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Covid inquiry
Johnson tells of
policy failings

Boris Johnson gives evidence to the pub-
lic inquiry into the response to the
Covid-19 pandemic in London yesterday.

The former prime minister conceded
that he was “bewildered” by evidence
presented to him on March 12, 2020, 10
days before the first lockdown was
announced and at a time when decisive
action might have saved lives, according
to previous witnesses.

Johnson admitted that his govern-
ment “vastly underestimated” the dan-
gers posed by Covid-19 and displayed
“incoherence” in early 2020. His admin-
istration failed to accept the scientific
evidence in the early weeks of the crisis,
hesaid.

In the first of two days of testimony,
Johnson conceded that he should have
“twigged much sooner” what impact
coronavirus might have as scenes
emerged from Italy in February 2020.
Risks ‘underestimated’ page 2
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Sunak’s drive to unite Tories behind
Rwanda bill implodes as Jenrick quits

e Courts to ignore rights laws @ Minister urged harsher action @ Braverman attacks legislation flaws’

GEORGE PARKER, ANNA GROSS,

LUCY FISHER AND WILLIAM WALLIS
Robert Jenrick quit the government yes-
terday as Rishi Sunak’s last-ditch bid to
save his Rwanda asylum policy with
“emergency” legislation unleashed a
rightwing Conservative backlash.

The prime minister issued a “unite or
die” plea to Tory MPs along with the bill,
which deems Rwanda a “safe” country
inlaw, ameasure he claimed would pave
the way for migrants to be sent to the
African nation.

The bill orders the courts to ignore the
Human Rights Act and swaths of inter-
national law, including the Refugee
Convention, when considering whether
Rwanda is safe for asylum seekers,
drawing heavy criticism from lawyers.

Jenrick, the immigration minister,

who had been calling for a tougher
approach, resigned in response to the
legislation.

He said: “I cannot continue in my
position when I have such strong disa-
greements with the direction of the gov-
ernment’s policy on immigration.”

Meanwhile, a person close to Suella
Braverman, whom Sunak sacked as
home secretary last month, said the bill
was “fatally flawed”, adding: “The
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Few will weep for
those who used
immigration as the
battering ram for
Brexit but proved
inept at exercising
the control they
sought

prime minister has kept the ability for
every single illegal migrant to make
individual human rights claims against
their removal and to then appeal those
claimsif they don’t succeed at first.”

Sunak supporters said the bill was “at
the max of what we can do” and that if
Britain had left the European Conven-
tion of Human Rights and other treaties
Rwanda would have pulled out.

“Without lawful behaviour by the UK,
Rwanda would not be able to continue
with the Migration and Economic
Development Partnership,” said Vin-
cent Biruta, Rwanda’s foreign minister.

Yvette Cooper, Labour shadow home
secretary, mocked Sunak. “The only
thing stopping the UK government from
ignoring international law is the Rwan-
dan government,” she said.

Sunak pleaded with his party to line
up behind the bill as the best chance to
salvage the Rwanda plan.

The safety of Rwanda (asylum and
immigration) bill is far reaching and
represents Sunak’s attempt to address
the Supreme Court’s ruling last month
that the Rwanda scheme was unlawful.

James Cleverly, the home secretary,
writes in a note on the first page of the
bill that he is “unable to make a state-
ment” that it is compatible with the
ECHR but will proceed in any case.

The legislation’s provisions include an
order that UK courts “must not have
regard” to any interim decisions by the
European Court of Human Rights,
which in 2022 blocked the removal of an
asylum seeker to Rwanda pending a full
UK court hearing.

“The UK government is seeking to
overturn an evidence-based finding of
fact by the Supreme Court and shield
itself from accountability under both
domestic and international law through
this legislation,” said Nick Emmerson,
president of the Law Society of England
and Wales.

Tory moderates from the One Nation
group of MPs welcomed Downing
Street’s decision “to continue to meet
the UK’s international commitments
which uphold the rule of law”.

Many lawyers expect the policy still to
be challenged in the courts. Ministers
fear that Sunak’s hopes of sending
migrants to Rwanda before the next
general election are unlikely to be real-
ised. “Itwon’thappen,” said one.
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» Google’s Al breakthrough
spurs chase after ChatGPT
The UStech group haslaunched a
set of generative artificial
intelligence models that will run
directly on mobile phones for the
first time, a breakthrough in
efforts to take onrivals such as
ChatGPT-maker OpenAlL— PAGE 7

» Freeholders warn Gove
Levelling up secretary Michael
Gove’s plans to cap ground rents
risk leaving the government open
toamultibillion-pound claim
from institutional investors, a
trade body has warned.— PAGE 2

» Fed cuts foreseen in July
The US central bank will hold off
oninterestrate cuts until at least
July 2024 and deliver less relief
than financial markets expect,
according to economists polled by
the Financial Times.— PAGE 6

» US decries Hamas cruelty
Joe Biden has castigated Hamas
for “appalling” sexual violence
during the October 7 attacks on
Israel and blamed the breakdown
of ceasefire talks on its refusal to
release female hostages.— PAGE 4

» Brussels backs batteries
The EU’s battery makers are being
offered €3bn in subsidies as the
European bloc attempts to catch
up with China’s carmakers by
jump-starting the electric vehicle
industry.— PAGE 6

» SocGen mints stablecoin
The French lender islaunchinga
stablecoin on a cryptocurrency
exchange, becoming the first big
bank to offer investors digital
tokens tracking the price of hard
currencies.— PAGE 11

» Apple turns to India

The UStech giant has said it wants
batteries for its latestiPhone 16 to
be made in Indian plants, as part
ofits effort to diversify its supply
chain and move manufacturing
out of China.— PAGE 8

» Italy quits Belt and Road
Italy has officially informed
Beijing of its decision to withdraw
from President Xi Jinping’s Belt
and Road Initiative, ending a
relationship that had irritated
Rome’s western allies.— PAGE 6

Israeli bombing of Gaza
among history’s heaviest

Military experts have compared the
catastrophic damage inflicted on Gaza
to the years-long carpet-bombing of
German cities in the second world war.
Munitions used by Israel range from
precision 250Ib projectiles to 2,000lb
bombs that raze buildings and whose
use has drawn criticism from Amnesty.
‘Gaza is already a high civilian
punishment campaign. It will go down
as one of the heaviest undertaken with
conventional weapons,’ says an expert.
Air offensive » PAGE 4

Tui looks at taking flight to Frankfurt,
leaving London listings gloom behind

OLIVER BARNES — LONDON
OLAF STORBECK — FRANKFURT

Tui, Europe’s largest tour operator, is
weighing delisting from the London
Stock Exchange in the latest blow to the
market.

The company, listed in London and
Frankfurt, said yesterday it had been
approached by investors questioning
whether its current structure was “opti-
mal and advantageous”.

While Tui has had a dual listing since
2014, the Hanover-based group said
that over the past four years a large part
of the volume of trading in its shares had
migrated from London to Frankfurt.

Potential benefits of a single listing
would include a more prominent posi-
tion on an index in Frankfurt and cost
savings, Tui said. A move would need

The market for UK listings is in the
doldrums, with a steady flow of compa-
nies opting to list in, or switch to, New
York in search of high valuations and
deeper pools of capital.

Packaging group Smurfit Kappa is
moving its main listing to the US and
gambling company Flutter is expected
to follow suit after announcing it would
launch a secondary listing in the US next
year. Polling company YouGov this year
said it was weighing a US listing.

“With a market capitalisation of
around €3.5bn, a dual listing just does
not make any sense,” Hansjorg Pack, a
portfolio manager at DWS, said of Tui,
pointing to the expense of two listings
and the splintering of liquidity in its
shares. DWS holds 3 per cent of Tui.

