� �������
,Q	&P%N&K ���� � ���� ���� ���� ���� ��������
,QGVWUO%N ����� ����� ����� ����� ���� ���� ��������
.ZHLFKRZ ������� ����� ���� ������� ���� ����� ���������
0LGHD ���� ���� ���� ���� � ����� �����
1HZ�&K�/LIH�,QV ����� ����� ����� ����� ���� ���� �������
3HWUR&KLQD ���� ���� ���� ���� ���� ���� ��������
3LQJ$Q,QV ����� ����� ����� ����� ���� ���� ��������
3QJ$Q%QN ���� ����� ����� ���� ���� ���� ��������
3ZU�&RQV�&RUS ���� ����� ���� ���� ���� ���� ������
6DLF0WU ����� ����� ����� ����� ���� ����� ��������
6KHQZDQ+RQJ ���� ���� ���� ���� � ���� �����
6KJ3GJ%N ���� ����� ���� ���� ���� ���� �������
6LQRSHF�&RUS ���� ����� ���� ���� ���� ���� ��������
6LQRSHF�2LO ���� ���� ���� ���� � ����� �������
'HQPDUN��NU�
'DQVNH%N ������ ���� ������ ������ � ������ ��������
0ROOHU0UVN ����� ����� ����� ���� ����� ���� ��������
1RYR% ������ ����� ������ ������ ���� ����� ��������

)LQODQG��é�
1RNLD ���� ����� ���� ���� ���� ���� ��������
6DPSR$ ����� ���� ����� ����� ���� ����� ��������
)UDQFH��é�
$LUEXV�*USH ������ ����� ������ ������ ���� ����� ��������
$LU/LTXLGH ������ ����� ������ ������ ���� ����� ��������
$;$ ����� ���� ����� ����� ���� ����� ��������
%13�3DULE ����� ���� ����� ����� ���� ���� ��������
&KULVWLDQ'LRU ������ ����� ������ ������ ���� ����� ���������
&UHG�$JU ����� ���� ����� ���� ���� ���� ��������
'DQRQH ����� ���� ����� ����� ���� ����� �������
(') ����� � ����� ���� ���� ����� ��������
(QJLH�6$ ����� � ����� ����� ���� ����� ��������
(VVLORU/X[RWWLFD ������ ����� ������ ������ ���� ����� ��������
+HUPHV�,QWO ������ ���� ������ ���� ���� ����� ��������
/2UHDO ������ ���� ������ ������ ���� ����� ���������
/90+ ������ ����� ������ ������ ���� ����� ������
2UDQJH ����� ����� ����� ���� ���� ����� ��������
3HUQRG5LF ������ ���� ������ ������ ���� ����� ��������
5HQDXOW ����� ����� ����� ����� ���� ���� ��������
6DIUDQ ������ ����� ������ ������ ���� ����� ��������
6DQRIL ����� ���� ������ ����� ���� ����� ���������
6DQW�*EQ ����� ����� ����� ����� ���� ����� ��������
6FKQHLGHU ������ ����� ������ ������ ���� ����� ���������
6RF*HQ ����� ���� ����� ����� ���� ���� ��������
7RWDO ����� ����� ����� ����� ���� ���� ���������
8QLEDLO5 ����� ���� ����� ����� � ����� ������
9LQFL ������ ���� ������ ����� ���� ����� ��������
9LYHQGL ���� ���� ����� ���� ���� ����� �������
*HUPDQ\��é�
$OOLDQ] ������ ����� ������ ������ ���� ����� ��������
%$6) ����� ���� ����� ����� ���� ������ ��������
%D\HU ����� ����� ����� ����� ���� ����� ��������
%0: ����� ����� ������ ����� ���� ���� ��������
&RQWLQHQWDO ����� ����� ����� ����� ���� ����� ��������
'HXW�%DQN ����� ���� ����� ���� ���� ���� ��������
'HXW�7ONP ����� ���� ����� ����� ���� ����� ���������
'HXWV3RVW ����� ���� ����� ����� ���� ����� ��������
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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
'HF��� 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 'HF��� 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 'HF��� FKJ�� FKJ�� FKJ�� 5HWXUQ ��PRQWK ��\HDU
��8S�WR���<HDUV ������ ����� ���� ���� ������� ���� ����
��2YHU���\HDUV ������ ����� ���� ������ ������� ���� ������
�������\HDUV ������ ����� ���� ����� ������� ���� �����
��2YHU����\HDUV ������ ����� ���� ������ ������� ���� ������
��$OO�VWRFNV ������ ����� ���� ������ ������� ���� ������

<LHOG�,QGLFHV 'HF��� 'HF��� <U�DJR 'HF��� 'HF��� <U�DJR
��<UV ���� ���� ���� ���<UV ���� ���� ����
���<UV ���� ���� ���� ���<UV ���� ���� ����
���<UV ���� ���� ����

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

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

86��*URZWK�6WUDWHJ\ � ������ � ������ ����
'HDOLQJ�'DLO\��,QLWLDO�&KDUJH�1LO�IRU�$�FODVVHV�DQG�XS�WR����IRU�RWKHU�FODVVHV

%URZQ�$GYLVRU\�)XQGV�SOF �,5/�
KWWS���ZZZ�EURZQDGYLVRU\�FRP�7HO���������������
)&$�5HFRJQLVHG
*OREDO�/HDGHUV�)XQG�86'�& � ����� � ���� ����

*OREDO�/HDGHUV�6XVWDLQDEOH�)XQG�86'�& � ����� � ���� �

*OREDO�6XVWDLQDEOH�7RWDO�5HWXUQ�%RQG�*%3�% e ���� � ���� ����

*OREDO�6XVWDLQDEOH�7RWDO�5HWXUQ�%RQG�86'�% � ���� � ���� ����

86�(TXLW\�*URZWK�)XQG�86'�% � ����� � ���� ����

86�)OH[LEOH�(TXLW\�)XQG�86'�% � ����� � ���� ����

86�0LG�&DS�*URZWK�)XQG�86'�& � ����� � ���� ����

86�6PDOO�&DS�%OHQG�)XQG�86'�% � ����� � ���� ����

86�6PDOOHU�&RPSDQLHV�)XQG�86'�% � ����� � ���� ����

86�6XVWDLQDEOH�*URZWK�)XQG�86'�& � ����� � ���� ����

86�6XVWDLQDEOH�9DOXH�)XQG�86'�&�$FF � ����� � ���� �

&*�$VVHW�0DQDJHPHQW�/LPLWHG �,5/�
���0RRUJDWH��/RQGRQ��(&�5��$<
'HDOLQJ��7HO�����������������)D[����������������
)&$�5HFRJQLVHG

&*�3RUWIROLR�)XQG�3OF

$EVROXWH�5HWXUQ�&OV�0�,QF e ������ ������ ���� ����

&DSLWDO�*HDULQJ�3RUWIROLR�*%3�3 e �������� �������� ������ ����

&DSLWDO�*HDULQJ�3RUWIROLR�*%3�9 e ������ ������ ���� ����

'ROODU�)XQG�&OV�'�,QF e ������ ������ ���� ����

'ROODU�+HGJHG�*%3�,QF e ����� ����� ���� ����

5HDO�5HWXUQ�&OV�$�,QF e ������ ������ ���� ����

&KDUWHUHG�$VVHW�0DQDJHPHQW�3WH�/WG
2WKHU�,QWHUQDWLRQDO�)XQGV

&$0�*7)�9&& � ��������� ��������� �������� �

&$0�*7L�9&& � ������ � ������ �

5$,&�9&& � ���� ���� ���� ����

'RGJH�	�&R[�:RUOGZLGH�)XQGV �,5/�
������3DOO�0DOO��/RQGRQ�6:�<��-*�
ZZZ�GRGJHDQGFR[�ZRUOGZLGH�FRP��������������
)&$�5HFRJQLVHG

'RGJH�	�&R[�:RUOGZLGH�)XQGV�SOF���*OREDO�%RQG�)XQG

(85�$FFXPXODWLQJ�&ODVV é ����� � ���� ����

(85�$FFXPXODWLQJ�&ODVV��+� é ����� � ���� ����

(85�'LVWULEXWLQJ�&ODVV é ����� � ���� �

(85�'LVWULEXWLQJ�&ODVV��+� é ���� � ���� ����

*%3�'LVWULEXWLQJ�&ODVV e ����� � ���� ����

*%3�'LVWULEXWLQJ�&ODVV��+� e ���� � ���� ����

86'�$FFXPXODWLQJ�&ODVV � ����� � ���� ����

'RGJH�	�&R[�:RUOGZLGH�)XQGV�SOF�*OREDO�6WRFN�)XQG

86'�$FFXPXODWLQJ�6KDUH�&ODVV � ����� � ���� �

*%3�$FFXPXODWLQJ�6KDUH�&ODVV e ����� � ���� ����

)XQG %LG 2IIHU '��� <LHOG

*%3�'LVWULEXWLQJ�6KDUH�FODVV e ����� � ���� �

(85�$FFXPXODWLQJ�6KDUH�&ODVV é ����� � ���� �

*%3�'LVWULEXWLQJ�&ODVV��+� e ����� � ���� ����

'RGJH�	�&R[�:RUOGZLGH�)XQGV�SOF�8�6��6WRFN�)XQG

86'�$FFXPXODWLQJ�6KDUH�&ODVV � ����� � ���� ����

*%3�$FFXPXODWLQJ�6KDUH�&ODVV e ����� � ���� ����

*%3�'LVWULEXWLQJ�6KDUH�&ODVV e ����� � ���� ����

(85�$FFXPXODWLQJ�6KDUH�&ODVV é ����� � ���� ����

*%3�'LVWULEXWLQJ�&ODVV��+� e ����� � ���� ����

'UDJRQ�&DSLWDO
ZZZ�GUDJRQFDSLWDO�FRP
)XQG�LQIRUPDWLRQ�LQIR#GUDJRQFDSLWDO�FRP

2WKHU�,QWHUQDWLRQDO�)XQGV

9LHWQDP�(TXLW\��8&,76��)XQG�$�86' � ����� � ���� ����

(GHQ7UHH�,QYHVWPHQW�0DQDJHPHQW�/WG �8.�
32�%R[�������6ZLQGRQ��61���%*���������������
$XWKRULVHG�,QY�)XQGV
(GHQ7UHH�6KRUW�'DWHG�%RQG�&OV�% ����� � ���� ����

(XURQRYD�$VVHW�0DQDJHPHQW�8.�//3 �&<0�
5HJXODWHG
6PDOOHU�&RV�&OV�2QH�6KDUHV é ����� � ���� ����

6PDOOHU�&RV�&OV�7ZR�6KDUHV é ����� � ���� ����

6PDOOHU�&RV�&OV�7KUHH�6KDUHV é ����� � ���� ����

6PDOOHU�&RV�&OV�)RXU�6KDUHV é ����� � ���� ����
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6KRUW�'DWHG�&RUSRUDWH�%RQG�)XQG�:�$&&�*%3 e ����� � ���� ����
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���+HUEHUW�6WUHHW��'XEOLQ����,UHODQG�7HO���������������
)&$�5HFRJQLVHG
$PHULFDQ�(85�8QKHGJHG�&ODVV é ������ � ���� ����
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5HJXODWHG
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+3%�$VVXUDQFH�/WG
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,QWHUQDWLRQDO�,QVXUDQFHV
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ZZZ�MDQXVKHQGHUVRQ�FRP
$XWKRULVHG�,QY�)XQGV
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0	*�&KDULW\�0XOWL�$VVHW�)XQG�,QF e ���� � ���� ����
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'LYHUVLILHG�$EVROXWH�5WQ�)G�86'�&O�$)� � ������� � ����� �

'LYHUVLILHG�$EVROXWH�5HWXUQ�6WOJ�&HOO�$)� e ������� � ����� �

0DUZ\Q�$VVHW�0DQDJHPHQW�/LPLWHG �&<0�
5HJXODWHG
0DUZ\Q�9DOXH�,QYHVWRUV e ������ � ����� ����

0LOOWUXVW�,QWHUQDWLRQDO�0DQDJHG�,QYHVWPHQWV�,&$9 �,5/�
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5HJXODWHG
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0LOOWUXVW�6LQJXODU�$6($1�)XQG�63�)RXQGHUV � ������ � ����� ����

0LOOWUXVW�63$5;�.RUHD�(TXLW\�)XQG�63�$ � ������ � ���� ����

0LOOWUXVW�;LQJWDL�&KLQD�)XQG�63�$ � ����� � ���� �

7KH�&OLPDWH�,PSDFW�$VLD�)XQG�63�$ � ����� � ����� ����

7KH�&OLPDWH�,PSDFW�$VLD�)XQG��&ODVV�%� � ����� � ����� ����

0LUDEDXG�$VVHW�0DQDJHPHQW �/8;�
ZZZ�PLUDEDXG�FRP��PDUNHWLQJ#PLUDEDXG�DP�FRP
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5HJXODWHG
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2DVLV�&UHVFHQW�*OREDO�,QFRPH�)XQG�86'�$��'LVW� � ���� � ���� ����

2DVLV�&UHVFHQW�*OREDO�/RZ�(TXLW\�)XQG�86'�'��'LVW� � ����� � ���� ����

2DVLV�&UHVFHQW�*OREDO�0HGLXP�(TXLW\�)XQG�86'�$��'LVW� � ����� � ���� ����

2DVLV�&UHVFHQW�*OREDO�3URSHUW\�(TXLW\�)XQG�86'�$��'LVW� � ���� � ���� ����
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3ODWLQXP�*OREDO�'LYLGHQG�8&,76�)XQG � ����� � ���� ����
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/)�5XIIHU�7RWDO�5HWXUQ�&�,QF ������ � ���� ����
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*XLGH�WR�'DWD
7KH�IXQG�SULFHV�TXRWHG�RQ�WKHVH�SDJHV�DUH
VXSSOLHG�E\�WKH�RSHUDWRU�RI�WKH�UHOHYDQW�IXQG�
'HWDLOV�RI�IXQGV�SXEOLVKHG�RQ�WKHVH�SDJHV�
LQFOXGLQJ�SULFHV��DUH�IRU�WKH�SXUSRVH�RI
LQIRUPDWLRQ�RQO\�DQG�VKRXOG�RQO\�EH�XVHG�DV�D
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7KH�VDOH�RI�LQWHUHVWV�LQ�WKH�IXQGV�OLVWHG�RQ�WKHVH
SDJHV�PD\��LQ�FHUWDLQ�MXULVGLFWLRQV��EH�UHVWULFWHG
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bereft of hope:“Sod it all, everything’s 
shit anyway!”

Williamson’s gutter poetry, yelled ina 
meaty East Midlands accent, suggested 
John Cooper Clarke in a fearful bate.His 
bleak reportage of life in broken Britain 
verged on the dystopian in “Smash Each 
Other Up”, his personal state-of-the-na-
tion address for a brittle land where eve-
ryone is “well narky” and engaged in 
“fist fights near Sainsbury’s car park”.

It would have been unremittingly 
dour were it not for the fact that Wil-
liamson’s scabrous wordplay is fre-
quently laugh-out-loud funny. Nothing 
escapes his baleful glare, including him-
self. “You’re in a shouty band, you’re not 
original, man!” he yelled in “DIwhy”, 
going on to level the devastating self-ac-
cusation that he looks like late TV stee-
plejack Fred Dibnah.

There was further comedy in the duo’s 
onstage antics. Williamson’s sizeable 
array of performance tics included 
repeatedly perching a bottle of water on 
his head and emitting odd, parrot-like 
squawks. Behind him, Fearn’s loose-
limbed, free-form dancing suggested a 
tipsy aerobics-class escapee. He made 
Bez from Happy Mondays look like 
Fred Astaire.

Their current single, a cover of Pet 
Shop Boys’ “West End Girls” to raise 
money for the housing charity Shelter, 
initially appeared incongruous but 
makes utter sense. Beneath its electro-
gloss sheen, the original song was about 
class and urban angst: Williamson’s spe-
cialist subjects.

Filing out of Ally Pally, it was hard not 
to reflect that nobody else is doing what 
Sleaford Mods are doing, and they are 
extremely necessary.

sleafordmods.com

electronic beats, and Williamson ranted 
over the top of them like a man bearing a 
ferocious grudge against the world and 
everybody in it.

The singer-rapper has described his 
vocal style as “shouty bloke by the pub 
bins” and the opening song, the album’s 
title track, typified his default mindset 
of incandescent rage. The scattergun 
targets for his ire included former prime 
minister Liz Truss, white Range Rovers 
and “lunch bellies”, and he arrived at a 
disgusted conclusion: “UK grim/Put it 
in the fucking bin.”

Sleaford Mods’ songs document a 
socio-economic wilderness of food 
banks and heating-or-eating. They 
chronicle an underclass for whom
survival is a daily battle.

On “Tilldipper”, Williamson spat out 
bile-laden words about a minimum-
wage corner-shop worker nicking
from the till tobuy drugs, defiantly 

Enraged: Jason Williamson of Sleaford Mods at Alexandra Palace — Burak Cingi/Redferns

Shouty, 
sweary, 
essential

Ian Gittins

For artists perennially viewed as dogged 
outsiders, Sleaford Mods are developing 
a major mainstream presence. Early 
this year, Jason Williamson and Andrew 
Fearn saw their latest album, UK Grim, 
hit number three on the charts. The 
next stage in their ascent? This unlikely 
headline gig at the cavernous Alexandra 
Palace venue.

It was a vast space to fill for an act that 
Williamson has accurately summarised 
as “two men and a laptop”. Nor did the 
duo make any effort to dress up for their 
illustrious occasion. The pair of wizened 

POP

Sleaford Mods
Alexandra Palace, London
aaaae

Kevin Ng

Sixty-six years ago, the teenaged 
Daniel Barenboim made his debut 
at Carnegie Hall. He was due to 
return last week at the helm of the 
Staatskapelle Berlin, the orchestra 
he led for more than three dec-
ades. But recent health issues 
forced him to withdraw from not 
only the ensemble’s North Ameri-
can tour but the directorship of the 
orchestra itself, with the German 
conductor Christian Thielemann 
taking over the helm from 2024.

For the New York performances, 
the orchestra enlisted Yannick 
Nézet-Séguin, who leads both the 
Metropolitan Opera and the Phila-
delphia Orchestra. Nézet-Séguin is 
a ubiquitous presence in New York 
— he had already appeared at 
Carnegie Hall twice in November 
alone. He hasn’t conducted the 
Staatskapelle Berlin for a decade 
and his Brahms is worlds away 
from Barenboim’s leisurely, form-
driven approach.

Rather, Nézet-Séguin revelled in 
the emotion of it all, giving a spon-
taneous, sometimes volatile 
account of the four symphonies. 
Tempos and volumes tended to 
the extremes, but there was a 
sense of energy and little of the 
carefully manicured conducting 
that he has been criticised for in 
the past. It was also incredibly 
beautiful — he drew a gleam and a 
depth from the players that suited 
Brahms nicely.

The Staatskapelle was on fine 
form, with softly glowing strings 
and clarion brass, especially in the 
resonant, golden horn solos from 
Karsten Hoffmann and Yun Zeng. 
Despite some distinguished solos 
in the woodwind section, there 
were some intonation issues that 

threatened to ruin the tranquil 
codas of the Third Symphony.

The introspective Third was the 
weakest of the cycle, with abrupt 
transitions and choppy phrasing. 
It’s the trickiest of Brahms’s sym-
phonies, taut in form and har-
mony but offering few showy 
orchestral moments. Nézet-
Séguin’s insistence on lush, glossy 
phrasing smoothed over the 
craggy harmonies and rhythms 
that lend the work its interest. He 
was far more successful in the 
impulsive First Symphony, pack-
ing a punch in the stormy opening. 
The relentless drive of the timpani 
lent an ominousness that only 
resolved in the chorale finale. Usu-
ally taken at a stately pace, Nézet-
Séguin instead chose a swift tempo 
that surged forwards with youth-
ful enthusiasm.

It was the Second and Fourth 
Symphonies that suited Nézet-
Séguin best, capturing the ebb and 
flow of their meandering lines 
without losing momentum. The 
opening movement of the Second 
Symphony was an endless stream 
of golden sound, its idyllic mood 
often compared to Beethoven’s 
Pastoral Symphony. But Nézet-
Séguin and his orchestra offered 
hints of contrasting melancholy 
throughout, most notably in the 
enigmatic slow movement, though 
optimism triumphed in the end 
with a blazing finale.

No such triumph occurs in the 
Fourth Symphony, which instead 
concludes with a monumental 
theme-and-variations which may 
be Brahms’s towering achieve-
ment. Nézet-Séguin brought a 
fierce, almost vicious energy to 
this movement, hurtling towards 
an inexorable close.

Nézet-Séguin concluded by 
thanking the orchestra and offer-
ing his best wishes for Barenboim, 
who would surely have been 
relieved that Brahms was in such 
good hands.

staatskapelle-berlin.de

CLASSICAL

Staatskapelle Berlin
Carnegie Hall
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Spontaneous spin 
through the Brahms cycle

Leaps and 
bounds: a 
scene from 
platformer ‘A 
Highland Song’

Chris Allnutt

Twice in two days I heard the music of 
Scottish folk band Talisk. The first time 
was in a throng of hyperactive fans as 
the trio’s soaring guitar, violin and con-
certina melodies sought to whisk us far 
from a rather anonymous venue in 
north London. The second, the follow-
ing day, came as I took flight across a 
gentle stretch of hillside in A Highland 
Song: as I gained speed, and the game’s 
greens and browns blurred underfoot, a 
familiar and hypnotic refrain began 
to play.

The first thing you’ll do in A Highland 
Song — before you meet 15-year-old run-
away Moira, before the game zooms out 
over the hills and valleys that stand 
between you and your coastal destina-
tion — is calibrate your hardware with 
the rhythm of the game. This simple 
exercise ensures that, when prompted, 
you will run blissfully in time with 
the music.

Consider it an initiation into the pace 
of the Highlands: as Moira makes her 
way up the game’s many peaks, wheels 
herself around its lochs and through its 
gorse, you will find yourself prompted 
to leap to the beat of Talisk’s and Fourth 
Moon’s songs. Fail to do so and you’ll 
first slow down and then come to a 
stumbling stop, your fragile health 
bar evidently offended by your lack 
of rhythm.

Beyond these fixed-length sections, 
the game is a straightforward
platformer; your only enemies are the 

perilous terrain and time itself as the 
number of days until Beltane, the Gaelic 
celebration of May Day and your dead-
line for reaching the sea, counts down.

Your exact reasons for taking flight 
will only gradually become clear, but 
uncle Hamish, in whose direction you 
are headed, narrates your journey from 
the lighthouse. Maps of his, sketches 
you made from your bedroom window 
and pages you’ll find along the way will 
help orientate you. Different stretches 
of your route — tantalisingly visible 
towards the horizon — are linked by 
paths that are revealed when you suc-
cessfully match up these scraps with 
your surroundings.

There are points where the water -
colour brushstrokes drawing the terrain 
are just a fraction too hazy and it 
becomes hard to tell what is foreground 
path and what is background art; the 
sound effects, particularly when you’re 
perched atop a peak and panting for 
breath, could desperately use some 
variety, and the running sections prove 

sometimes too long and sometimes too 
short — the former when you have to 
spend time retracing your steps, the
latter when you don’t quite reach the 
rhythmic crescendos of whatever track 
the game has chosen.

But it all adds to the sense that this is 
the furthest Moira has ever been from 
home by herself and that, deep in the 
beautiful and very rainy Scottish High-
lands, there’s no telling quite what lies 
beyond the next peak. The music — 
exuberant, liberating, occasionally fore-
boding — echoes these feelings 
perfectly.

When I saw Talisk that first evening, I 
found myself wishing we had been in a 
creaking pub rather than a cavernous 
former billiard hall. Something of the 
music’s spirit was lost in its setting: it 
needed to be played somewhere more 
characterful, more creaking — some-
where whose structural deficiencies are 
far outweighed by a great deal of beauty 
and charm. Somewhere a bit like A 
Highland Song.

Scottish folk music helps game take flight
GAMING

A Highland Song
PC and Nintendo Switch
aaaae

Yannick Nézet-Séguin conducting the Staatskapelle Berlin — Fadi Kheir

early-fifties geezers lurched on to a bare 
stage in shorts and crumpled T-shirts as 
if heading down the park for a five-a-
side kickabout.

The casual attire reflected the rough-
and-ready nature of their performance. 
Sleaford Mods have one musical mode: 
as ever, Fearn pressed play on his laptop, 
unleashing a volley of agitated, rattling 

WEEKEND ARTS

The Life of a Song
Tim Hardin’s 1966 
ballad ‘Reason to 
Believe’ has been 
widely covered, and 
often treated as a 
love song, but its 
lyrics are frequently 
misunderstood

ft.com/arts
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European flows into ESG have held steady
recently, but US investors have been pulling
cash out of funds
Quarterly flows into global sustainable funds ($bn)

Source: Morningstar Direct
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FT BIG READ. FUND MANAGEMENT

As opinions shift and political pressure rises, asset managers like BlackRock are talking more about 
maximising returns than about saving the world. Is the war on woke creating a transatlantic rift?

By Brooke Masters and Patrick Temple-West

clients’ money,” he wrote in this year’s 
annual letter. “But the money doesn’t 
belong to these people. It’s not ours 
either. It belongs to our clients, and our 
responsibility and our duty is to them.”

Performance first 

Public furore aside, the direct impact of 
the backlash against ESG has been more 
limited.

Overall, BlackRock’s funds continue 
to see net inflows that dwarf the $3bn in 
red-state withdrawals: nearly $500bn 
since the start of 2022. 

The anti-woke manager Strive has 
seen funds under management grow 
rapidly, but at $1bn, it remains a min-
now in a sea of trillion-dollar whales. 
Since Ramaswamy stepped down from 
active management to focus on his pres-
idential bid, the firm has dialled down 
its “anti-woke” rhetoric in favour of an 
emphasis on purely financial returns.

Eighteen states have adopted some 
kind of anti-ESG legislation. Some of the 
laws ban “discrimination” against com-
panies that sell fossil fuels and guns, oth-
ers order state pension funds not to con-
sider environmental and social factors 
while investing.

But in 19 states, such laws were pro-
posed but did not pass. Four have 
adopted pro-ESG laws, according to the 
K&L Gates law firm. In Nebraska, com-
munity bankers who objected to having 
their hands tied when doing business 
helped doom the legislation. 

In some cases, when anti-ESG and 
boycott laws passed, public pension 
fund trustees balked at being forced to 
move money, saying it would violate 
their duty to put investors first. 

Liberal-leaning states, meanwhile, 
are racing in the other direction, while 
justifying their decision on financial 
grounds. Calpers, the largest US public 
pension fund, last month pledged to 
double its low-carbon assets to $100bn. 
“We believe by investing in that strategy 
we can achieve outperformance,” says 
Peter Cashion, its managing investment 
director for sustainable investing.

Moreover, the reticence found in 
some parts of the US is not mirrored in 
other markets. In the EU, where nine in 
10 people support ambitious net zero 
and renewable energy goals, groups 
such as Axa and BNP Paribas have 
promised to shun fossil fuel projects.

“If you’re a US wealth adviser sitting 
in a regional office somewhere, proba-
bly the last question you want to ask 
somebody is, ‘What is your view on sus-
tainability?’, because that is a very sensi-
tive area,” says Peter Harrison, chief 
executive of Schroders, a big UK asset 
manager with a substantial US arm. 
“That issue is quite different elsewhere 
in the world.”

‘A provable story’

The bigger problems for ESG-themed 
investing may not be politics, but recent 
poor performance and weakening 
demand. Such funds historically have 
been overexposed to tech because of its 
relatively low carbon footprint. They 
also benefited from the enthusiasm for 
the energy transition at a time when oil 
and gas prices were low. 

But higher interest rates have driven 
down the valuations of growth compa-
nies, while Russia’s invasion of Ukraine 
and turmoil in the Middle East have 
driven up profits at the fossil fuel com-
panies that such funds typically avoid.

“ESG was born in a bullish environ-
ment and now we are in the opposite. 
The cost of capital is going up and many 
green things are inflationary,” says one 
top sustainability banker. 

Sustainable funds shrank 0.85 per 
cent in the third quarter, while the 
industry overall was flat. ESG bond issu-
ance has slowed from a record $4tn in 
2021 and is on pace for more like $3tn 
this year, while the price premium over 
ordinary debt has shrunk, according to 
research house Capital Economics.

The likely result, industry leaders say, 
is that funds will have to be much more 
explicit about what they mean when 
they say they offer ESG investing. 

For some, that means being more 
quantitative about the links between 
sustainability measures and higher 
financial returns. “The heightened 
focus on having a provable story around 
ESG and being able to demonstrate 
quantitatively that you do what you say 
you’re going to do is a good thing,” says 
David Hunt, chief executive of asset 
manager PGIM. “ESG with integrity.”

For others, it means dropping the 
term completely. A $95.2bn Massachu-
setts state pension fund voted last week 
to change the name of its ESG Commit-
tee to the Stewardship and Sustainabil-
ity Committee.

One prominent bond fund manager 
argues that it “makes no sense” to try to 
impose one universal do-gooder frame-
work on all clients because each of them 
holds different values. His prediction? 
“ESG will be dead in five years.”

Additional reporting by Katie Martin in 
London

The real impact of
the ESG backlash

I n 2020, BlackRock chief executive 
Larry Fink put the world’s largest 
money manager squarely behind 
the cause of purpose-driven invest-
ing. “Climate change is different” 

from other financial challenges, he 
wrote in his closely watched annual let-
ter to corporate chief executives. Fink 
promised “a fundamental reshaping of 
finance” that would put “sustainability 
at the centre of our investment 
approach”. 

Corporate America and investors 
quickly followed suit, scrambling to sign 
up to net zero carbon plans and launch-
ing funds that included environmental, 
social and governance (ESG) factors in 
their investment decisions.

Three years later, BlackRock is still 
betting big on the transition to a lower-
carbon economy, but the $9.1tn money 
manager’s emphasis when it talks about 
sustainability and social issues has 
changed. Last month, when BlackRock 
put $550mn into one of the world’s larg-
est carbon capture projects in Texas, 
Fink focused on moneymaking poten-
tial rather than its contribution to the 
planet’s welfare. Describing it as “an 
incredible investment opportunity”, he 
also highlighted BlackRock’s decision to 
work with big energy companies.

The shift comes after a two-year 
stretch during which US Republican 
politicians have pounded big banks and 
investment managers for being “too 
woke” or “hostile” to fossil fuels. Red-
state treasurers blacklisted financial 
groups including BlackRock, Goldman 
Sachs, State Street and Wells Fargo. 
Some legislatures, including Florida, 
Kansas and Idaho, have passed laws that 
ban or limit the consideration of ESG.

The anti-ESG backlash has captured 
public attention and opened up a trans-
atlantic rift. While EU investors boast of 
their efforts to reach net zero green-
house gas emissions as quickly as possi-
ble, many of their US counterparts are 
dodging the subject or saying they must 
defer to client wishes.