Tui cited another benefit of a listing
change as the “potential benefits to EU

ments”. Airlines need to be owned and
controlled by EU entities to benefit from
the single market for aviation.

Sebastian Ebel, Tui chief executive,
stressed there was “no political back-
ground” to the review. “It’s just that it
could make the structure easier,” he
said, adding that the UK’s outbound
tourism market “is the most important
market forus”.

Tui yesterday forecast strong growth
in revenues and profits, adding to evi-
dence that the post-pandemic travel
boom was defying high inflation and
interest rates. It projected underlying
earnings before interest, taxes, depreci-
ation and amortisation would be at least
25 per cent up next year, from €977mn
this year. Tui’s shares — on both mar-
kets — rose more than 10 per cent.
Additional reporting by Donato Paolo
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Housing reforms

Freeholders raise ground rent cap fears

Trade body says Gove plan
to aid leaseholders risks
legal fight with investors

PETER FOSTER AND JOSHUA OLIVER

Michael Gove’s plans to cap ground
rents in England and Wales risk leaving
the government open to a multibillion-
pound compensation claim from insti-
tutional investors, a trade body for free-
holders haswarned.

The levelling up secretary has said he
is “immovable” in his determination to
reform the system of leasehold prop-
erty, which he has called “feudal”.

But investors and legal experts have

warned that capping ground rents on
existing leases at nominal, or “pepper-
corn”, rates without compensation
would amount to expropriation of
assets. In a letter sent to Gove this week,
Mick Platt, director of the Residential
Freehold Association, said: “Retrospec-
tively capping or removing ground rents
means destroying the legitimate invest-
ments of pension holders, charities and
other institutions.”

Leasehold homeowners have the
right to use their properties for a fixed
period, during which they pay ground
rent to a freeholder. There are about
5mn leasehold homes in England,
according to government statistics.

The RFA estimates that pension funds

have more than £15bn invested in
ground rents, which are considered a
stable asset that deliver reliable returns
over long timeframes, and that the total
value of investment in ground rents
exceeds £30bn. The government said
the average ground rent was £298,
based onasurveylast year.

In November the government began a
consultation on proposals to limit the
payments, which ends this month. The
options include reducing ground rents
to “peppercorn” rates, freezing them at
existing levels and capping them at a
percentage of the property value.

“If government moves ahead with
banning or capping ground rents,
removing forecast financial income, it

will wipe billions of pounds off the value
of investments,” said Ian Fletcher, pol-
icy director at the British Property Fed-
eration, a trade body.

Leaseholder campaign groups have
called for more robust reforms, includ-
ing banning leaseholds on new flats and
doing more to aid people who wish to
buy out their freeholds.

But the prospect of sweeping changes
has proved disruptive for some inves-
tors. TIME: Freehold, a £200mn fund
that invests in ground rents, suspended
trading last month after its independent
valuer flagged “material uncertainty”
over the value of the fund’s asset as a
“directresult” of the consultation.

The government’s statement that “we

would not expect to compensate free-
holders for lost revenue” had raised
serious questions, said legal experts.
Matthew Bonye, head of real estate dis-
pute resolution at law firm Herbert
Smith Freehills, said in a blog the policy
could amount to “expropriation, day-
light robbery or somewhere inbetween”.

The Department for Levelling Up,
Housing and Communities said that
pension funds held less than 1 per cent
of assets in residential property.

It added that any hit to pension funds
would be within normal investment and
depreciation tolerances. “We do not
think it is fair that many leaseholders
face unregulated ground rents for no
guaranteed service inreturn,” it said.

Broadcast media

Veteran TV
executive Shah
confirmed

as BBC chair

DANIEL THOMAS

Veteran television executive Samir
Shah has been picked by ministers as
BBC chair to replace Richard Sharp, the
former Goldman Sachs banker who
resigned this year.

Shah, 71, has had a 40-year career in TV
and served as a BBC non-executive
director in 2007 as well as in positions
including head of current affairs.

He will face immediate challenges as
head of the BBC board, including the
renegotiation of the licence fee before
the renewal of the publicly funded cor-
poration’s charter in 2027.

Confirming the appointment after the
Financial Times reported the decision,
culture secretary Lucy Frazer said Shah
had a “clear ambition to see the BBC suc-
ceed in a rapidly changing media land-
scape and I have no doubt he will pro-
vide the support and scrutiny that the
BBC needs to meet the challenges and
opportunities of the future”.

Shah said the BBC “is without doubt,
one of the greatest contributions we
have made to global culture and one of
our strongest calling cards on soft
power”.

The BBC chair, a political appoint-
ment signed off by the prime minister,
acts as an intermediary between the
corporation and ministers often critical
of its news coverage, size and budget.

The government had been under
pressure to avoid an obviously political
choice after widespread criticism of the
process that chose Sharp. He quit after
an investigation found he had breached
public appointment rules by failing to
declare help provided to Boris Johnson
that led to the then prime minister
securing an £800,000 loan.

Shah has extensive links to the Con-
servative party, including serving on the
government’s Commission on Race and
Ethnic Disparities.

People close to the selection said Shah
had the backing of Oliver Dowden, dep-
uty premier, who was culture secretary
when Shah was chair of London’s
Museum of the Home. Unlike Sharp,
Shah was appointed after a search by
external headhunters and after officials
had vetted a wide field of candidates.
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Public inquiry
Johnson admits
Covid risk was
underestimated

From left, Kirsten Hackman,
Michelle Rumball, Fran Hall and
Kathryn Butcher, who were
removed from the Covid-19
inquiry after standing up and
holding signs as Boris Johnson
gave his evidence — jordan periiti/pa
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Boris Johnson has admitted that his
government “vastly underestimated”
the dangers posed by Covid-19 and
displayed “incoherence” in early 2020,
in his testimony to the public inquiry
into the response to the pandemic.

The former prime minister conceded
that his administration had failed to
accept scientific evidence in the early
weeks of the crisis, striking a sombre
tone following a number of damaging
claims by former senior officials and
ministers in recent weeks.

In the first of two days of evidence,
Johnson said he should have “twigged
much sooner” the impact coronavirus
might have as scenes emerged from
Italy in February 2020. But at the time,
the threat was not escalated as
“something of truly national concern”.

The government “vastly
underestimated” the scale of the
infectiousness and lethality of Covid-
19, he said.

On March 12 2020, 10 days before
the first lockdown was announced, and
when previous witnesses said decisive
action could have saved lives, Johnson
conceded he was “bewildered” by
evidence presented to him.

The government did not take worst-
case scenarios seriously enough
because it was operating under a
“fallacious inductive logic”, based on
the outcome of previous viruses such
as Sars and Mers, he said. “I don’t think

we attached enough credence

to . . . forecasts,” said the former prime
minister, adding that there was “a
certain amount of incoherence in our
thinking” in March 2020.

Johnson’s concession that he was
“bewildered” by data on March 12 that
showed the NHS would be under
enormous strain irrespective of a
lockdown, echoed comments from Sir
Patrick Vallance, former chief scientific
adviser, who described the then

‘In the course of trying to
handle a very, very

difficult pandemic . . . we
may have made mistakes’

premier as being “bamboozled” by
scientific modelling.

But Johnson defended his decisions
not to chair any meetings of the Cobra
emergency committee until March
2020, and to then order a full lockdown
on March 23. He said a national
shutdown was the only “tool” available.

Former health secretary Matt
Hancock has told the inquiry that a
lockdown three weeks earlier “would
have saved many, many lives”. Last
month it heard that senior advisers to
Johnson recommended the move on
March 14.

Asked by Hugo Keith KC, lead

counsel for the inquiry, whether he
believed ministers’ decisions led to
more deaths, Johnson said he could
not “give . . . the answer to that
question”. He also said he did not
recall Hancock calling for an
immediate lockdown on March 13.

More than 50,000 deaths linked to
coronavirus were recorded during
the first wave. To date, Covid-19 has
killed more than 227,000 people in
Britain and infected millions more.

Johnson began his evidence by
apologising “for the pain and the
loss and the suffering of the Covid
victims”, adding: “So many people
suffered . . . Inevitably in the course
of trying to handle a very, very
difficult pandemic in which we had
to balance appalling harms . . . we
may have made mistakes.”

But Johnson disputed data
presented by Keith during an earlier
stage of the inquiry showing the UK
recorded the second-highest death
toll in Europe. He said he had seen
different figures.

The former premier said he
regretted “very much” writing notes
describing long Covid as “bollocks”
and comparing it to the “Gulf war
syndrome”, a reference to people
who were believed to have wrongly
attributed illnesses to their activities
during the war.

Laura Hughes and Anna Gross

Financial stability

BoE warns of
private credit
and leveraged
lending risk

LAURA NOONAN

Private credit and leveraged lending
markets remain vulnerable to “sharp
revaluations”, the Bank of England
warned yesterday, as it pointed to risks
building up in non-bank finance.

The BoE’s Financial Policy Committee
said the two sectors faced significant
headwinds, given high interest rates,
persistent inflation and “increased
uncertainty” about the long-term
economic outlook.

“Riskier corporate borrowing in finan-
cial markets, such as private credit and
leveraged lending, is particularly vul-
nerable in the current environment,”
BoE governor Andrew Bailey said.

His comments came after the BoE’s
financial stability experts warned that
economic uncertainty could drive
“sharp revaluations of credit risks” in a
market that came of age during an era of
ultra-low interest rates.

Although there had been some
improvements in conditions, the Israel-
Hamas conflict had increased geopoliti-
cal risks, the FPC said.

Bailey said it was “quite a sweeping
statement” to predict that financial
institutions beyond regulated banks
would cause the next financial crisis but
that regulators had to pay “much more
attention” to them now because the
non-bank financial sector had grown so
much since the 2007-08 crash.

He pointed to hedge funds’ ballooning
bets on US government bonds as a par-
ticular area of concern, saying they
could result in “significant market vola-
tility” in a core part of the global finan-
cial system and “tighter credit condi-
tions” in the event of a shock.

BoE data shows hedge fund short
positions in Treasuries are now bigger
than they were in the run-up to the
March 2020 “dash for cash” when bets
against US bonds were swiftly unwound
as the value of government debt rose in
adash towards safe assets.

US government bond yields have
fallen sharply in recent weeks and mar-
kets are now pricing in faster interest
rate cuts, relieving some of the pressure
onasset valuations.

Bailey stressed that policymakers in
the UK and elsewhere were taking
action to stem the risks in non-banks,
including a consultation by the markets
regulator on increasing liquidity in
money market funds.

The BoE recommended in October
that liquidity requirements for those
funds be doubled, to reduce the chance
of the kind of forced sell-off of assets
that triggered the gilt market crisis in
September 2022.

Despite the tough outlook for global
financial stability, the BoE said house-
holds, businesses and banks had been
“broadly resilient” to a steep rise in
interest rates and the cost of living crisis,
and that some trends around the coun-
try’s debt levels were improving.

The BoE said that while the full
impact of interest rate increases had
“yet to come through for households,
businesses and borrowers”, there was
some evidence of improving trends.

The percentage of households with a
high cost of living adjusted debt burden
fell slightly to 1.4 per cent in the third
quarter compared with 1.8 per cent in
the first quarter of the year, “driven by a
stronger than expected recovery in real
incomes”, the central bank said.

Industry survey

Construction activity falls
for third month in a row

VALENTINA ROMEI

High interest rates and a slowdown in
housebuilding drove a contraction in
construction activity for the third
month in a row, according to data
released yesterday.

The S&P Global/Cips UK construction
purchasing managers’ index fell mar-
ginally to 45.5 in November from 45.6
the previous month. The figure under-
shot economists’ expectations of 46.3
and was below the 50 mark, indicating
that most businesses reported a decline
inactivity since August.

A stagnation in construction over the
year to September has contributed to a
lack of economic growth. The latest data
suggested the sector was squeezed as
high borrowing costs hit demand.

“A slump in housebuilding has cast a
long shadow over the UK construction
sector,” said Tim Moore, economics
director at S&P Global Market Intelli-
gence, adding that there were signs of
“weakness spreading to civil engineer-
ingand commercial work”.

The PMIs are based on a sector-wide
survey and provide a timely indication
of activity ahead of the release of official
output figures for November due in
mid-January.

The low November reading was
driven by housebuilding, with an index
of 39.2, signalling a sharp decline in
activity. Commercial building and civil
engineering both reported a deteriora-
tion from October with readings below
50at48.1and 43.5, respectively.

John Glen, chief economist at the
Chartered Institute of Procurement and
Supply, a professional body that helps
compile the survey, said “inflated bor-
rowing costs and falling demand have
conspired to further slow new building”.

Separate PMI data published this
week for manufacturing and services
marked construction as the worst per-
forming sector, with services reporting a
marginal expansion and the downturn
in manufacturing easing.

Economists expect the weakness in
construction to continue as interest
rates remain elevated.

Aviation safety

SFO launches investigation
into aircraft parts supplier

SUZIRING AND SYLVIA PFEIFER

The Serious Fraud Office has arrested
one person and opened an investiga-
tion into suspected fraud at an aircraft
parts supplier.

The prosecutor, along with the National
Crime Agency, raided a site in London in
connection with alleged fraud at AOG
Technics Ltd, it said yesterday.

AOG has supplied parts to airlines in
Britain and abroad for the world’s best-
selling passenger aircraft engine and the
most-used cargo aircraft engine since
2015, according to the SFO.

Aviation authorities globally, includ-
ing the UK Civil Aviation Authority and
the US Federal Aviation Administra-
tion, issued alerts this year over safety
issues related to AOG’s parts. The com-
pany was ordered by a London court in
September to hand over details of its
sales to several aircraft companies.
Some planes have been grounded in the
UK and the US, the SFO said.

The raid and arrest were first
reported by Bloomberg. AOG Technics

did not respond to requests for com-
ment. The safety issues linked to AOG’s
parts relate to the CFM56 engine, which
is made by CFM International, a joint
venture between France’s Safran and GE
ofthe US.

The engine powers some older Airbus
and Boeing jets that are gradually being
upgraded. Some 22,600 remain in serv-
ice. CFM said in October it had found
145 engines in the global fleet fitted with
parts linked with AOG. More than half
of these had been removed from service.

The company said at the time that it
had “completed an exhaustive review of
the documentation provided by AOG
Technics and shared the results with the
relevant authorities”.

The investigation is the third the SFO
has opened since Nick Ephgrave
became director in September. Last
month, the agency opened a case into
the collapse of law firm group Axiom
Ince. Ephgrave told the Financial Times
at the time that the operation high-
lighted a new approach to investigations
under hisleadership.
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Women and
small business
hit hardest by
visa crackdown

Higher minimum salary for migrants to
bring in family at risk of legal challenge

DELPHINE STRAUSS, ANNA GROSS

AND MICHAEL O’DWYER

Women with children and smaller,
regional businesses will be hardest hit
by plans to slash immigration, trade
groups and migration experts have said.