The real-world impact is hard to 
assess. On the one hand, green infra-
structure and transition investment 
funds continue to rake in cash. Anti-ESG 
legislation has been beaten back in a 
number of red-state legislatures, and 
relatively little money has been moved 
away from blacklisted institutions. The 
vast majority of investors and fund 
managers incorporate climate and 
social risk factors into their decisions 
even if they don’t call it ESG.

“More of the largest institutional 
investors in the world are more inter-
ested in what we have to say today than 
they were three years ago,” says David 
Blood, who founded sustainable invest-
ing specialist Generation Investment 
Management with former US vice-pres-
ident Al Gore nearly two decades ago.

But there is also clear evidence of 
scepticism about the way sustainable 
investing has been marketed and car-
ried out. Investor support for environ-
mental and social shareholder propos-
als has fallen sharply; the flow of US 
money into ESG-labelled funds has 
slowed after poor performance; promi-
nent financial groups including Allianz, 
Lloyd’s of London and Vanguard have 
pulled out of net zero alliances; and 
JPMorgan Chase has redefined its cli-
mate goals to move away from that 
benchmark. Even supporters of sustain-
able investing warn of “greenwashing”, 
in which money managers overstate the 
environmental impact of investments.

The backlash raises the question of 
how much longer funds advertising 
themselves as ESG will be on the menu 
for investors. Fink himself said in June 
he no longer used the term as it had 
become “weaponised”.

Part of the problem is that ESG funds 
often try to address too many factors at 
once, says Brad Lander, who runs New 
York City’s $248bn in pension funds, 
leading to “a loss of clarity and strategic 
attention to what any of it means”. 

“I understand if you’re a smaller 
investor, the idea of a fund that you feel 
good having your money in is nice,” 
adds Lander, who has publicly commit-
ted to long-term sustainability. “But 
inevitably, [such a fund] isn’t going to be 
that strategic.”

Red-state resistance

Conservative resentment about green 
investment built up in the US over sev-
eral years, but finally boiled over in late 
2021.

The precipitating moment came in 
May 2021 when start-up hedge fund 
Engine No 1 won three board seats at 
ExxonMobil by arguing that the energy 
giant needed to do more to diversify 
away from oil and gas. 

BlackRock, which holds nearly 7 per 
cent of Exxon shares through its mas-
sive index fund business, backed the 
campaign, arguing the oil major was not 
doing enough to protect its shareholders 
from “the impact of climate risk”. 

Red-state politicians, scenting an 
opportunity to mobilise voters over 

about supporting activist shareholder 
proposals to take specific action on envi-
ronmental and social issues such as 
diversity audits or eschewing invest-
ment in fossil fuels.

Average support for liberal proposals 
in these areas has plummeted from 33 
per cent in 2021 to 22 per cent this year, 
with the biggest drop related to climate-
related questions, according to the Sus-
tainable Investments Institute.

The change has been particularly visi-
ble at BlackRock itself. Though Fink’s 
earlier letters had urged chief executives 
to focus on purpose rather than just 
profits, BlackRock is now much more 
wary of shareholder efforts to force 
companies to do more on climate and 
diversity. The money manager backed 
just 7 per cent of environmental and 
social proposals at companies’ annual 
meetings in the 2023 proxy season, 
down from 47 per cent two years earlier.

It said in its annual report on share-
holder voting that many of this year’s 
proposals were too prescriptive or 
pointless, and cited a US Securities and 
Exchange Commission policy change 
that has allowed more ESG proposals to 
get on proxy ballots.

That is not to say that BlackRock and 
its peers have turned conservative — 
proposals that oppose diversity and 
inclusion efforts or seek to force compa-
nies to disclose more information about 
legal risks and costs associated with 
abortion did substantially worse, 
receiving, on average, support from less 
than 3 per cent of all shareholders.

Rather, it reflects a trend among big 
US index fund managers: where they 
once sought to pressure companies to 
take action, they now are distancing 
themselves from having to take posi-
tions on these issues when they can.

BlackRock, Vanguard and State Street 
have come under fire because their 
funds control about 20 per cent of most 
large US companies. They have all 
launched programmes to let their cli-
ents decide how their shares are voted.

The managers now let investors 
choose among approaches ranging from 

“vote with management” to prioritise 
Catholic values or ESG. State Street last 
week made its version available to hold-
ers of $1.7tn in assets, and institutional 
BlackRock clients controlling more 
than $585bn have taken control of their 
own votes. Fink has said the change will 
“transform the relationship between 
asset owners and companies”.

Others say the emphasis on the role of 
the investment firms in proxy voting 
was misplaced to begin with. “There was 
an outsized belief in the influence of 
investors, so I am not sure [proxy vot-
ing] makes as much of a difference as 
people think,” says Sarah Williamson, 
chief executive of Focusing Capital on 
the Long Term, a non-profit group.

US money managers have also pulled 
back when it comes to advertising and 
talking about ESG, especially after 
Texas and other red states used mem-
bership in Net Zero Asset Managers, an 
initiative launched in December 2020 to 
support global climate goals, as evi-
dence of hostility to fossil fuels. 

Some have scrubbed references to net 
zero from their websites and 30 per cent 
of US asset managers told a Cerulli sur-
vey they were going to be more guarded 
about sharing ESG-related activities in 
marketing materials, prospectuses and 
other formal investment documents. 
Some 57 per cent of retail advisers said 
they were not discussing ESG with cli-
ents, up from 44 per cent last year.

When pressed on the issue, asset 
managers in the US now emphasise that 
they are service providers. Clients, they 
say, should be free to choose from 
investments that run the gamut from 
impact funds that explicitly seek to cut 
carbon emissions to sector funds that 
focus on traditional energy companies. 

Though Fink warned in 2020 that the 
asset manager would “continue to hold 
exposures to the hydrocarbon econ-
omy”, in recent years he has hit back 
explicitly at rightwing and leftwing crit-
ics who want the group to take a stand 
on climate issues.

“There are many people with opin-
ions about how we should manage our 

fears for domestic jobs, focused their ire 
on Fink, because of his prior full-
throated support for “stakeholder capi-
talism”, in which chief executives 
claimed to be helping society, employ-
ees and the environment as well as mak-
ing money. In September 2021, former 
biotech executive — and future presi-
dential candidate — Vivek Ramaswamy 
singled him out during a talk to the 
influential conservative network the 
Federalist Society. 

Asset managers were overstepping 
their role by telling corporate leaders 
“we want you, executive, to be advanc-
ing and using your corporate platform 
to advance a particular social agenda”, 
Ramaswamy said. Months later, he 
launched activist fund shop Strive Asset 
Management, promising it would use its 
shareholder clout to lobby against cor-
porate ESG agendas. 

The Exxon vote galvanised the efforts 
of Republican politicians in Texas and 
other oil and coal-producing states who 
were already moving to punish banks 
and investment companies for signing 
up to net zero pledges. In January 2022, 
West Virginia treasurer Riley Moore, 
who manages the state’s cash and finan-
cial dealings, became the first red-state 
official to pull money out of BlackRock.

Texas drew up the first boycott list 
that summer, targeting financial firms it 
considered hostile to fossil fuels, and 
held legislative hearings that pilloried 
both State Street and BlackRock. By the 
end of 2022, red states had announced 
plans to pull more than $3bn out of 
BlackRock funds.

“Larry Fink has done nothing over the 
past year but try to divert people’s atten-
tion from him getting caught politicising 
pension money,” says Dale Folwell, 
North Carolina’s treasurer, who has 
called for the chief executive to be 
sacked — but has declined to pull his 
state’s money out of BlackRock, citing 
its attractive low fees.

The anti-ESG movement has had a 
significant impact in the arena of proxy 
voting. In the past two years, asset man-
agers have become much more wary 

Larry Fink, chief 
executive of 
BlackRock, says 
he no longer 
uses the term 
ESG as it has 
become 
‘weaponised’. 
His group 
continues to 
fund green 
infrastructure 
projects
FT montage/Bloomberg

‘ESG was 
born in 
a bullish 
environment 
and now we 
are in the 
opposite. 
The cost of 
capital is 
going up and 
many green 
things are 
inflationary’

  7%  
Environmental and 
social proposals that 
BlackRock backed, 
from 47% in 2021

  $3bn  
Amount of planned 
withdrawals by red 
states from 
BlackRock funds  

  $500bn  
Net inflows into 
BlackRock funds 
since the start 
of 2022 
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AI governance must avoid 
a single point of failure

prevail. As seen at OpenAI, investors 
ultimately hold a great deal of influ-
ence. Another option would be for AI 
progress to be funded by govern-
ments, essentially nationalising the 
labs or directing their mission through 
contracts and oversight. But this comes 
with its own set of risks, including mis-
use for authoritarian goals or warfare. 

For true responsible governance of 
AI, we therefore need to avoid a single 
point of failure. As I laid out in a recent 
paper, we need strong independent 
and democratic oversight, involving 
not only a national regulator but also 
civil society, independent academics 
and the international community. 
The governance structure must be 
multi-stakeholder and multilateral. 
One objective is to minimise conflicts 
of interest with commercial goals and 
focus on safety-first R&D. Another is 
to protect against the possibility that a 
lab’s system falls into the wrong hands 
or becomes a dangerous runaway 
entity. Having labs share their results 
means the other institutions would be 
there to defend society.

While a lot of uncertainty remains, 
wrestling with these questions is 
urgent. Reports suggest OpenAI may 
have recently made a breakthrough, 
Q*, which may have greatly increased 
reasoning and mathematical abilities. 
If and when this is proven to be true, 
we could have become closer to AGI. 

I am well positioned to appreciate 
the implications of such a break-
through through my own research. My 
group came up with the attention 
mechanisms which led to the trans-
formers that are the engine behind 
today’s frontier systems. I believe the 
main remaining gap between current 
advanced systems and AGI is what we 
could refer to as conscious cognition — 
abilities such as reasoning, deliberate 
thought and explicit planning. 

I have argued for many years that 
although deep learning has made huge 
strides in cognitive capabilities corre-
sponding to human intuition (system 
1), methods are still weak regarding 
the conscious cognition crucial for 
humans to provide correct answers in 
settings for which we need to reason 
(system 2). If OpenAI has made 
progress on this, AGI may be much 
closer than many of us expected. 

Regardless of who gets there first, if 
we bridge the gap to human intelli-
gence soon, will society be ready to 
respond? Do we have the appropriate 
governance mechanisms and other 
means to mitigate potentially danger-
ous outcomes? I do not think so. This 
discussion must happen urgently. It 
should reflect democratic values and 
democratic will. The OpenAI saga 
should serve as a strong warning.

The writer is a Full Professor at Université 
de Montréal and the Founder and Scien-
tific Director of Mila — Quebec Artificial 
Intelligence Institute

W e still don’t know what 
actually happened at 
OpenAI. But recent 
events should prompt 
us to take a step back 

and ask broader questions about the 
kind of governance required for 
organisations that are both developing 
powerful frontier artificial intelligence 
systems and explicitly aiming at creat-
ing human-level intelligence, or AGI.

Should they be for-profit organisa-
tions overseen by a board responsible 
to shareholders? Should they be non-
profit organisations with a mission of 
greater good? Or a hybrid version? 
Could they be nationalised and under 
government control? Or do we need 
new forms of governance that would 
seek to reconcile our shared demo-
cratic values with the financial and 
power gain that future frontier systems 
promise to those who control them?

I often remind myself that democ-
racy is foremost about sharing power, 
and that our democratic institutions — 
with their checks and balances — are 
designed to avoid its concentra-
tion, even in the hands of a few elected 
officials.

When it comes to AI, future out-
comes are highly dependent on who 
has decision rights. As development 
accelerates, benefits and risks grow 
accordingly. We already have AIs that 
can generate realistic fake images of 
politicians to influence elections. In 
the near future, many are concerned 
that malicious actors could use AI sys-
tems to help design and release deadly 
biological weapons. There is growing 
fear that risks could escalate beyond 
our ability to rein them in.

The decisions of how to develop and 
deploy AI, then, may soon drastically 
affect society. If that is the case, should 
they be completely left in private 
hands? As seen with the oil and gas 
industry in regards to climate change, 
we cannot fully trust profit-driven 
companies to take into account the 
societal implications of their activity. 
It is a classic tragedy of the commons, 
where the best move by individual 
players is not well aligned with collec-
tive wellbeing. 

Unfortunately, we may also not be 
able to rely on non-profit structures to 

Do we have the 
mechanisms and other 

means to mitigate 
dangerous outcomes?

Ewan White

Yoshua
Bengio
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The country 
has to address 
its favouritism 
towards 
state-owned 
enterprises over 
their smaller, 
privately owned 
cousins

China’s accelerating rise in consumer defaults

Bankruptcy procedures 
need fixing to support 
Beijing’s economic goals

A sharp rise in Chinese consumers 
defaulting is the latest in a lengthening 
list of ailments afflicting the world’s 
second-largest economy. The number 
of people blacklisted for missing pay-
ments on everything from mortgages to 
business loans has risen to a record 
8.54mn, from 5.7mn in early 2020.

This number still only accounts 
for about 1 per cent of the working-age 
population. But the rate of increase 
shows that even since China rolled back 
its pandemic lockdown about a year 
ago, rising financial distress at the 
individual level is contributing to stiff 
headwinds that are frustrating a broad 
recovery in consumer activity. Without 
energising consumer spending, China 
may struggle to drive sustainable 
economic growth — which the IMF is 

forecasting will slow next year to about 
4.6 per cent, from 5.4 per cent this year.

The impact of these defaults is exacer-
bated by an unsophisticated governance 
regime in dire need of reform. Under 
current regulations, blacklisted default-
ers are blocked from buying air tickets, 
making payments through the near-
ubiquitous mobile apps Alipay and 
WeChat Pay, and conducting dozens of 
other commonplace transactions. 

At the human level, such sanctions 
turn defaulters economically into 
virtual “non-persons”, creating great 
difficulties in their daily lives. At a 
national level, they contribute to a debt 
crisis that is evident not only in China’s 
imploding property sector and local 
government finances but in rising credit 
card arrears and a surging number of 
property foreclosures by banks.

Since the wave of defaults is in part 
the result of a decade-long borrowing 
spree by Chinese consumers, the dis-
tress is quite likely to get worse. House-
hold debt is estimated to have doubled 

as a proportion of gross domestic prod-
uct to 64 per cent over the past decade.

Beijing needs to take the initiative to 
push through reforms that deal with 
defaults and bankruptcies in a more 
transparent and equitable way, not only 
for individuals but for corporations 
too. If it does not, it will hamper the 
cause of switching to a more consumer-
driven growth model, as the IMF and 
others have advocated. Last year con-
sumer spending contributed only about 
53 per cent of China’s total GDP, against 
far higher levels in advanced economies 
such as the US and UK. 

The main focus of governance 
reforms should be to provide pathways 
back to solvency for people on debt 
blacklists, so that they can hope to even-
tually resume normal economic activ-
ity. The application of individual debt 
relief packages and schedules for debt 
workouts for individuals are two ideas 
being suggested by Chinese experts.

But the most important reform 
should be to draft and implement a new 

law on individual bankruptcy, to com-
plement an existing law on enterprise 
bankruptcy in force since 2007. Beijing 
can take lessons from a pilot scheme 
it launched in 2021 in Shenzhen 
which allowed local residents to file for 
personal bankruptcy. 

More broadly, China needs to address 
its favouritism towards state-owned 
enterprises over their smaller, privately 
owned cousins. State-owned corpora-
tions, especially those owned by the 
central government, rarely go bankrupt 
in China because state-owned banks are 
obliged to indulge their excesses.

But an officially estimated 52mn 
micro, small and medium-sized enter-
prises are solely funded by individual 
households. If they fall behind on their 
debt repayments, the banks can 
foreclose on their assets and blacklist 
the entrepreneurs that own them. The 
inequity in this system goes some way to 
explaining why China’s private sector is 
underperforming so starkly this year — 
and holding back its wider growth.

of the country, as long as the 
intellectual elites refrain from entering 
politics in lieu of illicit financial 
advancement, and as long as 
innovation and access to capital is not a 
core national focus, Mexico will forever 
remain an “emerging” economy.
Jorge Alberto Chico
New York, NY, US

Decriminalising hard 
drugs would be deadly
Michael Romberg (Letters, 
November 28) argues that the 
better policy mix is to decriminalise 
drugs with serious detrimental effects, 
given “the harms fall to those who 
choose to take the risk”. 

This ultra-libertarian perspective 
is naive and, like many “progressive” 
causes in our freedom of choice-fixated 
society, short-sighted. Easier access to 
hard drugs has been shown to bring far 
more people into the serious risk Venn 
diagram who would otherwise be 
deterred from making the choice. 

As an analogy, individuals in many 
US states also wish to “pursue their 
own idea of happiness”, as Romberg 
puts it, by purchasing and firing off 
handguns, but this has resulted in 
more “quick” suicides by them and 
their family members than elsewhere. 

Politicians talk about doing the right 
thing. Give the public a dangerous 
choice to make and they will: that’s 
bad, nay negligent, policy, especially 
since the traditional moral compasses 
of faith and family have disintegrated. 
Barry Taleghany
Tunbridge Wells, Kent, UK

Haley’s nomination plans 
could be helped by Trump 
Edward Luce’s insights into US politics 
are valuable (Opinion, November 30).

However, the plausible path to the 
Republican presidential nomination he 
describes for Nikki Haley avoids some 
interesting questions. If Hayley were 
to offer Trump a pardon in return for 
him dropping out of the race, how 
could he enforce such a contract? As 
part of such a deal, would she require 
his fulsome endorsement? Would 
enough swing voters see such a deal as 
so sordid that they would coalesce 
behind Joe Biden?
John Griffiths
Seattle, WA, US

Charles has Greek ties

Perhaps the tie King Charles wore 
at COP28 sporting Greek flags had 
nothing to do with the row over the 
Elgin Marbles (Report, FT Weekend, 
December 2). He could simply be 
honouring his late father who was born 
Prince Philip of Denmark and Greece 
in Corfu in 1921. Our king is part Greek.
Izhar Khan
Ferryhill, Aberdeen, UK

creating a truly circular economy. In 
fact, cardboard is not only the lowest 
contributor to waste, but for decades 
has been the most recycled material 
in Europe, with recycling rates well 
over 80 per cent. Some have been using 
these figures to make recyclable 
cardboard out to be the villain. But 
the fibres of a cardboard box can be 
and are recycled up to 25 times. And 
when it isn’t, it’s still 100 per cent 
biodegradable. This means it 
disappears in nature within four 

months, unlike other non-recyclable 
materials.

Strangely enough, this is ignored by 
those who don’t want cardboard 
packaging with its superior, existing 
and proven recycling system, run by 
hundreds of small and medium-sized 
European businesses, to become 
the cornerstone of EU policies for 
environmental sustainability.

Getting this right matters because 
what’s at stake is the EU green 
transition. The EU parliament has 

recently made a historic decision on its 
landmark legislation (PPWR), leading 
Europe towards a circular economy. 
And our sector is built to provide 
bespoke, sustainable packaging that 
is 100 per cent renewable, recyclable 
and biodegradable.

Our political leaders should have the 
right information so we can all commit 
to a green and circular Europe.
Tony Smurfit
Chief Executive, Smurfit Kappa, Dublin, 
Ireland

Mexico’s cartels and elite 
keep it in ‘emerging’ status   
As a son of Mexicans, it saddens me to 
have to agree with the editorial board’s 
claim that “Mexico is wasting its 
nearshoring opportunity” (FT View, 
December 1). A country such as 
South Korea can only dream of being 
in the privileged geographical position 
that Mexico finds itself in. Mexico has 
benefited from “nearshoring” for 
decades, hosting European and 
American automotive plants. 

This has not led to the emergence 
of a single Mexican automobile 
manufacturer. Meanwhile, Korea, 
a war-torn country in the 1950s and 
1960s, has developed a vibrant and 
cutting-edge automobile sector, and 
has since proceeded to turning its 
attention to technology, financial 
services and fashion. In many ways, 
Mexico’s greatest export is inexpensive 
labour to satiate the American 
consumer. What little gains the 
country has experienced have only 
been a result of growing American 
demand, or greater labour costs in 
places such as China. 

As long as cartels continue to 
exercise sovereignty over great swaths 

The figures used for paper and 
cardboard “waste” in your article “EU 
packaging law lays waste to industry 
revolt” (Report, November 23) 
are incorrect.

They don’t account for the fact that 
90 per cent of this so-called waste is 
recovered and transformed, which is 
exactly what Europe’s Green Deal aims 
at. Because our sector uses old boxes to 
make new ones.

What has been framed as “waste” is 
actually recyclable material and key to 

Cardboard lets us box clever in push for a circular economy
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A s our dinner ended at a 
chic Peruvian restaurant 
in Buenos Aires last 
month, my Irish uncles 
and cousins, in town for 

a family wedding, pulled out their 
phones. Shaking their heads in 
amazement, they photographed the 
mountain of Argentine pesos they had 
assembled to pay a $90 bill. I cringed.

I understood the impulse: for 
tourists paying in cash, any large sum 
in Argentina requires a comically 
large wad of 1,000 peso notes, each 
worth about $1 — the result of the 
Argentine currency losing 98 per cent 
of its value against the dollar since 
2017, when the 1,000 peso note was 
first released. I’ve seen many 
foreigners do the same since I moved 
here in June.

But I was still embarrassed, not 
wanting to be seen laughing at this 
symptom of Argentina’s economic 
distress. The South American country 
is suffering its worst crisis in two 
decades, with annual inflation above 
140 per cent and two-fifths of 
Argentines living in poverty. That’s 
the backdrop that propelled Javier 
Milei, an eccentric libertarian 
economist, to victory at recent 
presidential elections. He has pledged 
swingeing spending cuts and 
deregulation to reboot the economy.

This year’s crisis is hardly the first. 
Stability has eluded Argentina for 
decades, thanks in part to politicians’ 
chronic overspending, financed 
intermittently by money printing and 
heavy borrowing, triggering inflation 

and defaults. On top of that, the 
outgoing government has built a 
labyrinth of tight economic 
restrictions, including currency, 
price and import controls.

“This country is hopeless — I don’t 
care who is in power,” said Tomás, a 
plumber who saved my bathroom 
from flooding after a toilet 
malfunction last week. He cackled 
when I told him about the UK’s panic 
at its recent 6 per cent annual 
inflation.

Tomás gets paid off the books, like 
almost half of Argentines, and has 
only been able to wrangle a 20 per 
cent rise this year, despite food and 
rent costs doubling, he said. 

Many Argentines have developed 
strategies for dealing with their 
unique economy. Taxi drivers give me 
tips on which fixed-income saving 
instruments will shield one from price 
rises. Generous shop assistants advise 
me to look elsewhere for somewhere 
that offers 12 monthly payments 
without interest — a popular scheme 
that allows buyers to afford goods, and 
keeps consumption up for retailers.

Argentines know it’s better to splash 
any extra cash than hold on to pesos — 
particularly ahead of market-moving 
events such as elections — which is 
why Buenos Aires enjoys a booming 
restaurant scene as the economy 
crumbles. Others buy up non-
perishable goods, such as cleaning 
products, and later trade them for 
food on online marketplaces.

Up the economic ladder, advice 
differs. At a conference, one executive 

told me how he had skirted 
Argentina’s asset wealth tax, which 
exempts dollars stored in banks, but 
not those kept at home. “They count 
the dollars on December 31, so I drop 
them off around Christmas, and pick 
them up on January 2,” he said.

For anyone in a privileged elite 
earning in dollars, there is a 
disjunction between the price of food 
and services (made ludicrously cheap 
by wide-ranging state subsidies and 
the peso’s decline) and that of goods 
(made expensive by protectionist 
policies). I paid $50 for the cheapest 
clothes horse I could find, and $70 for 
a T-shirt that disintegrated after three 
washes. But a subway ride costs eight 
cents, an upscale haircut $8 and a 
lavish seven-course tasting menu 
comes to $50 a head. 

Change may be on its way. Milei has 
said he intends to stamp out inflation 
and deregulate the economy. Even if it 
goes well, he has warned any benefits 
will not be immediate — exchange 
controls are likely to remain for the 
foreseeable future and inflation may 
spiral faster as he begins to unpick 
a web of price controls. Analysts say 
his austerity plan will inflict serious 
pain, particularly on Argentina’s 
working and middle classes.

It looks as if for Tomás and most 
Argentines, things will keep getting 
worse before they have a chance at 
getting better. If my family visit again 
next year, there may well still be 
shocking sights to see in Buenos Aires.

ciara.nugent@ft.com

How to 
cope with 
Argentina’s 
economic 
absurdities  

by Ciara Nugent
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wwiitthh hhoouussee mmoonneeyy,,yyyy ”” aass oonnee UUSS ooffffffff iiffff cciiaall
ppuuttss iitt.. BBuutt,, aaffttffff eerr OOccttoobbeerr 77,,77 tthheerree
rreemmaaiinnss aaddeeeepprreelluuccttaannccee ttooppuutt sseerriioouuss
pprreessssuurreeoonnIIssrraaeell ttoocchhaannggeeccoouurrssee..

DDiissppaattaaaa cchhiinngg AAmmeerriiccaann aaiirrccrraaffttffff ccaarrrrii--
eerrss aanndd mmiissssiillee ddeeffeeffff nnccee ssyysstteemmss ttoo tthhee
MMiiddddllee EEaasstt mmeeaannss tthhaatt tthheeyy aarree nnoott
aavvaaaa aaiillaabbllee ffooffff rr ootthheerr ttrroouubbllee ssppoottss.. TThhaatt
hhaass iimmpplliiccaattaaaa iioonnssnnoott jjuusstt ffooffff rrUUkkrraaiinneebbuutt
aallaa ssooffooffff rreeaassttAAssiiaa..

TThhee ccuurrrreenntt eexxppeeccttaattaaaa iioonn iinn WWaaWWWW sshhiinngg--
ttoonn iiss tthhaatt tthhee TTaaiiwwaanneessee pprreessiiddeennttiiaall
eelleeccttiioonn oonnJJaannuuaarryyrrrr 1133 wwiillllbbee wwoonn bbyy LLaaii
CChhiinngg--ttee,, wwhhoo iiss rreeggaarrddeedd iinn BBeeiijjii iinngg aass aa
ddaannggeerroouuss sseeppaarraattaaaa iisstt.. IIff CChhiinnaa rreessppoonnddss
ttoo aa LLaaii vviiccttoorryy wwiitthh tthhrreeaatteenniinngg ddiiss--
ppllaayyss ooff mmiilliittaarryy ssttrreennggtthh,, tthhaatt ccoouulldd
eeaassiillyypprroovvookkeekkkk aanneewwccrriissiiss..

TThheerree iiss ccaauuttiioouuss ooppttiimmiissmm tthhaatt BBeeii--
jjiinngg’’ss iinniittiiaall rreessppoonnssee ttoo aa vviiccttoorryyrrrr bbyy LLaaii
wwiillll ccoonncceennttrraattaaaa eeoonneeccoonnoommiiccaannddppoolliittii--
ccaall pprreessssuurree.. BBuutt,, oovveerr tthhee ccoouurrssee ooff tthhee
yyeeaarr,,rr CChhiinnaa ccoouulldd ttaakkee iittss mmiilliittaarryy
intintimiimidatdationion  of of TTaiwaiwan an to to newnew  lelevvelsels,,
ppaarrttiiccuullaarrllyy iiff tthhee UUSS llooookkss ddiissttrraacctteedd
aanndd wweeaakkeenneedd bbyy eevveennttss iinn UUkkrraaiinnee aanndd
tthhtt eeMMiiddddlleeEEaasstt..

TThhee ffaacctt tthhaatt CChhiinnaa wwiillll bbee cclloosseellyy

ssttiillll ffeeffff eellss tthhaattaaaa iitt iiss ddaannggeerroouussllyy cclloossee ttoo aa
wwiiddeerr rreeggiioonnaall wwaarr tthhaatt wwoouulldd ddrraaggaa iinn
tthhee UUSS.. AAttttaacckkss oonn sshhiippppiinngg bbyy tthhee
HHoouutthhiiss,, aann IIrraann--bbaacckkeedd mmiilliittiiaa iinn
YYeeYYYY mmeenn,, mmiigghhtt ccrreeaattee tthhee iinncciiddeenntt tthhaatt
lleeaaddss ttooeessccaallaaaa aattaaaa iioonn..

TThheerree aarree aallssoo ppoowweerrffuuffff ll vvooiicceess iinn
IIssrraaeell wwhhoo aarrggrr uuee tthhaattaaaa ,, aaffttffff eerr tthhee OOccttoobbeerr
77 tteerrrroorr aattttaacckkss,, IIssrraaeell ccaann nnoo lloonnggeerr
ttoolleerraattee tthhee pprreesseennccee ooff HHiizzbboollllaahh,,
aannootthheerr hheeaavvaaaa iillyy aarrmmeedd IIrraann--bbaacckkeedd
mmiilliittiiaa,,oonniittssnnoorrttrrrr hhtttt eerrnnbboorrddeerr..rrrr BBuuttaawwaarr
bbeettwwtttt eeeenn IIssrraaeell aanndd HHiizzbboollllaahh ccoouulldd bbee
mmuucchh mmoorree iinntteennssee tthhaann aa ccoonnffllffff iicctt wwiitthh
HHaammaass..

TheTherree is is somsomee rreesensentmetment nt inin WWashash--WWWW
iinnggttgggg oonn tthhtttt aattaaaa IIssrraaeell iiss iinnssiissttiinngg iitt wwiillll mmaakkeekk
iittss oowwnn ddeecciissiioonnss aabbaa oouutt mmiilliittaarryyrrrr ooppeerraa--
ttiioonnss,, wwhhiillee rreellyyiinngg oonn UUSS mmuussccllee iinn tthhee
bbaacckkggkk rroouunndd.. ““TThhee IIssrraaeelliiss aarree ppllaayyaaaa iinngg

ooww mmaannyy iinntteerrnnaattiioonnaall
ccoonnffllffff iiccttss ccaann oonnee ssuuppeerr--
ppoowweerr hhaannddllee aatt tthhee ssaammee
ttiimmee?? T Thhee B Biiddeenn a addmmiinniiss--
ttrraattiioonn iiss ccuurrrreennttllyy ttrryyiinngg

ttoo ddeeaall wwiitthh wwaarrss iinn tthhee MMiiddddllee EEaasstt aanndd
EEuurrooppee,, wwhhiillee pprreeppaarriinngg ffooffff rr aa ssuurrggee iinn
tteennssiioonnssbbeettwwtttt eeeennCChhiinnaaaannddTTaaiiwwaann..

AAllll tthhiiss iiss ttaakkiinngg ppllaaccee uunnddeerr tthhee
lleennggtthheenniinngg sshhaaddooww ooff DDoonnaalldd TTrruummpp..
HHiiss ppoossssiibbllee rreettuurrnn ttoo tthhee WWhhiittee HHoouussee
ppoosseess pprrooffoouunndd qquueessttiioonnss aabboouutt tthhee
ffuuffff ttuurree ooff UUSS ddeemmooccrraaccyy aanndd tthhee ccoouunn--
ttrryyrrrr ’’ssrroollee iinntthhtttt eewwoorrlldd..