The government on Monday set out
measures intended to cut inflows by
300,000 a year, to try to regain the polit-
ical initiative after official data showed
net legal migration hit a record 745,000
in2022.

The biggest change was the sharp rise
from £18,600 to £38,700 in the mini-
mum salary British citizens or migrants
already settled in the UK must earn for
immediate relatives to join them.

This doubling of the earnings thresh-
old will make very little difference to the
level of net migration; unpublished
Home Office estimates put the reduc-
tion “in the low tens of thousands”. But
expertssaid it would wreak havoc on the
personal lives of those affected and hit
women disproportionately.

Madeleine Sumption, director of Ox-
ford university’s Migration Observatory
think-tank, said the change would hit
women harder as they earned less on
average than men and were more likely
to work part-time. Three-quarters of
women in employment earned below
the threshold, Sumption said.

But mothers of young children who
wanted to return to the UK after living
abroad could find themselves in an even
tougher position, she added, as the
Home Office under current practice
does not take into account the prospec-

tive earnings of a non-UK citizen not yet
in the country.

Colin Yeo, a barrister and founder of
Free Movement, an immigration law
website, said on X that the change would
“destroy many lives”, adding: “It’s par-
ticularly punishing to those outside
London, minority communities and
British citizens returning from abroad.”

Brian Bell, chair of the government’s
Migration Advisory Committee, said
ministers would need to justify the
change in the formula used to set a wage
threshold for the family visa route. He
added that it would be “surprising if
there wasn’talegal challenge”.

The change to the regime for family
reunion, already one of the most strin-
gent in the advanced world, is in keep-
ing with the new ban on care workers
bringing in dependants. This will have a
much bigger effect, cutting net migra-
tion by about 120,000 a year, according
to Home Office estimates, in addition to
an expected reduction of 140,000 owing
to the ban announced this year on mas-
ters students bringing relatives.

Ministers have said the chronically
understaffed care sector will continue to
be able to hire as it is exempt from the
minimum salary requirement for
skilled workers, and can draw on a glo-
bal pool of people without family ties
who are still willing to do the jobs.

But Sumption, who also sits on the
MAC, warned that care employers, who
had been hiring qualified nurses from
overseas to fill entry-level roles, might
struggle to attract applications from

Bitter blow: such highly skilled candidates. Restrict-  the number of skilled-worker visas ‘One rule for
trade body ing dependants could also “make care  granted outside the health and care sec- .
UKHospitality workers in the UK more isolated”, she  tors, which totalled 66,322 in the year to busmess,
said the new iald, r:lep.rlwflg t}.lem” of support in  September, with a f}lrther 50,874 another for
rules would exploitative situations”. dependants accompanying them. .
worsen the staff Business groups accused ministers of The thresholds will pose a big prob- the pubhc
shortages bars hypocrisy for expecting private-sector  lem for small regional businesses, al- :
; A sectorin
and restaurants employers to pay higher wages and  ready deterred by Home Office visa fees,
are facing immigration charges, while exempting  in sectors where employers have been health and
Alena Kravehenko/Alamy state sectors from salary requirements.  struggling to fill key posts. will
Neil Carberry, chief executive of the “Small and medium-sized enterprises care not
Recruitment & Employment Confeder- ~ will undoubtedly be priced out of the €0 down
ation, said: “One rule for business, market; they simply won’t be able to Il with
. . A » s well wit
another for the public sector in health  sponsor workers in critical roles,” said .
and care will not go down well with  Chetal Patel, head of immigration at law thosein
thoseinindustry. firm Bates Wells. industry’

Business groups said the higher salary
thresholds for skilled workers would
worsen labour shortages in crucial
areas, but make little difference to net
migration. The Home Office estimates
the thresholds will cut annual inflows by
14,000. This would barely dent the lat-
est figure of 672,000 for net migration.
It would, however, be a significant cut to

Many employers will be hoping that
the promised review of the “shortage
occupation list”, which offers easier visa
terms for certain roles where there is a
lack of homegrown workers, will allow
them to continue hiring overseas staff in
some lower-paid sectors. Construction,
hospitality, butchery and manufactur-
ing are areas where employers have

used the visa system more freely since
Brexit, as the supply of EU workers has
dried up. Unless they get some form of
exemption from the new rules, using the
visa system is set to become impossible.

Kate Nicholls, chief executive of trade
body UKHospitality, said “around 95
per cent” of the 8,500 workers in the
sector granted visas last year, including
for “talented chefs and managers”,
would not be eligible under the pro-
posed regime. “These changes will fur-
ther shrink the talent pool that the
entire economy will be recruiting from,
and only worsen the shortages hospital-
ity businesses are facing,” she said.

Jamie Cater, senior policy manager at
Make UK, said many of its members
relied on the visa scheme to fill technical
roles that were usually paid below the
£38,700 threshold. “They use the immi-
gration system as the last resort.”

The Home Office did not respond to
requests for comment.
Robert Shrimsley page 23
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Crimes against women

Biden condemns sexual violence by Hamas

Militants blamed for
breaking hostages deal
and ending pause in war

CHLOE CORNISH — JERUSALEM

US President Joe Biden has castigated
Hamas for “appalling” sexual violence
during the October 7 attacks on Israel
and blamed the breakdown of ceasefire
negotiations on the militants’ refusal to
release the remaining female hostages.

“Over the past few weeks, survivors
and witnesses of the attacks have shared
the horrific accounts of unimaginable
cruelty,” Biden said at a campaign event
inBoston.

He cited “appalling” reports of
women “repeatedly raped and their
bodies being mutilated while still
alive . . . and Hamas terrorists inflicting
as much pain and suffering ... on
women and girls as possible and then
murderingthem”.

His remarks come as Israel lays out
evidence that Hamas fighters raped and
mutilated an unknown number of
women before murdering them during
their assault on southern Israel two
months ago, where militants killed
1,200 people and took about 240 into
Gaza as hostages.

Hamas has repeatedly denied the alle-
gations of sexual violence, including
those made by the US president.

While 110 mainly women and chil-
dren were released from captivity dur-
ing a temporary ceasefire, negotiations
to free more hostages, in exchange for
Palestinians held in Israeli jails, broke
down late last week.

Biden said Hamas refused to free all
the female non-combatants, which
“broke this deal and ended the pause in
the fighting”. Hamas has said the
remaining women were soldiers.

The Biden administration has
extended its support to Israeli Prime
Minister Benjamin Netanyahu over the
war against Hamas in Gaza. But it has
increasingly lobbied Israel to reduce the
number of civilians being killed in its
bombardment of the enclave.

Health officials in the Hamas-run
enclave say about 16,000 people have
been killed in the two-month war.

As more evidence of atrocities on
October 7 has become public, Israel has
urged international organisations to
more forcefully condemn Hamas’s use
of sexual violence, depicting the
response as inadequate.

Separately, Israeli women’s rights
groups and police officials have stepped
up a campaign to shed light on the inci-
dents of violence against women during
the Hamas assault.

At an event in New York over the
weekend, volunteer morgue workers
and rescuers described corpses maimed
in ways that suggested gender-based

violence, including mutilated genitals.
In one especially harrowing testimony,
Simcha Greinman, a volunteer with
emergency response organisation Zaka,
described finding the naked body of a
woman with “nails and different objects
inher female organs”.

Israeli police also showed blurred
video of one survivor’s witness testi-
mony, who said she saw militants raping
awoman before cutting her breasts.

Sheryl Sandberg, the former Meta
executive who co-organised the
New York event at the UN, asked if
Hamas’s denials were to be believed, or
“do we believe the women whose bodies
tell us how they spent the last minutes of
their lives?”

Air strikes. Munitions

Israel’s heavy bombs lay waste to Gaza

Up to 1,000 devices a day
leave damage comparable to

that seen in wartime Germany

JOHN PAUL RATHBONE — LONDON

Benjamin Netanyahu has been blunt
about what Israel needs most to destroy
Hamas: a steady supply of more US
bombs. “We need three things from the
US: munitions, munitions and muni-
tions,” the Israeli prime minister told a
group of local government officials,
according to arecording obtained by the
Israel Hayom newspaper.

“There are huge demonstrations in
western capitals,” added Netanyahu,
who is concerned that political pressure
overseas might threaten the US arms
shipments. “We need to apply counter-
pressure . . . There have been disagree-
ments with the best of our friends.”

Israel has expended vast amounts of
ammunition in its war against Hamas in
Gaza. The modern western weaponry
used, from satellite-guided “bunker
busting” bombs to pinpoint-accurate
laser-guided missiles, have eroded
Hamas’s military capabilities and,
according to the Israel Defense Forces,
killed more than 5,000 of the group’s
estimated 30,000 fighters.

But the damage wrought by Israel’s
attack — triggered by Hamas’s assault
on October 7 when it killed 1,200 people
and took more than 200 hostages — has
been catastrophic.

Military analysts say the destruction
of northern Gaza in less than seven
weeks has approached that caused by
the years-long carpet-bombing of Ger-
man cities during the second world war.

“Dresden, Hamburg, Cologne — some
of the world’s heaviest-ever bombings
are remembered by their place names,”
said Robert Pape, a US military histo-
rian and author of Bombing to Win, a
landmark survey of 20th century
bombing campaigns. “Gaza will also go
down as a place name denoting one of
history’s heaviest conventional bomb-
ing campaigns.”

Whole neighbourhoods have been
levelled. By December 4, more than 60
per cent of the buildings in north Gaza
had been severely damaged, according
to analysis of satellite radar data by
Corey Scher of CUNY Graduate Center
and Jamon Van Den Hoek of Oregon
State University.

Across the whole of Gaza, between
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Destruction:
Israel’s use of
‘dumb’ bombs,
which are
unguided, as
well as huge,
2,0001b bunker
busters, has
been called into

question
Jack Guez/AFP/Getty Images

82,600 and 105,300 buildings have been
left in ruins, according to the estimate,
which counts buildings where at least
half the structure was damaged.

One reason for the scale of destruc-
tion is the munitions that Israel uses.
Images posted daily by the Israeli mili-
tary show its jets taking off loaded with
ordnance that has been identified to the
Financial Times by explosives experts.

Some are pinpoint accurate, which
can help limit collateral damage. Among
them are precision-guided 2501b small-
diameter bombs, which, because of their
relatively small size, “inherently reduces
the probability of collateral damage”,
according to the US Air Force.

Israeli attack helicopters have also
carried laser-guided Hellfire missiles, a
mainstay of US urban fighting against
Isis militants in Iraq and Syria, and “fire
and forget” Spike missiles, which are
traditionally Israel’s weapon of choice
for precise, targeted killings.

But Israel has also dropped unguided
M117 “dumb bombs”. It has also used
2,0001b GBU-31 bombs, which are four

times bigger than the bombs that were
typically the largest used by allied forces
in the battle for the Iraqi city of Mosul,
according to analysts.

The force of these bombs, which are
enhanced with a global positioning sys-
tem that turns them into “smart
bombs” or so-called Joint Direct Attack
Munitions (JDAMs), is so immense that
blast survivors have said they feel they
are “surfing liquid earth”, according to
Marc Garlasco, a military adviser for
Dutch organisation PAX and a former
Pentagon intelligence analyst.

“Buildings pancake, their support dis-
integrates so they collapse in on them-
selves, and then there are the area
effects — including the secondary frag-
mentation of cement, metal, people’s
cell phones and everything else that flies
out from the explosion,” he said. “The
only reason I can think of why they have
been used is that the IDF has been trying
to collapse Hamas’s tunnel network.
What is remarkable though is their
widespread use.”

The campaign group Amnesty Inter-

‘Gazawill
go down
asaplace
name
denoting
one of
history’s
heaviest
bombing
campaigns’

national this week called for a war
crimes investigation over Israel’s use of
such heavy munitions, claiming there
was evidence indicating that 1,0001b
and 2,0001b bombs were used in strikes
on homes in Gaza thatkilled 43 people.

A second reason for the high level of
destruction was the speed and intensity
of the bombing campaign, military ana-
lysts said, and relaxed targeting rules
that may have allowed for a greater
number of expected civilian casualties.

In past conflicts, Israel’s strikes
underwent a vetting process in which
they were first cleared by IDF lawyers.
While rarely a black and white process,
“if they [the IDF lawyers] say something
is not legal, you can’t do it”, said Pnina
Sharvit Baruch, a former senior IDF
legal adviser who now heads the law and
national security programme at Israel’s
Institute for National Security Studies.

In just the first two weeks of its cam-
paign, Israel used at least 1,000 air-to
surface munitions daily, estimated John
Ridge, an analyst and munitions expert.
By comparison, during the most intense
periods of the US and coalition air cam-
paign in Mosul, roughly 600 munitions
were dropped a week.

As for its ground operations, the IDF
has said it has shortened “kill chains” so
that it takes less than 10 minutes for
real-time intelligence to identify a target
and then hitit with an air strike.

“The sheer pace of the campaign does
raise questions about the Israeli rules of
engagement, its targeting process and
the levels of civilian casualties it is pre-
pared to accept,” said Jeremy Binnie,
Middle East defence specialist at Janes, a
defence and open-source intelligence
firmin London.

Israel has said, given the scale of the
Hamas atrocities, it had no choice but to
“eliminate” such a threat from recur-
ring. Officials acknowledge that pursu-
ing this aim in a densely populated
urban area has put civilian lives at risk.

Inresponse to US pressure, the IDF has
said it will take a different approach in
the south, using data to identify densely
populated areas and calculate evacua-
tion routes as well as sharing maps indi-
cating where people should flee.

“By any measure, Gaza is already a
high civilian punishment campaign,”
said Pape. “It will go down in history as
one of the heaviest ever undertaken
with conventional weapons.”

Additional reporting by Mehul Srivastava
and Neri Zilber in Tel Aviv and Chloe Cor-
nish in Jerusalem

Russian diplomacy
Putin visits
Riyadh and
Abu Dhabiin
whistle-stop
Gulf tour

ANASTASIA STOGNEI — RIGA

Vladimir Putin yesterday met the lead-
ers of Saudi Arabia and the United Arab
Emirates, the first by the Russian presi-
dent to the Gulf region since his full-
scale invasion of Ukraine almost two
years ago.

The two-stop tour is seen as an attempt
by Moscow to show it can maintain close
ties with the Gulf despite western
attempts to force the region to comply
with restrictions and sanctions against
Russia.

The Russian president enjoys close
relations with both the oil-exporting
Gulf states, which have remained neu-
tral over Ukraine. Saudi Arabia and the
UAE have not ratified the statute that
governs the International Criminal
Court, which has indicted the Russian
president for alleged war crimes.

The Russian leader is also keen to
show that his country has not been iso-
lated from the world because of the war,
ahead of upcoming presidential elec-
tionsin 2024.

Video of the meeting published by
Russian state media showed Putin
described the meeting with Crown
Prince Mohammed bin Salman of Saudi
Arabia as “very timely”. He also said it
was “very important to exchange infor-
mation and assessments about what is
happening in the region”.