TThhee ccoommbbiinnaattaaaa iioonn ooff aallll tthheessee eevveennttss iiss
ccrreeaattaaaa iinngg aa ppaallppaabbaa llee sseennssee ooff tteennssiioonn aanndd
ffooff rreebbooddiinngg iinn ggoovveerrnnmmeenntt ooffffffff iiffff cceess iinn
WWaasshhiinnggttoonn.. IItt iiss nnoott jjuusstt tthhee sshheeeerr
nnuummbbeerr ooff ccrriisseess ccoommiinngg aatt tthhee BBiiddeenn
aaddmmiinniissttrraattaaaa iioonn,, bbuutt tthhee ffaaffff ctct tthhaattaaaa mmaannyy
aarree hheeaaddiinngg iinn tthhtttt ee wwrroonngg ddiirreeccttiioonn —— tthhtttt ee
wwaarrss iinn UUkkrraaiinnee aanndd tthhee MMiiddddllee EEaasstt,,
ffooffff rr eexxaammppllee.. AAnndd tthhee ppoollllss llooookk bbaadd ffooffff rr
BBiiddeenn..

TThhee ffoorreeiiggnn ccrriisseess ccoouulldd ccoommee ttoo aa
hheeaadd qquuiittee ffaaffff sstt.. ““TThhee nneexxtt tthhrreeee mmoonntthhtt ss
ccoouulldd ddeetteerrmmiinnee tthhee nneexxtt ffeeffff ww yyeeaarrss,,”” iiss
hhooww oonnee sseenniioorr UUSS ooffffiicciiaall ppuuttss iitt.. AA
pprroommiinneenntt DDeemmooccrraatt wwoorrrriieess tthhaatt ““bbyy
JJaannuuaarryyrrrr ,,yyyy wwee ccoouulldd bbee ttaallkkiinngg aabbaa oouutt hhooww
JJooeeBBiiddeennlloossttUUkkrraaiinnee””..

NNew ew funfundindingg forfor thethe  UkrUkrainainiaian n milmili-i-
ttaarryyrrrr aanndd iittss cciivviilliiaann iinnssttiittuuttiioonnss iiss ssttuucckk
iinn CCoonnggrreessss.. TThhee BBiiddeenn aaddmmiinniissttrraattaaaa iioonn
sseeeemmss ccoonnffiiffff ddeenntt tthhaatt mmoonneeyy ffooffff rr KKyyKKKK iivv
wwiilllluullttiimmaattaaaa eellyybbeeaaggaa rreeeedd..BBuutt iiff ffiiffff nnaanncciiaallaa
aassssiissttaannccee iiss nnoott ppaasssseedd bbeeffooffff rree tthhee eenndd
ooff tthhee yyeeaarr,, UUkkrraaiinnee ccoouulldd ffeeeell tthhee
eeffffffff eeffff ccttssoonntthhtttt eebbaattaaaa tttttt lltttt eeffiiffff eellddwwiitthhtttt iinnwweeeekkss..

AAtttteemmppttss ttoo aaggaa rreeee aa ffrrffff eesshh ppaacckkaaggaa ee ooff
EEUU mmoonneeyy ffooffff rr UUkkrraaiinnee aarree aallssoo ssttaalllleedd
bbyy wwrraanngglliinngg iinn BBrruusssseellss.. SSeenniioorr UUSS
mmiilliittaarryy ooffffffff iiffff cciiaallss aarree wwaarrnniinngg CCoonnggrreessss
tthhaatt,, iiff ffuuffff nnddiinngg ffooffff rr tthhee ccoouunnttrryy iiss ccuutt
aanndd PPuuttiinn mmaakkeess ssuubbssttaannttiiaall pprrooggrreessss iinn
tthhee wwaarr aass aa rreessuulltt,, RRuussssiiaa ccoouulldd bbee
tthhrreeaattaaaa eenniinngg tthhee BBaallttiicc ssttaattaaaa eess bbyy tthhee eenndd
ooff22002244..

IInn tthhee ccoommiinngg wweeeekkss,, RRuussssiiaa iiss
eexxppeecctteedd ttoo llaauunncchh aann iinntteennssee bboouutt ooff
aatttttttt aacckkss oonn UUkkrraaiinniiaann iinnffrrffff aassttrruuccttuurree iinn
tthhee hhooppee ooff ccrriipppplliinngg tthhee ccoouunnttrryy’’ss
ppoowweerr ssuuppppllyy aanndd wwiinntteerr hheeaattaaaa iinngg.. MMooss--
ccooww ttrriieedd tthhee ssaammee tthhiinngg llaasstt wwiinntteerr aanndd
ffaaffff iilleedd.. BBuutt tthhee RRuuRRRR ssssiiaannss nnooww hhaavvaaaa ee mmaannyy
mmoorree ddrroonneess aanndd mmiissssiilleess,, tthhaannkkss ttoo
IIrraann,, NNoorrtthh KKoorreeaa aanndd rraammppeedd--uupp
ddoommeessttiicc pprroodduuccttiioonn.. UUkkrraaiinniiaann aaiirr
ddeeffeenncceess aarree llooookkiinngg tthhrreeaaddbbaarree iinn
ppllaacceessaannddccoouullddbbeeoovveerrwwrrrr hheellmmeedd..

TThheepprreeccaarriioouussnneessssooffUUkkrraaiinnee’’ssssiittuuaa--
ttiioonn iiss ggeettttiinngg lleessss aatttteennttiioonn tthhaann iitt
sshhoouulldd bbeeccaauussee ooff tthhee MMiiddddllee EEaasstt.. TThhee
BBiiddeenn aaddmmiinniissttrraattaaaa iioonn iiss ppaayyaaaa iinngg aa hheeaavvaaaa yyvvvv
ppoolliittiiccaall pprriiccee,, aattaaaa hhoommee aanndd aabbaa rrooaadd,, ffooffff rr
iittss ssuuppppoorrtt ffoorr IIssrraaeell.. TThhee UUSS iiss nnooww
ppuuttttiinngg ppuubblliicc pprreessssuurree oonn IIssrraaeell ttoo
cchhaannggee iittss mmiilliittaarryyrrrr ttaaccttiiccss iinn GGaazzaa aanndd ttoo
kkiillll ffeeffff wweerrPPaallaaaa eessttiinniiaanncciivviilliiaannss..

BBuutt AAmmeerriiccaann ccoonncceerrnnss eexxtteenndd wweellll
bbeeyyoonndd GGaazzaa.. TThhee BBiiddeenn aaddmmiinniissttrraattaaaa iioonn
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hhee EEUU’’ss ttoopp lleeaaddeerrss mmeeeett
tthhiiss mmoonntthh ffoorr tthhee llaasstt
EEuurrooppeeaann CCoouunncciill ooff tthhee
yyeeaarr.. HHooww ddeecciissiivvee tthheeyy
mmaannaaggee ttoo bbee ccoouulldd mmaakkee

tthhee ddiiffffffff eeffff rreennccee bbeettwweeeenn aa ssuummmmiitt tthhaatt
wwoouulldd rraannkk aammoonngg ssoommee ooff tthhee mmoosstt
ccoonnsseeqquueennttiiaall —— oorr aa mmaassssiivvee wwaasstteedd
ooppppoorrttrrrr uunniittyytttt ..yyyy

CCoonnssiiddeerr tthhee uunnrreessoollvveedd ddeecciissiioonnss
tthhaatt hhaavvaaaa ee bbeeeenn ppiilliinngg uupp.. WWhheetthheerr ttoo
mmaakkee ggoooodd oonn tthhee pprroommiissee ttoo ffiiffff nnaannccee
UUkkrraaiinnee wwiitthh €€5500bbnn oovveerr ffooffff uurr yyeeaarrss,,
hhaallaaaa ffaa yyeeaarraaffttffff eerr iitt wwaassmmaaddee.. WWhheetthhtttt eerr ttoo
oopepenn ffooffff rrmmaall EEUU mmeemmbeberrsshhiipp nneeggoottiiaa--
ttiioonnss wwiitthh UUkkrraaiinnee aanndd ppoossssiibbllyy
ootthheerr ccaannddiiddaattee ccoouunnttrriieess.. WWhheetthheerr
ffiiffff nnaallllyy ttoo ssiiggnn ooffffffff oonn aa ttrraaddee ddeeaall wwiitthh
SSoouutthh AAmmeerriiccaa’’ss MMeerrccoossuurr bblloocc..
WWhheetthheerr ttoo aaddoopptt pprrooppoosseedd nneeww ccoomm--

mmoonn rruulleess ffooffff rr nnaattiioonnaall ppuubblliicc ffiiffff nnaanncceess,,
aass wweellll aass mmiiddtteerrmm rreevviissiioonnss ttoo tthhee EEUU’’ss
sseevveenn--yyeeaarrbbuuddggeett..

CCoonnttrraarryy ttoo aappppeeaarraanncceess,, wwhhaatt hhaass
bbeeeenn hhoollddiinngg uupp tthheessee ddeecciissiioonnss iiss nnoott
tthhaattaaaa tthheeyy aarree ddeeeeppllyy ccoonnttrroovveerrssiiaall.. EEvvee--
rryyoonnee uunnddeerrssttaannddss tthheeyy aarree nneecceessssaarryy
oorr wwoouulldd bbrriinngg mmoommeennttoouuss bbeenneeffiiffff ttss ttoo
tthhee EEUU aanndd iittss rreellaattiioonnss wwiitthh tthhee rreesstt ooff
tthhee wwoorrlldd.. IInnsstteeaadd,, wwhhaatt tthheeyy hhaavvaaaa ee iinn
ccoommmmoonn iiss tthheeyy hhaavvaaaa ee aallll bbeeeenn iimmppeeddeedd
bbyymmuucchhmmoorreettrriivviiaallaaaa ccoonncceerrnnss..

IItt iiss nnoott ggoooodd eennoouugghh ttoo bbllaammee tthhee
ddeellaayyaaaa ss oonn tthhee oobbssttrruuctctiioonniissmm ooff VViikkttkkkk oorr
OOrrbbáánn’’ss HHuunnggaarryyrrrr .. IItt iiss ttrruuee tthhaattaaaa OOrrbbáánn iiss
hhoollddiinngg uupp tthhee UUkkrraaiinnee ddeecciissiioonnss ttoo
eexxttrraacctt aaddvvaannttaaggeess —— iinn ppaarrttiiccuullaarr,,rr aa
rreelleeaassee ooff EEUU ffuuffff nnddss hheelldd bbaacckk dduuee ttoo hhiiss
uunnddeerrmmiinniinnggooffhhiissccoouunnttrryyrrrr ’’ss rruulleeooff llaawwaaaa ..wwww
BBuutt,, aass iinn eeaarrlliieerr bbiigg ddeecciissiioonnss,, tthheerree iiss aa
lliimmiitt ttoo hhooww ffaaffff rr ootthheerrss wwiillll lleett hhiimm ddeellaayyaaaa
tthheemm.. AAllrreeaaddyy tthheerree iiss ttaallkk iinn nnaattiioonnaall
ffiiffff nnaannccee mmiinniissttrriieess ooff cciirrccuummvveennttiinngg
BBuuddaappeesstt bbyy ffuuffff nnddiinngg UUkkrraaiinnee ““aattaaaa 2266”” aass
aappoossssiibbllee iiffnnoottpprreeffeeffff rrrreeddooppttiioonn..

JJuusstt aass bbiigg aa pprroobblleemm hhaass bbeeeenn tthhee
EEuurrooppeeaann CCoommmmiissssiioonn’’ss bbuunnddlliinngg ooff
UUkkrraaiinnee ssuuppppoorrtt wwiitthh ootthheerr ttoopp--uuppss ttoo
iittss bbuuddggeett ffrrffff oomm mmeemmbbeerr ssttaatteess.. AAss ffooffff rr

hhaammssttrruunngg bbyy tthhee nnaarrcciissssiissmm ooff ssmmaallll
ddiiffffeerreenncceess.. BBuutt wwee aarree wweellll ppaasstt
tthhee ppooiinntt wwhheerree hhoollddiinngg oouutt ffoorr oonnee
mmoorree mmaarrggiinnaall ccoonncceessssiioonn,, hhaagggglliinngg
oovveerr tteecchhnniiccaall ddeettaaiillss oorr ggaatthheerriinngg
mmoorree kknnoowwlleeddggee iiss ooff mmuucchh hheellpp.. OOnn
aallll tthhesesee iissssuueses,, tthhee popolliittiiccaall ddececiissiioonnss
jjuusstthhaavvaaaa eettoobbeemmaaddee..

DDooiinngg ssoo wwoouulldd mmaakkee tthhiiss iinnttoo oonnee ooff
tthhoossee ssuummmmiittss tthhaatt ttaakkee tthhee EEuurrooppeeaann
pprroojjeecctt iinnttoo aa nneeww cchhaapptteerr:: sseettttiinngg
UUkkrraaiinnee oonn aa ffiiffff rrmmeerr wweesstteerrnn ccoouurrssee,,
ccrreeaattiinngg tthhee wwoorrlldd’’ss llaarrggeesstt ffrrffff eeee ttrraaddee
aarreeaa aanndd eessttaabblliisshhiinngg aa pprreeddiiccttaabbllee
ffrrffff aammeewwoorrkk ffooffff rr sseeccuurriinngg tthhee bbiigg iinnvveesstt--
mmeennttss nneeeeddeedd iinn ddeeffeeffff nnccee,, ddeeccaarrbboonniissaa--
ttiioonn aanndd ddiiggiittaall mmooddeerrnniissaattaaaa iioonn.. NNoo oonnee
iiss pprreesseennttiinngg aann aalltteerrnnaattivivee ppoolliittiiccaall
ccoouurrssee:: tthhee ffaaffff iilluurree ooff popolliittiiccaall wwiillll tthhiiss
mmoonntthh wwoouulldd ssiimmppllyy bbee aa mmaassssiivvee eexxeerr--
cciisseeooffkkiicckkiinnggtthhtttt eeccaannddoowwnntthhtttt eerrooaadd..

TheThe  lonlongerger  it it taktakeess thethe  EU EU to to dedecidcidee
tthhiinnggss tthhaatt sshhoouulldd jjuusstt bbee wwrraappppeedd uupp,,
tthhee mmoorree tthhee ggeennuuiinneellyy hhaarrdd ddeelliibbeerraa--
ttiioonnsswwiillllbbeeddeellaayyaaaa eedd..

TThheeyy iinncclluuddee aa ffuuffff llll,, ggoooodd--ffaaffff iitthh aanndd
ssuussttaaiinneedd eennggaaggeemmeenntt wwiitthh hhooww ttoo
rreeaaddyy tthhtttt ee bblloocc ffooffff rr eennllaarrggrr eemmeenntt.. AA tteennttaa--
ttiiveve ddeebbaattee eeaarrlliieerr tthhiiss yyeeaarr oonn ddeeeepp

UUkkrraaiinnee’’ss aacccceessssiioonn ttaallkkss,, ssoommee aarree
tteemmpptteedd ttoo ssttrriinngg tthhiinnggss oouutt ffooffff rr aa ffeeffff ww
mmoonntthhss iinn aa mmiissgguuiiddeedd bbeelliieeff tthhtttt iiss wwoouulldd
mmaakkaa eekkkk KKyyKKKK iivvrreeffooffff rrmmffaaffff sstteerr..