The Crown Prince and Putin dis-
cussed “working together to achieve sta-
bility in the Middle East”, the Saudi
broadcaster Al Arabiyareported, as well
as highlighting their cooperation in
energy, trade and investment. Putin also
invited Crown Prince Mohammed to
visit Russia, Al Arabiya said.

Earlier, after meeting the UAE’s
Sheikh Mohammed bin Zayed al-
Nahyan, Putin thanked him for the
“UAE’s stance”, saying this had allowed
relations between the two countries to
reach “an unprecedentedly high level”.

Putin has limited his travels since the
Ukraine invasion to countries of the
former Soviet Union and to China and
Iran. Russian news agencies published a
video yesterday of him getting off his
plane and shaking hands with the UAE
delegation. A group of jets flew over the
UAE’s presidential palace, painting the
sky in the colours of the Russian flag.

The Russian president and the UAE
ruler were said to have used the visit to
discuss a range of issues, from energy
and trade co-operation to the war in
Ukraine and the Israel-Hamas conflict.

Putin was accompanied by high-rank-
ing Russian officials, including central
bank chief Elvira Nabiullina, his top
energy official Alexander Novak, and
Denis Manturov, Russia’s trade minis-
ter, who has a mandate to restore supply
chains. Ramzan Kadyrov, the strong-
man leader of Chechnya, is another
member of the Russian contingent.

The UAE has become the main inter-
national hub for Russian businesses and
a significant route for circumventing
western sanctions. According to Putin,
the turnover of goods between Russia
and the UAE rose 68 per cent in 2022.

“I believe this year [the growth] will
be even greater,” he added.

Crown Prince Mohammed and
Sheikh Mohammed have touted them-
selves as interlocutors between Russia
and the west.
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Military alliance

Erdogan demands US jets for
approval of Sweden’s Nato bid

ADAM SAMSON — ANKARA

Turkish President Recep Tayyip
Erdogan expects Washington to
“simultaneously” approve the sale of
F-16 fighter jets to Ankara in exchange
for ratifying Sweden’s stalled bid to join
the Nato alliance.

Erdogan said he had done his “duty” by
referring Sweden’s Nato accession deci-
sion to the Turkish parliament in Octo-
ber, but now he expected US Congress to
concurrently approve Turkey’s request
to buy billions of dollars worth of F-16s
and modernisation kits.

“As the president, I referred [Swe-
den’s Nato bid] to the parliament and
you thanked me,” Erdogan said he told
his western counterparts, according to
comments reported by Turkish media
yesterday. “I have done my duty, but I
expect something from you, too . . . You
should simultaneously pass this issue
through your Congress.”

The White House has been supportive
of Turkey’s request to buy F-16s to bol-
ster its ageing fleet, but the Senate for-

eign relations committee has been
reluctant to approve the purchases.

Turkey’s foreign affairs committee,
which must approve Sweden’s Nato
accession before it is voted on by parlia-
ment, debated the measure last month,
but said it needed to undertake further
analysis before it could take a decision.

The committee has yet to say when it
will next consider the issue. Sweden’s
foreign minister said last week he was
told by his Turkish counterpart the
issue would be settled “within weeks”.

But Bilal Bilici, a Turkish foreign
affairs committee member, warned that
“there is a deep mistrust between [the
US and Turkey] and under the current
circumstances, it seems difficult for the
impasse to be overcome before the local
elections in March 2024”.

Tensions between Ankara and Wash-
ington have increased since Hamas’s
attack onIsrael on October 7. The US has
strongly backed Israel’s right to self-de-
fence, while Erdogan has accused Israel
of committing war crimes in Gaza. Addi-
tional reporting by Funja Giiler

Environment

ECB accuses ‘green’ eurozone
banks of lending to polluters

MARTIN ARNOLD — FRANKFURT

Commercial banks in the eurozone
that portray themselves as green are
doing the most new lending to big pol-
luters, stated a blog published by the
European Central Bank yesterday.

The article, to coincide with this week’s
COP28 climate summit in Dubai, said
lenders guilty of “greenwashing” had
granted about 4 per cent more new
loans a year than the average bank to
firms doing most environmental harm.
The publication is part of the central
bank’s efforts to push commercial lend-
ers it supervises to improve their cli-
mate disclosures and risk assessments.
The authors said they aimed to “shine
alight on a serious disconnect” by com-
paring the “green” disclosures of 96
banks in the eurozone and how much
new lending they did with companies in
“brown” sectors, those that emitted
high volumes of carbon dioxide, from
2014 t0 2020, using ECB data on loans.
“Banks which portray themselves as
more environmentally conscious lend

more than others to brown industries,”
said the blog, written by four econo-
mists. One of the authors is a senior
team lead economist in the ECB’s finan-
cial research division; the other three
are from US and European universities.

They found little evidence to support
the argument of some banks that their
loans helped brown borrowers to transi-
tion to greener technologies.

“The lending policies of banks with
more environmental disclosures would
not indicate greenwashing if these
banks financed the transition of brown
borrowers to lower emission technolo-
gies,” they wrote. But they said such
high polluters “do not end up decreasing
their emissions or commit to voluntary
emission targets” and they found little
evidence that they invested more to
shiftinto greener technologies.

“Research suggests that the discrep-
ancies between banks’ environmental
disclosures and lending practices arise
as banks are reluctant to disrupt estab-
lished lending relationships with larger
carbon footprint borrowers,” they said.
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Polish truckers’

blockade reveals
mood hardening
towards Ukraine

Month-long border dispute comes as
Kyiv strains to secure more western aid

RAPHAEL MINDER — MEDYKA, POLAND

Six days after waiting in freezing tem-
peratures to cross the border from
Poland to Ukraine, Ivan Lazaryskyn is
calculating how much diesel he has left
torunthe engine and heat his truck.

Like thousands of other truckers,
most of them Ukrainian, Lazaryskyn is
stuck at the frontier, in his case near
Medyka, a village in south-east Poland,
on his way home to Ukraine.

Polish drivers have been blockading
key crossings for the past month in a
protest against cheap competition from
Ukraine-based hauliers.

Arms shipments and essential goods
are allowed through, but the blockade is
hurting Kyiv’s trade at a time when its
economy is struggling to show resilience
in the face of Russian aggression.

The border protest, described by
Ukraine’s envoy to Warsaw as a stab in
the back by Poland, is particularly hurt-
ful as it comes from a neighbouring
country that has been one of Kyiv’s most
steadfast supporters during the war.

On Monday, Petro Darichuk was
among the Ukrainian drivers using the
return of sunshine to shovel snow that
accumulated on the roof of his truck
during a storm. He said the blockade
showed relations could change “much
too quickly” between neighbours.

“We used to need permits which were
never easy to get, then last year we sud-
denly got welcomed, and now we're
back to something disastrous that I
don’t remember in 15 years of driving to
Europe,” Darichuk said. “It’s as if people

forgot our war and think again only
about making more money.”

After Russia’s full-scale invasion of
Ukraine in February 2022, Poland
became the main route for people flee-
ing the conflict as well as for goods and
weapons being shuttled in. As its air-
space shut down, Ukraine’s exports by
road to the EU rose almost a third last
year, according to research by Kyiv-
based investment bank Dragon Capital.

The Polish truckers’ protest, which
has merged with farmers’ complaints
about cheap imports of Ukrainian grain,
comes at a time when Kyiv is struggling
to secure further US and EU aid, and isa
further sign of how the mood among
allies has shifted since the early days of
the war.

Last year, Medyka was one of the
main gateways for refugees fleeing
Ukraine. Now, the solidarity is limited
to some local residents who bring hot
soup and bread to the trapped drivers.
Portable toilets have been installed for
them.

Ukrainian officials warn of a possible
humanitarian crisis following reports
that two drivers recently died while
waiting to cross the border, as tempera-
tures dropped below zero.

Although one lane was opened on
Monday at the Dothobyczéw crossing to
allow empty trucks to leave Ukraine,
Polish drivers plan to continue blocking
four other crossings. Slovakian drivers
have also recently held protests at their
border with Ukraine.

The EU is threatening legal action
against Poland, with transport commis-
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sioner Adina Vilean criticising the “dra-
matic” situation at the border. “We can-
not ignore the incredible hardship driv-
ers are going through, drivers on which
our economies depend,” she said.
Vilean spoke after a meeting of EU
transport ministers on Monday that
failed toresolve the dispute.

The caretaker administration of
Poland’s rightwing Law and Justice (PiS)
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party has avoided confronting a
national transport sector that operates
the EU’s largest truck fleet. Ukraine’s
association of truckers recently warned
it had already lost €400mn in revenue
because of the blockade, with exports of
wood products, car parts and vegetable
oils particularly affected.

The dispute during a delayed govern-
ment transition in Warsaw could bec-
ome a headache for Poland’s Donald
Tusk, who is set to take office next week
after winning elections in October as
head of a pro-European coalition.

Meanwhile, far-right politicians have
visited the border to back Polish drivers
and stoke anti-Ukraine feelings before
local elections in April. Tusk’s coalition
has criticised the PiS for allowing the
blockade but has stopped short of prom-
ising to breakitup.

Backed by the PiS government, Polish
drivers want the EU to reintroduce quo-
tas for Ukrainian trucks that were lifted
last year to help Kyiv’s war effort. The
drivers’ demands echo those of Polish
farmers who complained about a grain
glut caused by opening the EU market to
cheaper Ukrainian cereals. The PiS gov-

‘Drivers and
farmers
must fight
together
against
unfair
competition
from
Ukrainians
who don't
follow any
EU laws’

ernment introduced a unilateral ban on
Ukrainian grain, in violation of the EU’s
common trade policy.

The two disputes have converged at
the Medyka crossing. Drivers and farm-
ers take turns on the picket line while
grilling food. “Drivers and farmers must
fight together against unfair competi-
tion from Ukrainians who don’t follow
any EU laws, food standards and work
rules,” said Polish grain farmer Maciej
Pelc. Farmers, he said, could afford to
hold more protests this winter while
their fields stayed frozen.

Polish police have struck a deal with
demonstrators to keep the road clear for
private vehicles, buses and transports of
military and humanitarian aid, includ-
ing from the nearby airport of Rzeszow.

Other truck drivers must park by the
roadside as far as 25 kilometres before
the border, and protesters allow only
five trucks an hour to cross, including
military ones, which get priority.

Lazaryskyn, who transports furni-
ture, said he suspected Moscow had
something to do with it. “This protest is
totally unjustified, which is why I think
itmust be financed by Russia.”
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but we create possibility in 190 market
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Beijing summit

Brussels to press China over cheap exports

Bloc’s trade envoy raises
concerns regarding
industrial overcapacity

JOE LEAHY — BEIJING

HENRY FOY AND ANDY BOUNDS
BRUSSELS

ANDY LIN — HONG KONG

EU leaders will stress their rising con-
cerns about Chinese industrial overca-
pacity when they meet President Xi Jin-
ping for a summit in Beijing today, amid
signs China is pumping more funding
into manufacturing.

The EU delegation for the annual EU-
China summit will be led by European
Council president Charles Michel and

Diamonds
Russian stones
face G7 ban

G7 nations are to ban imports of
Russian diamonds from January 1
and implement staged embargoes on
trading the stones throughout 2024,
under an agreement aimed at
restricting one of the few leading
Russian exports still untouched by
western sanctions.

The deal, set to be announced
yesterday by the group of wealthy
nations, follows months of wrangling
between western capitals over how
such a ban would work, and concern
from big African diamond producers.

G7 leaders meeting virtually were
expected to agree to ban imports of
non-industrial diamonds from Russia
starting on New Year’s Day. A ban on
the stones processed in third nations
will be introduced from March 1.
Henry Foy and Harry Dempsey

European Commission president Ursula
von der Leyen. They are expected to
raise the issue in products they see as
targeted at EU markets when they meet
Xi and his number two Li Qiang, along
withissues such as the Ukraine war.
Brussels is worried China is increasing
its industrial capacity, particularly in
renewable energy products, at a time
when domestic demand is weak and
other trading partners such as the US
are limiting access to their markets.
This leaves Europe as an important tar-
getfor an overflow of China’s exports.
Valdis Dombrovskis, EU trade envoy,
said overcapacity was “a cause for con-
cern”, as many countries were more pro-
tected against cheap Chinese exports.

“Our trade relations are unbalanced.
Last year we had an almost €400bn
trade deficit,” he said. “On Chinese elec-
trical vehicles there is a 25 per cent tariff
in the US. We have seen tariffs in India
and Turkey and the EU is now the larg-
est market which is open.”

European business said the deficit
stemmed in part from China’s state sub-
sidies and barriers to foreign compa-
nies. The EU this year launched an anti-
subsidy probe into EV imports from
China. Yesterday, Brussels announced
€3bn in aid to encourage EV battery
outputand try to cut reliance on China.

Beijing has accused Brussels of “a
naked protectionist act” over the anti-
subsidy inquiry and criticised EU efforts

at “de-risking”, in which the trading
bloc is seeking to cut its dependency on
some Chinese goods. But the union has
stressed it wants to compromise on
trade disagreements with China.
Concern about overcapacity is being
fuelled by data showing state banks
have cut new lending to China’s debt-
stricken property sector and are instead
targeting industries such as EVs. While
bond issuance by Chinese industry has
slowed, outstanding loans to the sector
were up about 31 per cent, or Rmb5tn
(€650bn), in the third quarter of 2023
on a year earlier. Lending to the manu-
facturing sector was up 38 per cent.
During earnings calls this year, execu-
tives of China’s largest banks cited man-

ufacturing as a priority, in line with Bei-
jing’s objectives of moving industry into
more valuable production and reducing
its dependence on foreign inputs.

“We fully support the construction of
national critical equipment . . . high-
speed trains, manned space flight, and
new energy sources,” state-owned len-
der Industrial and Commercial Bank of
Chinasaid ata conference in June.

One EU official said the bloc estimat-
ed Chinalost €30,000 on each EV it pro-
duced, but Robin Xing, China econo-
mist for Morgan Stanley, said Beijing
preferred to stimulate the economy by
funding green industry to meet its goals.
Additional reporting by Wenjie Ding
Chris Giles see Opinion

! Making the grade: rough
diamonds are inspected
at a sorting centre in
eastern Russia
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US economy. FT-Booth survey

Economists pencil in Fed rate cuts no sooner than July

Most differ from markets and

believe the central bank will

stay more hawkish for longer

COLBY SMITH — WASHINGTON
EVA XIAO — NEW YORK

The US central bank will hold off on
interest rate cuts until at least July 2024
and deliver less relief than financial
markets expect, according to leading
academic economists polled by the
Financial Times.

While most thought the rate-raising
phase of the Federal Reserve’s historic
monetary tightening campaign was now
over, almost two-thirds of the respond-
ents thought the central bank would
begin to cut its benchmark rate only in
the third quarter of 2024 or later.

Three-quarters of the economists,
polled between December 1 and Decem-
ber 4, also expect the Fed to lower the
federal funds rate from its current
22-year high of 5.25-5.5 per cent by just
halfa percentage point or less next year.