TThhee hhoolldd--uuppss rraannggee bbeeyyoonndd tthhee
UUkkrraaiinnee qquueessttiioonnss.. TThhee sshhaappee ooff tthhee
ffiiffff ssccaall rruulleess hhaass lloonngg bbeeeenn llaarrggrr eellyy cclleeaarr..rrrr
TThhee rreemmaaiinniinngg tteecchhnniiccaall ddeettaaiillss ffiiffff nnaannccee
mmiinniissttrriieess aarree ffiigghhttiinngg oovveerr wwiillll
mmaakkee nneexxtt ttoo nnoo ddiiffffffff eeffff rreennccee ttoo tthhee EEUU’’ss
eeccoonnoommiicc pprroossppeeccttss.. TThhee MMeerrccoossuurr

ddeeaall,, mmeeaannwwhhiillee,, iiss bbeeiinngg hheelldd uupp bbyy
nnaarrrrooww sseeccttoorraall iinntteerreessttss aanndd oovveerrzzeeaall--
oouuss eennvviirroonnmmeennttaall ddeemmaannddss.. TThhaatt’’ss
unsunsurpurprisrisinging  —— andand  inin a a nanarrrrooww sesennsese
eevveenn lleeggiittiimmaattee —— bbuutt tthheessee iinntteerreessttss
aarree nnoowwhheerree nneeaarr eennoouugghh ttoo jjuussttiiffyyffff
ssccuuppppeerriinngg tthhee ddeeaall.. TThhee bbuuddggeett
rreevviissiioonnss,, ttoooo,,aarreeoovveerr ttrriivviiaallaaaa nnuummbbeerrss..

IInn aallll tthheessee ccaasseess,, tthhee EEUU rreemmaaiinnss
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hhoouugghh IInnddiiaann PPrriimmee MMiinniiss--
tteerr NNaarreennddrraa MMooddii iiss iinn hhiiss
1100tthh yyeeaarr iinn ooffffiiccee,, hhiiss
ppoossiittiioonn iiss aass ssttrroonngg aass eevveerr..rrrr
TThhee BBhhaarraattiiyyaa JJaannaattaa

ppaarrttrrrr yytttt ’’ss oovveerrwwrrrr hheellmmiinngg eelleeccttiioonn vviiccttoorriieess
iinn tthhee HHiinnddii hheeaarrttllaanndd ssttaatteess ccoonnffiiffff rrmm
MMooddii’’ss ggrriipp oonn tthhee wwoorrlldd’’ss llaarrggeesstt
ddeemmooccrraaccyy,,yyyy aass wweellll aass tthhee sshhaaddooww hhee
ccaassttssoovveerr iittsshhaapplleessssooppppoossiittiioonn..

AAhheeaadd ooff SSuunnddaayyaaaa ’’ss rreessuullttss,, tthhtttt ee ooppppoossii--
ttiioonn hhaadd hhooppeedd ttoo bbuuiilldd oonn iittss ggaaiinnss
ffooffff lllloowwiinngg tthhtttt ee CCoonnggrreessss ppaarrttrrrr yytttt ’’ss wwiinn iinn tthhtttt ee
ssttaattee ooff KKaarrnnaattaakkaa eeaarrlliieerr tthhiiss yyeeaarr..
TThhee BBJJPP aanndd iittss aalllliieess ssttiillll rruulleedd iinn
ssttaatteess rreepprreesseennttiinngg 4455 ppeerr cceenntt ooff
thethe  natnationional al ppoopulpulatiation,on,  butbut  thathat t waswas
ddoowwnn ffrroomm 7700 ppeerr cceenntt aatt tthheeiirr ppeeaakk
jjuusstt ssiixx yyeeaarrss aaggoo.. MoModdii ttooookk iitt uuppoonn
hhiimmsseellff ttoo rreevveerrssee tthhaattaaaa ddeecclliinnee.. TThhee BBJJBB PP

ccaammppaaiiggnneedd aass iiff hhee wweerree tthhee ccaannddiiddaattee
ffooffff rr cchhiieeff mmiinniisstteerr iinn ccoonntteesstteedd ssttaatteess,,
ffeeaattuurriinngg hhiiss iimmaaggee oonn ppoosstteerrss,,
rreelleeggaattiinngg tthhee aaccttuuaall ccaannddiiddaatteess ttoo tthhee
bbaacckkggkk rroouunndd..

MMooddii ffiigghhttss tthheessee bbaattttlleess bbeeccaauussee
tthheeyy mmaatttteerr ssoo mmuucchh iinn IInnddiiaa,, wwhheerree
6600 ppeerr cceenntt ooff ggoovveerrnnmmeenntt ssppeennddiinngg
iiss ccaarrrriieedd oouutt bbyy tthhee ssttaatteess iinn IInnddiiaa,,
ccoommppaarreedd wwiitthh 3300 ppeerr cceenntt oonn aavvaaaa eerraaggaa ee
iinnddeevveellooppeeddccoouunnttrriieess..

TThhee BBJJPP wwoonn tthhrreeee ooff tthhee ffoouurr
ccoonntteesstteedd ssttaattaaaa eess,, aanndd nnooww wwiitthh iittss aalllliieess
ccoonnttrroollss 1166 ooff tthhtt ee 2299 ssttaattaaaa eess,, rreepprreesseennttiinngg
nneeaarrllyy 6600 ppeerr cceenntt ooff tthhee ppooppuullaattiioonn..
TThhoouugghh ssttaattee eelleeccttiioonnss hhaavvaaaa ee ooff llaattee nnoott
bbeeeenn ggoooodd lleeaaddiinngg iinnddiiccaattaaaa oorrss ooff nnaattaaaa iioonnaall
eelleeccttiioonnss,, iitt iiss hhaarrdd ttoo sseeee tthhee BBJJBB PP lloossiinngg
nneexxtt MMaayyaaaa ’’ss nnaattaaaa iioonnaall bbaalllloott.. WWhheenn MMooddii
wwaass tthhee pprriimmee mmiinniisstteerriiaall ccaannddiiddaattee
iinn 22001199,, hhee lleedd hhiiss ppaarrttyytt ttoo aa mmaarrggiinn ooff
vviiccttoorryyrrrr 1100 ppooiinnttss hhiigghheerr tthhtttt aann iittss aavvaaaa eerraaggaa ee
iinnssttaattaaaa eeeelleeccttiioonnvviiccttoorriieessssiinncceetthhtttt eenn..

MMeeaannwwhhiillee,, CCoonnggrreessss lloosstt tthhtttt ee ssttaattaaaa eess ooff
RRaajjaaaa aasstthhaann aanndd CChhhhaattaaaa tttttt iissggaarrhh ttoo tthhee BBJJBB PP,,PP
eexxtteennddiinngg aann uunnuussuuaall ssttrriinngg ooff ffaaffff iilluurreess..
DDrrooppppiinngg aa lloonnggssttaannddiinngg tteennddeennccyy
ttoo ttoossss oouutt iinnccuummbbeennttss,, vvootteerrss bbeeggaann
iinn rreecceenntt yyeeaarrss ttoo rree--eelleecctt mmoosstt

eelleeccttiioonn,, ffaaffff rr ffrrffff oomm tthhee hhiigghh--tteecchh hhuubb aanndd
ssttaattee ccaappiittaall ooff HHyyddeerraabbaadd,, II eennccoouunn--
tteerreedd vviillllaaggaa eerrss rraaiissiinngg ffaaffff tt ttuurrkkeeyyss —— aa
pprriicceeyy bbrreeeedd ooff ppoouullttrryy oonnccee uunnkknnoowwnn
iinn tthhee IInnddiiaann bbaacckk--ccoouunnttrryy.. MMaannyy
hhoommeess wweerree nneewwllyy rreemmooddeelllleedd,, iinn
ccoonnccrreetteewwiitthhtttt ggllaasssswwiinnddoowwssrraattaaaa hhtttt eerr tthhtttt aann
mmuudd oorr ccllaayyaaaa ..yyyy OOuuttssiiddee oonnee,, aa wwoommaann wwaass
ttaakkiinngg ddeelliivveerryy ooff aa nneeww ddrreessss ffrroomm
aa ssccooootteerr ddrriivveerr,,rrrr wwhhoo ttoolldd mmee ccuussttoommeerrss
oorrddeerr ffrrffff oomm hhiiss eemmppllooyyeerr oonnlliinnee —— aanndd
ccaann rreettuurrnn ggooooddss tthhee ssaammee wwayay.. SSuucchh
ccoonnvveenniieenncceess wweerree rraarree iinn vviillllaaggaa eess eevveenn
ffiiffff vveeyyeeaarrssaaggaa oo..

NNoonneetthheelleessss,, ppeeooppllee iinn TTeellaannggaannaa
wwaanntteeddcchhaannggeeaannddtthhtttt eeCCoonnggrreessssooffffffff eeffff rreedd
aann uunnuussuuaallllyy yyoouunngg aanndd ddyynnaammiicc
cchhaalllleennggeerr,, RReevvaanntthh RReeddddyy.. VVooVVVV tteerrss ttoolldd
mmee tthhaatt 1100 yyeeaarrss iinn ppoowweerr wwaass eennoouugghh
ffooffff rr BBRRSS cchhiieeff mmiinniisstteerr KK CChhaannddrraasshheekkaarr
RRaaoo aanndd ccoommppllaaiinneedd ooff hhiiss sshhoorrttccoomm--
iinnggss.. WWhheenn ccoonnvveerrssaattiioonn ttuurrnneedd ttoo
MMooddii,, tthheeyy ssaawwaaaa oonnllyy aaccccoommpplliisshhmmeennttss
aanndd aa lleeaaddeerr eennhhaanncciinngg IInnddiiaa’’ss gglloobbaall
ssttaattaaaa uurree.. OOnnee vvootteerr eevveenn cciitteedd tthhee rreecceenntt
aassssaassssiinnaattaaaa iioonn ooff aa SSiikkhhkkkk sseeppaarraattaaaa iisstt lleeaaddeerr
iinn CCaannaaddaa —— ffooffff rr wwhhiicchh MMooddii’’ss ggoovveerrnn--
mmeennttaaddaammaannttlltttt yyddeenniieessrreessppoonnssiibbiilliittyytttt ——
aass pprrooooff,,ff iinn tthheeiirr vviieeww,,ww tthhaatt hhee ccaann ggeett

cchhiieeff mmiinniisstteerrss —— bbuutt oonnllyy ffrrffff oomm tthhee BBJJBB PP
aanndd rreeggiioonnaall ppaarrttiieess.. NNoo CCoonnggrreessss
cchhiieeff mmiinniisstteerr hhaass wwoonn rree--eelleeccttiioonn
ssiinnccee 22001144.. DDoommiinnaattaaaa eedd bbyy tthhee ddyynnaassttiicc
GGaannddhhii ffaaffff mmiillyy,,yyyy CCoonnggrreessss ddooeessnn’’tt hhaavvaaaa ee
tthhee eennttrreepprreenneeuurriiaall ddrriivvee ooff MMododii aanndd
mmaannyyrreeggiioonnaallaaaa lleeaaddeerrss..

EEvveenn tthhee oonnee ccoonntteesstt tthhaatt CCoonnggrreessss
wwoonn,, iinn tthhtt ee ssoouutthheerrnn ssttaattaaaa ee ooff TTeeTTTT llaannggaannaa,,
ssiimmuullttaanneeoouussllyy iilllluummiinnaatteess MMooddii’’ss

ddrraawwaaaa iinngg ppoowweerr..rrrr CCaarrvvrrrr eedd oouutt iinn 22001144,, TTeeTT ll--
aannggaannaa iiss tthhee nneewweesstt ssttaattee iinn tthhee ccoouunn--
ttrryy.. IItt hhaass sseeeenn eexxttrraaoorrddiinnaarryy pprrooggrreessss
uunnddeerr BBhhaarraatt RRaasshhttrraa SSaammiitthhii,, tthhee
rreeggiioonnaall ppaarrttyytttt tthhaatt lleedd iitt ttoo iinnddeeppeenndd--
eennccee,, cclliimmbbiinngg tthhee rraannkkss ffrrffff oomm 1155tthh ttoo
tthhtttt iirrddrriicchheesstt ssttaattaaaa ee..NNiinneeooff iittss1100ddiissttrriiccttss
wweerree ooffffffff iiffff cciiaallllyy ccllaassssiiffiiffff eedd aass ppoooorr aanndd
““bbaacckkwwkkkk aarrdd”” iinn22001144..TTooTTTT ddaayyaaaa ,,yyyy nnoonneeaarree..

WWhheenn II ttrraavvaaaa eelllleedd tthheerree ttoo ccoovveerr tthhee
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Opinion

wwaattcchhiinngg UUkkrraaiinnee aanndd GGaazzaa iilllluussttrraatteess
tthhee lliinnkkeedd nnaattuurree ooff aallll tthheessee ccrriisseess..
WWeeWWWW sstteerrnn ooffffffff iiffff cciiaallss bbeelliieevvee RRuuRRRR ssssiiaa,, CChhiinnaa,,
IIrraann aanndd NNoorrtthh KKoorreeaa aarree wwoorrkkiinngg
ttooggeetthheerr mmuucchh mmoorree cclloosseellyy tthhaann
bbeeffooffff rree.. TThhee RRuussssiiaannss aarree nnooww ddeeppeenndd--
eenntt oonn CChhiinneessee eeccoonnoommiicc ssuuppppoorrtt aanndd
aarree aallmmoosstt uunnrreessttrraaiinneedd iinn mmiilliittaarryyrrrr ccooll--
llaabbaa oorraattaaaa iioonnwwiitthhtttt NNoorrttrrrr hhtttt KKoorreeaaaannddIIrraann..

WWiitthh tthhee UUSS pprreessiiddeennttiiaall eelleeccttiioonn lleessss
tthhtttt aann aa yyeeaarr aawwaaaa aayyaaaa ,, aallll tthhtttt eessee iinntteerrnnaattaaaa iioonnaall
ccrriisseess ffeeeedd iinnttoo AAmmeerriiccaann ppoolliittiiccss..
TTrruummpp wwiillll ttaakkee eevveerryy ooppppoorrttuunniittyy ttoo
aaccccuussee BBiiddeenn ooff pprreessiiddiinngg oovveerr aann eerraa ooff
wweeaakknneessss aanndd rreettrreeaatt,, cciittiinngg AAffggffff hhaannii--
ssttaann,, UUkkrraaiinnee,, GGaazzaa aanndd tthhee TTaaiiwwaann
SSttrraaiitt..

AA cchhaaoottiicc aanndd ddiivviissiivvee UUSS eellececttiioonn ——
wwiitthh TTrruummpp aass tthhee cceennttrraall ffiiffff gguurree —— wwiillll
ccoonnttrriibbuuttee ppoowweerrffuuffff llllyy ttoo tthhaatt iimmpprreess--
ssiioonn ooff UUSS wweeaakknneessss aanndd ddeecclliinnee.. CChhiinnaa,,
RRuussssiiaa aanndd IIrraann wwiillll rreelliisshh aasskkiinngg hhooww
AAmmeerriiccaa ccaann pprroommiissee ttoo ddeeffeeffff nndd ddeemmoocc--
rraacciieess oovveerrsseeaass,, wwhheenn iittss oowwnn ddeemmoocc--
rraaccyy iiss iinn ssoo mmuucchh ttrroouubbllee aatt hhoommee..
UUnnffooffff rrttrrrr uunnaattaaaa eellyy,,yyyy iitt iissaaggooooddqquueessttiioonn..

ggiiddeeoonn..rraarrrr cchhmmaann@@ff@@@@ t.t.ffff ccoomm

Trivial concerns threaten big decisions on Europe’s future

eeffoorrmmss ooff EEUU ddeecciissiioonn--mmaakkiinngg aanndd
EEuurrooppeeaann iinnssttiittuuttiioonnss hhaass,, ffoorr tthhee
mmoommeenntt,, ffiiffff zzzzlleedd oouutt ((wwhhiicchh aallssoo mmeeaannss
iitt hhaass bbeeccoommee uunnlliinnkkeedd ffrroomm tthhee
ddeecciissiioonnoonnaaddvvaanncciinnggaacccceessssiioonnttaallaaaa kkss))..

TThheeyy iinncclluuddee,, ttoooo,, tthhee sshhaappee ooff tthhee
EEUU’’ssnneexxttsseevveenn--yyeeaarrbbuuddggeett,, aannddhhoowwttoo
mmaakkee iitt ffiiffff tt ffooffff rr aann aaggaa ee ooff eeccoonnoommiicc iinnssee--
ccuurriittyy aanndd ggeeooppoolliittiiccaall tteennssiioonn.. IItt iiss
cclleeaarr tthhaatt vveerryy llaarrggee ccoommmmoonn iinnvveesstt--
mmeenntt pprroojjoo eeccttss hhaavvaaaa ee ttoo bbee ccaarrrriieedd oouutt ——
iinn eenneerrggrr yygggg ,,yyyy ffooffff rr eexxaammppllee,, aanndd iinn ssttrroonnggeerr
ttrraannssppoorrtt aanndd iinnffrraassttrruuccttuurree lliinnkkss
wwiitthh nneeiigghhbboouurriinngg ccoouunnttrriieess —— wwhhiillee
pprrootteeccttiinngg tthhee iinntteeggrriittyy ooff tthhee ssiinnggllee
mmaarrkkeett aanndd ddeeaalliinngg wwiitthh eennllaarrggrr eemmeenntt..
TThhaatt rreeqquuiirreess aa bbiiggggeerr,,rrrr ffuuffff nnddaammeennttaallllyy
rreesshhaappeedd bbuuddggeett,, ttoo ssaattaaaa iissffyyffff tthhtttt ee iinntteerreessttss
ooffbbootthhtttt nneettccoonnttrriibbuuttoorrssaannddrreecciippiieennttss..

DDeeaalliinngg wwiitthh ssuucchh cchhaalllleennggeess mmuusstt nnoo
lloonnggeerr bbee ddiissppllaacceedd bbyy sseeccoonndd-- oorr tthhiirrdd--
oorrddeerr iinntteerreessttss.. OOnnee ssoolluuttiioonn iiss ttoo ttaakkee
mmoorree ddeecciissiioonnss bbyy mmaajjaa oorriittyy,,yyyy aass ssoommee
pprroopopossee.. BBuutt tthhaatt iiss aann iinnffeeffff rriioorr ssuubbssttii--
ttuuttee ffooffff rr ssttaatteeccrraaffttffff tthhaatt bbuuiillddss bbrrooaaddeerr
aaggrreeeemmeenntt.. NNeexxtt wweeeekk,, lleeaaddeerrss hhaavvaaaa ee
aacchhaanncceettoosshhoowwtthhtttt eeyyccaannddeelliivveerr iitt..

mmaarrttiinn..ssaannddbbuu@@ff@@@@ t.t.ffff ccoomm

tthhtttt iinnggssddoonneeoouuttssiiddeetthhtttt eeccoouunnttrryyrrrr aasswweellll..
SSttiillll,, iiff tthheerree iiss aa cchhiinnkk iinn MMooddii’’ss

aarrmmoouurr,,rrrr iitt iiss iinn tthhee ffiiffff vvee ssoouutthheerrnn ssttaattaaaa eess,,
nnooww iinncclluuddiinngg TTeellaannggaannaa.. TThheessee ssttaattaaaa eess
lloossttggrroouunnddttootthhtttt eennoorrttrrrr hhtttt iinntthhtttt ee22000000ssbbuutt
rreeggaaiinneedd mmoommeennttuumm iinn tthhee llaasstt ddeeccaaddee,,
wwhheenn tthheeiirr sshhaarree ooff nnaattiioonnaall eeccoonnoommiicc
oouuttppuutt rroossee ffrrffff oomm 2255 ttoo 3300 ppeerr cceenntt,, eevveenn
aass tthheeiirr sshhaarree ooff tthhee ppooppuullaattaaaa iioonn sslliippppeedd
aa bbiitt ttoo 2200 ppeerr cceenntt.. SSoouutthheerrnn ppoolliittiicciiaannss
ccllaaiimm ccrreeddiitt ffooffff rr ddrriivviinngg nnaattaaaa iioonnaall ggrroowwttwwww hh
aanndd ssttiirr rreesseennttmmeenntt aaggaaiinnsstt tthhee BBJJBB PP,,PP
wwhhiicchh tthheeyy aaccccuussee ooff ttaaxxiinngg tthhee ssoouutthh
ttooffuuffff nnddwweellffaaffff rree iinntthhtttt eennoorrttrrrr hhtttt ..

IInnddiiaa iiss mmoorree aa ccoonnttiinneenntt tthhaann aa ccoouunn--
ttrryy.. WWhhaatt wwoorrkkss iinn oonnee rreeggiioonn wwoonn’’tt
aallwwaayyss wwoorrkk iinn aannootthheerr.. BBuutt tthheenn iitt
ddooeessnn’’tt nneeeedd ttoo.. IInn tthhee HHiinnddii hheeaarrttllaanndd,,
wwhhiicchh hhaass eennoouugghh vvootteess ttoo rreettuurrnn MMooddii
ttoo ppoowweerr,,rrrr hhiiss bbrraanndd ooff HHiinndduu nnaattiioonnaall--
iissmm,, ccaarreeffuuffff llllyy ccrraaffttffff eedd iimmaaggaa ee ooff mmaannaaggaa ee--
rriiaall ccoommppeetteennccee,, aanndd ppoowweerrffuuffff ll ppaarrttyy
orgorganianisatsationion  stistill ll mobmobiliilisese enoenormormousus
ssuupppoporrtt.. WWiitthh nnoo ccoohheerreenntt oopppopossiittiioonn
ttoo rraallllyy tthhee ootthheerr rreeggiioonnss aaggaa aaiinnsstt hhiimm,,
MMooddii llooookkssttoobbeeccrruuiissiinnggttooaatthhtttt iirrddtteerrmm..

TThhTTTT ee wwrriitteerr iissiiii cchhaaiirr ooffoo RRoocckkeeffee eeffff lllleerr IInnIIII tteerrnnaa--
ttiioonnaall

Why Modi is cruising to a third term

ss tthhee ffaarr rriigghhtt ssuurrggeess iinn
EEuurroopepe,, tthhee cceennttrree rriigghhtt iiss
ttrryyrrrr iinngg ttoo ddeeffeeffff aattaaaa iitt bbyy ttaakkiinngg
aattoouugghheerr lliinneeoonnmmiiggrraattaaaa iioonn..
BBuutt tthhiiss wwoouulldd bbee aa mmiiss--

ttaakeke,, bbaasseedd oonn wwroronngg lleessssoonnss ddrraawwnn
ffrrffff oommtthhtttt ee ffaaffff rrrriigghhtt’’ssrriissee..

IImmmmiiggrraattaaaa iioonn mmoottiivvaattaaaa eess aa hhaarrdd ccoorree ooff
ffaarr--rriigghhtt vvootteerrss.. BBuutt aann iimmppoorrttaanntt
ddrriivveerrooff tthhtttt ee ffaaffff rr rriigghhtt’’ssccuurrrreenntt ssuucccceessss iiss
tthhtttt ee cceennttrree rriigghhtt’’ss hhoolllloowwiinngg oouutt ooff ppuubblliicc
sseerrvvrrrr iicceess tthhrroouugghh aauusstteerriittyytttt .. AAttAAAA tttttt eemmppttss ttoo
ggeett ttoouugghheerr oonn mmiiggrraattaaaa iioonn wwiillll ddoo lliitttttttt llee ttoo
rreevveerrsseetthhtt ee ffaaffff rrrriigghhtt’’ssaaddvvaanncceess..

AA ggoooodd eexxaammppllee iiss tthhee NNeetthheerrllaannddss,,
wwhheerree GGeeeerrtt WWiillddeerrss’’ FFrreeeeddoomm ppaarrttyy
wwoonn llaasstt mmoonntthh’’ss eelleeccttiioonn.. OOnnee ooff
EEuurrooppee’’ss mmoosstt ddiivviissiivvee ppoolliittiicciiaannss,, ccoonn--
vviicctteedd iinn ccoouurrtt ffooffff rr hhiiss iinnffllffff aammmmaattoorryy
aannttii--IIssllaamm rrhheettoorriicc aanndd ddeelliibbeerraatteellyy
kkeepptt oouutt ooff ggoovveerrnnmmeenntt bbyy cceennttrriisstt ppaarr--
ttiieess,, hhee mmiigghhtt bbeeccoommee tthhee nneeww pprriimmee
mmiinniisstteerr aaffttffff eerr tthhee cceennttrree rriigghhtt bbrrookkee tthhee
pprreevviioouussccooaallaa iittiioonnoovveerr iimmmmiiggrraattaaaa iioonn..

AAhheeaadd ooff aa ccrruucciiaall yyeeaarr ffooffff rr tthhee EEUU iinn
wwhhiicchh aa nneeww EEuurrooppeeaann CCoommmmiissssiioonn wwiillll
bbee aappppooiinntteedd aaffttffff eerr eelleeccttiioonnss ttoo tthhtttt ee EEuurroo--
ppeeaann ppaarrlliiaammeenntt,, ppoolliittiicciiaannss aanndd ppuunn--
ddiittss aarree wwoonnddeerriinngg aabboouutt wwhhaatt lleessssoonnss
ttooddrraawwaaaa ffrrffff oommuuppsseettss lliikkeekkkk tthhtttt eeDDuuttcchhvvoottee..

MMaannffrrffff eedd WWeeWWWW bbeerr,,rrrr tthhee hheeaadd ooff tthhee cceenn--
ttrree--rriigghhtt EEuurrooppeeaann PPeeooppllee’’ss ppaarrttyytttt ,, ssaayyaaaa ss
ffaaffff rr--rriigghhtt vviiccttoorriieess wwiillll ppeerrssiisstt uunnlleessss
EEuurrooppeeaann ccoouunnttrriieess mmaassssiivveellyy ccuurrbb
mmiiggrraattiioonn.. ““PPeeooppllee wwaanntt ttoo hhaavvaaaa ee ssoolluu--
ttiioonnss.. AAnndd tthhaatt’’ss wwhhyy tthhee nnuummbbeerrss ooff
aarrrriivvaallaaaa ssmmuussttggooddoowwnn,,””hheettoollddtthhtt eeFFTT..TTTT

HHoowweevveerr,,rr rreedduucciinngg rreecceenntt ffaaffff rr--rriigghhtt
ggaaiinnss ttoo iimmmmiiggrraattaaaa iioonn iinn tthhtttt iiss wwaayyaaaa iiggnnoorreess
mmoorree ssttrruuccttuurraall iissssuueses ppllaaggaa uuiinngg EEuurroo--
ppeeaann ssoocciieettiieess iinn wwhhiicchh tthhee cceennttrree rriigghhtt

iittsseellff ppllaayyaaaa eedd aa pprroommiinneenntt rroollee —— iinn ppaarr--
ttiiccuullaarr,,rrrr ccuuttss ttookkeekkkk yysseerrvvrrrr iicceess..

AAnn oovveerrllooookkeedd aassppeecctt ooff tthhee DDuuttcchh
eelleeccttiioonn iilllluussttrraattaaaa eess tthhiiss.. AA nneewwllyy eessttaabbaa --
lliisshheedd ppaarrttyytttt ,,yyyy NNeeww SSoocciiaall CCoonnttrraacctt,, wwaass
alsalso o a a bigbig  winwinnerner,,rrrr gaigaininningg 2020 seaseatsts.. ItItss
lleeaaddeerr,,rr PPiieetteerr OOmmzziiggtt,, ccoonnddeemmnneedd
WWiillddeerrss’’ rrhheettoorriicc aanndd ccaalllleedd mmaannyy ooff hhiiss
pprrooppoossaallss uunnccoonnssttiittuuttiioonnaall.. WWhhaatt
OOmmzziiggtt aanndd WWiillddeerrss hhaavvaaaa ee iinn ccoommmmoonn iiss
a a rreleelentlntleess ss fofocuscus  on on thethe  faifailurluree of of ththee
pprreevviioouuss ggoovveerrnnmmeennttss ooff MMaarrkk RRuuRRRR tttttttt ee ttoo
pprrootteecctt ““bbeessttaaaannsszzeekkeerrhheeiidd””,, lloooosseellyy
mmeeaanniinngg““lliivveelliihhooooddsseeccuurriittyytttt ””..

UUnnddeerr RRuuttttee’’ss pprreemmiieerrsshhiipp,, ppoolliicciieess
tthhaatt eerreecctteedd bbaarrrriieerrss ttoo ssoocciiaall bbeenneeffiiffff ttss
andand  rreeducduceedd accacceess ss to to pubpubliclic  serservviceicess
rraaiisseedd ccoonncceerrnnss aammoonngg tthhtttt ee DDuuttcchh ppooppuu--
llaattiioonn aabboouutt wwhhaatt tthheeyy aarree ggeettttiinngg iinn
rreettuurrnnffooffff rr tthhtttt ee ttaaxxaaaa eess tthhtttt eeyyppaayyaaaa ..yyyy IInntthhtttt iissccoonn--
tteexxtt,, iitt iiss iimmppoorrttaanntt ttoo rreemmeemmbbeerr tthhaatt
ooppppoossiittiioonn ttoo ccuuttss iiss aa kkeeyy tthheemmee ooff
WWiillddeerrss,, nneexxtt ttoo iimmmmiiggrraattiioonn.. IInn 22001122,,
ffooffff rr eexxaammppllee,, WWiillddeerrss wwiitthhddrreeww hhiiss ssuupp--
ppoorrtt ffooffff rr tthhee ffiiffff rrsstt ggoovveerrnnmmeenntt ooff RRuuRRRR tttttttt ee,, aa
mmiinnoorriittyytttt ccooaalliittiioonn bbeettwwtttt eeeenn RRuuRRRR tttttttt ee’’ss lliibb--
eerraall ppaarrttrrrr yytttt aanndd tthhee CChhrriissttiiaann DDeemmooccrraattaaaa ss,,
oovveerrrreedduuccttiioonnss iinnppuubblliicceexxppeennddiittuurree..

RReesseeaarrcchh,, iinncclluuddiinngg mmyy oowwnn,, ssuuggggeessttss
tthhaatt ccuuttss ttoo ppuubblliicc sseerrvviicceess ppllaayy aann
iimmppoorrttaanntt rroollee iinn eexxppllaaiinniinngg tthhee rriissee ooff
tthhee ffaaffff rr rriigghhtt.. CCoonncceerrnnss aabboouutt rreedduucceedd
aacccceessss ttoo ppuubblliicc sseerrvvrrrr iicceess,, ssuucchh aass hhoossppii--
ttaall ccaarree,, ssttaattaaaa ee sscchhoooolliinngg,, aaffffffff ooffff rrddaabbaa llee ppuubb--
lliicc ttrraannssppoorrtt aanndd hhoouussiinngg,, lleeaaddss ppeeooppllee
ttoo qquueessttiioonn tthhee exextteenntt ttoo wwhhiicchh tthheeiirr
ggoovveerrnnmmeenntt ccaarreess aabboouutt ppeeooppllee lliikkee
tthheemm.. WWaaWWWW nniinngg ppuubblliicc sseerrvviicceess mmaayyaaaa aallssoo
ffuuffff eell iimmmmiiggrraattaaaa iioonn ccoonncceerrnnss oouutt ooff ffeeffff aarr ooff
mmoorreeccoonnggeessttiioonnaannddoovveerrccrroowwddiinngg..

CCeennttrree--rriigghhtt ppaarrttiieess hhaavvaaaa ee aann iinntteerreesstt
iinn ddiivveerrttiinngg ppuubblliicc aattaaaa tttttt eennttiioonn ffrrffff oomm tthheeiirr
oowwnn ppoolliiccyy ffaaiilluurreess —— aanndd rreesseeaarrcchh
sshhoowwss tthhaatt sshhiiffttffff iinngg aatttteennttiioonn ffrroomm
uunnppooppuullaarr eeccoonnoommiicc ppoolliicciieess ttoo ssoocciioo--
ccuullttuurraall iissssuueess tthhaattaaaa iinnffllffff aammee ppuubblliicc ooppiinn--
iioonn,, ssuucchh aass iimmmmiiggrraattiioonn,, ccaann bbee aann
eeffffffff eeffff ccttiivvee sshhoorrtt--tteerrmm eelleeccttoorraall ssttrraatteeggyygggg
ffooffff rr ggoovveerrnnmmeenntt ppaarrttrrrr iieess,, eessppeecciiaallllyy tthhtttt oossee
oonn tthhtttt ee cceennttrree rriigghhtt.. BBuutt iinn tthhtttt ee lloonngg tteerrmm,,
tthhiiss ssttrraattaaaa eeggyygggg ssttrreennggtthheennss tthhee ffaaffff rr rriigghhtt ——
aanndd ccoouulldd eevveenn lleeaadd ttoo aa ffaaffff rr rriigghhtt EEUU,,UU aass
HHaannssKKuuKKKK nnddnnaanniihhaassaarrggrr uueedd..

AA bbeetttteerr ssttrraatteeggyygggg wwoouulldd bbee ttoo uunnddeerr--
ssttaanndd wwhhyy ddiissccoonntteenntteedd vvootteerrss hhaavvaaaa ee
ffllffff oocckkeedd ttoo ffaarr--rriigghhtt ppaarrttiieess rreecceennttllyy..
EEuurrooppeeaann ppoolliittiicciiaannss wwhhoo sseerrvvrrrr ee aa ccoonnttii--
nneenntt cchhaalllleennggeedd bbyy sslluuggggiisshh ggrroowwtthh
pprroossppeeccttss,, aann aaggaa eeiinngg ssoocciieettyytttt aanndd llaabbaa oouurr
sshhoorrttrrrr aaggaa eess sshhoouulldd llooookk bbeeyyoonndd iimmmmiiggrraa--
tiotionn as as thethe  culculpriprit t of of farfar-ri-righght t sucsuccceessss
aanndd ssttaarrtt aaddddrreessssiinngg ddeeeeppeerr ssttrruuccttuurraall
pprroobblleemmssppllaaggaaaa uuiinnggEEuurrooppeeaannssoocciieettiieess..

TThhTTTT ee aauutthhoorr iissiiii ddeeaann ooffoo iinntteerrnnaattiioonnaall aaffaa ffffff aaffff iirrssrrrr
aannddpprroorrrr ffoo eeffff sseeee ssss oorraattBBooccccoonniiUUnnUUUU iivveevvvv rrssrrrr iittyytt ,,yyyy MMiillaann
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ACROSS

 1 Back of this vehicle is hit (6)
 4 Chatter in B&B with wild wind outside (6)
 8 Be only partially successful? Charming! 
(7)
 9 Hide children — not entirely 
compassionate (7)
 11 Degradation of fellows on row being held 
by detective (10)
 12 A word from holy woman about love (4)
 13 Island in secret escape (5)
 14 Document showing overturned vehicle 
by gallery (8)
 16 Maiden entering to make a light meal 
(5,3)
 18 Mark’s daughter wearing a hat (5)
 20 Fish mostly of a red hue (4)
 21 One gripped by religious freedom 
drooling (10)
 23 Represents dramatically as cast maybe 
(4,3)
 24 What’s silly can then delight (7)
 25 Group of nine chaps heading off  with 
drunken dean (6)
 26 Items of fruit — yellow fruits, not black 
(6)

DOWN

 1 Bit of stuff  on tree that is sticky (5)
 2 Hesitation about hostility brings relief 
(7)
 3 Able to take part, being given set of holy 
books (9)
 5 Muslim man, holy person among top 
people (1-4)
 6 Function in club — old-fashioned 
headgear required (7)
 7 Manners of quite silly communication, 
ignored first and last (9)
 10 Money given to crusade in hub location? 
(9)
 13 Vehicle second-rate — to member of 
family it is a gem (9)
 15 Answer to snake bite in vain with ten in 
trouble (9)
 17 A theologian, one disciple who was an 
essayist (7)
 19 Get to understand security device is 
secure (5,2)
 21 Shrine put up, protected by religious 
organisation (5)
 22 Beastly noises all right outside home? 
Start to scream (5)
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US airline takeovers are hard to pull 
off. Differences in worker contracts, IT 
systems and cultures make 
integrations difficult. 

Throw into the mix the Biden 
administration’s aggressive antitrust 
regulators. There are more reasons to 
avoid consolidation than pursue it.

Unless you are Alaska Air. The fifth-
largest airline in the US has struck a 
deal to buy smaller rival Hawaiian 
Airlines for $1.9bn including debt. 

Alaska’s cash offer of $18 a share 
represents a premium of more than 
100 per cent to Hawaiian’s three-
month average share price. It is still an 
opportunistic move. Hawaiian shares 
have lost more than two-thirds of their 
value over the past 12 months. A slow 
recovery in tourism from Asia, growing 
competition from Southwest and Maui 
wildfires have weighed on demand. 
Hawaiian, which has not made an 
annual profit since 2019, is forecast to 
book a net loss of $310mn this year.

Alaska believes these challenges will 
pass. It is projecting $235mn of 
“synergies” — mostly cost savings, one 
would hope. Taxed and capitalised, 
these would be worth about $1.8bn, or 
more than three times the premium. 
The carriers say the Hawaiian leisure 
air travel market is worth $8bn a year. 

Unfortunately for the partners, the 
regulators have taken a tough line on 
consolidation in the sector. They 
successfully sued to unwind the 
American and JetBlue alliance in the 
north-east, and are trying to block 
JetBlue’s proposed takeover of Spirit.

Alaska — like JetBlue — will argue 
that consolidation is needed to create a 
stronger company to compete against 
the industry’s traditional Big Four 
airlines. Unsurprisingly, given the 
distance between the 49th and 50th 
states to join the US, the two airlines 
have few overlapping routes.

The 16 per cent collapse in Alaska’s 
shares yesterday suggests the market 
thinks this deal will stay grounded. 
Spirit’s share price offers little comfort. 
It is sitting at about $16, or less than 
half of JetBlue’s offer of $33.50.

US airlines: Alaska 
competition question

Brookfield’s bid was no knockout. To 
see how numbers stack up, put Origin’s 
electricity generation and energy retail 
unit on 6.5 times next year’s ebitda. 
That equates to just over A$10bn of 
enterprise value. A stake in a big 
Australian LNG plant might be worth 
another A$7bn. Add A$2.2bn for the 
Octopus stake and assume other assets 
and capitalised costs roughly cancel 
each other out. Lop off A$3.5bn of debt. 

That yields an equity value for the 
transaction of A$15.7bn, broadly in line 
with what Brookfield was offering. 

Of course, companies rarely trade at 
their underlying value — until they 
come up with a clever strategy to sweat 
their assets. One consequence of 
Brookfield’s interest is that Origin must 
think hard about how energy will affect 
it as an independent.

AustralianSuper, the pension fund and 
owner of 17 per cent of Origin, thought 
it undervalued the group. That swayed 
enough other voters to deny the deal 
the 75 per cent support required.

The energy transition makes 
businesses like Origin hard to value. 
That is particularly true of the 
shareholding in Octopus. The group 
includes a retail unit, an IT platform 
and a nascent business selling EVs and 
heat pumps. Octopus is expected by 
analysts to be profitable this year. It 
commands tech-style multiples. 

Independent experts value Origin at 
£5.7bn-£6.2bn, or some 20 times next 
year’s ebitda as estimated by 
Macquarie. AustralianSuper believes it 
is worth much more, apparently. 
Divergent views of Octopus’s potential 
are enough to swing opinions because 

averages. He will have to better that hit 
rate if he is to persuade investors that 
Roche’s losing streak is behind it.

As smart molluscs, octopuses have a 
habit of overturning expectations. 

Shareholders at Australia’s Origin 
have blocked a near-$13bn bid by a 
consortium led by the Canadian asset 
manager. One complaint is that the 
deal undervalued Origin’s 20 per cent 
share in Octopus, the UK energy group. 

The saga reveals a lack of consensus 
on what Origin might be worth. The 
board and 69 per cent of votes cast 
yesterday said Brookfield’s bid was fair. 

Origin/Brookfield: 
octo pash

In a race, any place but first can feel 
like coming last. That is not the case for 
pharmaceutical companies. 

Novo Nordisk and Eli Lilly are 
already striding ahead with anti-
obesity treatments. But prizes are still 
on offer for also-rans, especially if they 
can compete on price. Barclays 
estimates the market could be worth 
$100bn within a decade, 

Switzerland’s Roche has just boosted 
its chances of being a contender. It is 
acquiring US-based obesity drugs 
developer Carmot Therapeutics, for up 
to $3.1bn. It is the second bolt-on buy 
by Thomas Schinecker, Roche’s new 
chief, in less than two months. 

Schinecker needs to soothe investor 
jitters over Roche’s pipeline. The group 
had several big disappointments in 
2022. These included trial failures by 
its Alzheimer’s drug, gantenerumab. 

The Carmot deal will give Roche 
access to three clinical-stage assets 
based on GLP-1 treatments for obesity. 
These drugs are similar to Eli Lilly’s 
much-discussed Mounjaro. Others are 
joining the obesity race: AstraZeneca in 
November struck a $2bn licensing 
agreement with China’s Eccogene.

Two of the Carmot treatments are 
injectable, including snappily named 
lead asset CT-388. The other is in pill 
form — the Holy Grail of anti-obesity 
medicines. But only data for one out of 
three trial stages is available for CT-
388. That would explain the modest 2.5 
per cent rise in Roche’s share price 
yesterday. Year-to-date, the stock is 
still down more than 15 per cent.

Roche trades on a forward price/
earnings ratio of 12.4 times, behind its 
five-year average of just over 15 times. 

Schinecker has been trying hard to 
persuade investors that Roche has one 
of the youngest drug portfolios in the 
business. It has 98 pipeline assets in 
various phases, well ahead of a sector 
average of 70. 

Its problem is that phase 3 trial 
success rates have fallen below sector 

Roche: 
fat chance

An abrupt turn of events has bought 
more time for China Evergrande. A 
Hong Kong judge postponed a hearing 
into a liquidation petition to January. 
That gives the developer longer to 
finalise a debt restructuring plan.

Offshore creditors, such as petitioner 
Top Shine Global, may not realise quite 
how much power they wield over 
China’s property and banking sector. 

Evergrande is the most indebted 
developer. It has been working for 
about two years on a debt restructuring 
it hopes will stave off liquidation. Fresh 
breathing space lifted shares more than 
9 per cent yesterday.

Offshore creditors have shown little 
enthusiasm for the proposals. One 
cannot blame them. A brutal haircut is 
a likely outcome. Beyond that, 
prospects for the developer look bleak.

The payouts from a court-approved 
liquidation are hardly appealing either. 
Analysts expect a recovery rate of 
below 5 per cent. Evergrande has more 
than $300bn in liabilities.

For Beijing, however, getting offshore 
creditors to agree to a restructuring is 
of paramount importance.

The biggest risk comes from an 
estimated 1.5mn homebuyers that have 
paid Evergrande for unfinished homes. 
These dwellings are estimated to have 
an original value of $90bn. Beijing may 
face social discontent if Evergrande is 
liquidated and the projects cannot be 
completed. 

A restructuring would also alleviate 
pressure to support state-owned banks. 
Their returns are eroding amid slowing 
economic growth and a falling property 
market.

The impact on lenders is growing. 
Banks do not just have direct exposure 
through mortgages and loans to 
developers. They are also exposed to 
the country’s shadow banks. These 
non-bank financial institutions often 
lend to higher-risk industries such as 
real estate. The financings are 
frequently through wealth 
management products that are held 
off-balance-sheet.

Zhongzhi, one of the biggest shadow 
banks, may have a shortfall of $36bn. It 
has warned that it is “severely 
insolvent”.

The liquidation of Evergrande
would set a dangerous precedent for 

Evergrande: 
yours truly, angry mob

struggling peers. Evergrande had 
always been outlier. But a domino 
standing at the extreme end of a line 
tumbles most peers through indirect 
impacts. Foreign investors have yet to 
comprehend the extent of that danger.

Twitter: @FTLex 

Tensions in the Middle East are 
mounting as war rages in Gaza. There 
is, as always, potential for Israel’s 
enemies to threaten the vital Gulf 
shipping route through the Strait of 
Hormuz. This would put pressure on 
an oil price previously suffering little 
impact from the conflict.

So far, maritime hostilities have 
been further west. Yemen’s Houthis, 
who are backed by Iran, attacked a 
US warship and three commercial 
vessels at the weekend. 

Western powers are protecting the 
Gulf with such assets as the Dwight D. 
Eisenhower US aircraft carrier. The 
Strait of Hormuz is just 20 miles wide 
at its narrowest point and is dotted 
with islands controlled by Iran. 

About one-fifth of the world’s 

crude oil and liquefied natural gas 
flows through the strait daily. 

It closed twice before, in 1973 and 
1979. Crude oil prices rose about
300 per cent in each case, damaging 
global economic growth. The world is 
now less reliant than it was on Middle 
Eastern hydrocarbons. But disruption 
in the strait would still push up prices.

Oil traders regard this as a distant 
tail risk. They are more worried by 
flagging demand. After a spike in Brent 
crude prices to more than $90 a barrel 
at the current conflict’s outset, prices 
have dropped below $80 a barrel. 

Iran, which supports Hamas, would 
have much to lose from the strait’s 
closure. Its oil exports to China are at 
record highs. Of the 15mn barrels per 
day of crude that passed through the 

strait in October, more than 1mn 
were Iranian. 

Pipelines elsewhere would ease a 
blockade. A Saudi east-west pipeline 
to Yanbu in the Red Sea has extra 
capacity. Even so, some 2mn to 4mn 
bpd of the 6mn bpd of its crude 
flowing through the strait would stay 
stuck in Saudi Arabia, thinks 
consultancy Rystad Energy. Abu 
Dhabi also has pipeline capacity to 
circumvent the strait. But some 
5.5mn bpd from Iraq, Kuwait and 
Qatar has no other exit route.

That leaves more than a tenth of 
global crude supply at risk from the 
strait’s closure. Markets are taking 
too sanguine a view of the threat. The 
likelihood of the conflict spreading 
raises the longer fighting continues. 

Source: EIA Source: Rystad Energy

US imported crude oil price

$ per barrel

Crude oil transiting the Strait of Hormuz

By destination, barrels a day (mn)By source, barrels a day (mn)
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Strait of Hormuz/oil: tanker rancour
Oil prices soared twice in the 1970s following an oil embargo and the later Iranian revolution. The narrow 
Strait of Hormuz remains a critical corridor for Middle Eastern crude exports. Asia is the biggest recipient of 
the crude; China, India and Japan are the biggest buyers.
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