Thatisamuch later and smaller move
than Wall Street is wagering, with trad-

ers in futures markets ramping up bets
that the Fed will begin to cut as early as
March and will lower the federal funds
rate to about 4 per cent by the year end,
more than a full percentage point below
its current level.

The survey of 40 economists, carried
outin partnership with the Kent A Clark
Center for Global Markets at the Univer-
sity of Chicago Booth School of Business,
underscores the divergence of views
about the Fed’s grip on inflation amid
fresh signs that the world’s largest econ-
omy is beginning to slow.

Officials at the Fed and other central
banks in advanced economies are now
grappling with how long to keep interest
rates high to restrain demand from
households and businesses, and when
they can start reducing borrowing costs.

“Istill see alot of momentum for the
economy so I don’t see a need for lower-
ing rates right away, and I don’t think
the Fed plans to do that either,” said
James Hamilton, a professor of econom-
ics at the University of California in San
Diego, who participated in the survey.

Robert Barbera, director of the Center
for Financial Economics at Johns Hop-
kins University and another respond-

ent, said the Fed would need to see both
steady improvements in inflation and a
more significant cooling in labour
demand before it considered cuts.

For the past five months, the US econ-
omy has added an average of 190,000
new jobs a month, a pace Fed governor
Christopher Waller recently noted was
near the 10-year average since 2010 but
still higher than needed to absorb all the
workers entering the labour force. Data

Most economists think the
Fed will start cutting rates
later than markets expect
When do you think that the Fed is
most likely to implement the next cut
to the funds rate? (% of respondents)
0O 10 20 30 40
2023 |0
2024 Q1
2024 Q2
2024 Q3
2024 Q4
2025 or later

Source: FT-Booth survey of 40 economists from
Dec 1-4 2023

due tomorrow is expected to show an
increase of 180,000, according to Refini-
tiv, compared with 150,000 in October.

Laura Coroneo, an economist at the
University of York, said that aside from
a “still tight” labour market keeping
wage growth elevated, she was also con-
cerned about the potential for an oil
price shock to affect how quickly infla-
tion would fall.

The Opec+ cartel recently agreed to
make cuts to crude output in 2024 in a
bid to boost oil prices. The war in
Ukraine and escalating conflict in the
Middle East have also led to fears of fur-
ther inflation in energy costs.

Most of the economists surveyed
thought it unlikely that the Fed’s pre-
ferred inflation gauge — the personal
consumption expenditures price index,
once food and energy prices are stripped
out — would remain above 3 per cent by
next December, but they did expect it to
exceed the central bank’s 2 per cent tar-
getat that point. Their median estimate
for the end of 2024 stood at 2.7 per cent.
The gauge registered a 3.5 per cent
annual pace in October.

According to the median estimate, the
economists predicted US gross domestic

product growth, once inflation was fac-
tored in, of 1.5 per cent next year, well
below the figure so far this year.

The economists did not expect immi-
nent changes to the Fed’s plans to shrink
itsnearly $8tn balance sheet.

More than 60 per cent reckoned the
central bank would not slow its quanti-
tative tightening programme until the
third quarter of 2024 or later. In efforts
to tighten financial conditions and
damp demand, the Fed has since Sep-
tember 2022 aimed to cut up to $95bn a
month from its asset holdings.

Most of the economists did not think
there was a high chance of a recession
starting next year, while a little more
than half said there was at least a 50 per
cent chance a recession would start in
the third quarter of 2025 or later.

The participants were roughly split on
the outlook for the unemployment rate,
with a slim majority expecting it could
hit 5 per cent or more over the next
three years. The remaining 46 per cent
expected it would stay below that level.

The unemployment rate has defied
expectations of a sharp rise over the past
year, nudging up only marginally, to
stand at 3.9 per cent.

Tariffs deal

EU courts
battery makers
with €3bn aid
to jump-start
EV industry

ANDY BOUNDS — BRUSSELS

Battery makers in the EU are being
offered €3bn in subsidies as the
bloc attempts to catch China by jump-
starting the electric vehicle industry.

The European Commission proposed
the sum yesterday as part of a prospec-
tive deal with the UK to postpone the
introduction of tariffs due to hit electric
vehicles traded between the two from
January 1.

Maro$ Seféovi¢, commission vice-
president, said: “By providing legal
certainty on the applicable rules and
unprecedented financial support to
European producers of sustainable
batteries, we will bolster the competitive
edge of our industry, with a strong
value chain for batteries and electric
vehicles.”

The €3bn will come from the EU’s
Innovation Fund, which gets money
from sales of carbon emission permits,
and be available until the end of 2026.
Payouts would go to the most efficient
and sustainable batteries.

The EU also wants the UK to commit
to a clause excluding another extension
inthree years’ time.

An EU official said: “The problem we
face right now is that we don’t have
enough batteries or we don’t have
enough chemicals. We want these bat-
teries to be built in Europe or in the UK.
But we're not there yet.” The aim is that
the EU industry can source 70 per cent
of its needs domestically.

Carmakers including Renault and
Mercedes-Benz welcomed the move.

Under the post-Brexit Trade and
Cooperation Agreement (TCA) between
the EU and the UK, 10 per cent tariffs
would have begun onJanuary 1.

Complicated rules of origin dictate
that the value of parts required to be
made in the UK or EU to avoid tariffs
would have risen to 45 per cent on Janu-
ary 1. Since batteries account for 30-40
per centof a car’s value, it in effect ruled
out using power units produced outside
theregion.

Two diplomats said the battery sub-
sidy was necessary to get French agree-
ment to the delay in imposing tariffs,
whichrequires a treaty change.

France had warned granting a delay
risked creating a precedent that could
be exploited by London to argue for
other changes to the deal. It has several
battery plants planned, including one
by China’s Envision AESC and Taiwan’s
ProLogium. The €5.2bn project is set to
receive a €1.5bn state subsidy.

A qualified majority of the 27 member
states must now agree to the proposal,
but with Germany and about 20 other
governments in favour, officials believe
that will happen quickly.

The UK government said: “We have a
shared ambition to grow domestic elec-
tric vehicle manufacturing and battery
supply chains, and this proposal is a pos-
itive step towards providing long-term
certainty to the industry while ensuring
itremains globally competitive.”

Under the terms of the TCA, the UK
can challenge state aid given to EU
industries.

London has offered £500mn to Tata
to build a battery plant but parliamen-
tarians warned last week that the coun-
try remained critically short of battery
manufacturing capacity.

Additional reporting by Sarah White, Jim
Pickard and Richard Milne

Oil exploration

Venezuela orders drilling in Guyana territory

JOE DANIELS — BOGOTA
MICHAEL STOTT — LONDON

Nicolas Maduro, Venezuela’s revolu-
tionary socialist president, has ordered
state companies to exploit oil deposits
and mines in territory run by Guyana
after boasting of an “overwhelming”
people’s mandate to pursue a long-
standing claim to two-thirds of its
neighbour’sland.

Maduro’s bellicose speech on Tuesday
night has increased fears in Guyana that
Venezuela might use force to seize the
remote territory of Essequibo, which
controls access to a rich oilfield. It fol-
lows Venezuela’s referendum on the
issue on Sunday.

He ordered Venezuela’s state-owned
companies to grant licences to explore
and exploit oil deposits and mines in the
sparsely populated region, which is
administered by Guyana but claimed by
Venezuela. A special military unit
would be created for the territory, based
in Venezuela, said Maduro.

“I propose a special law to ban all
companies that operate with Guyanese

concessions from any transaction,” said
Maduro, adding that “they have three
months to withdraw” after the law
passes. Inresponse, Guyanese President
Irfaan Ali said he would report the mat-
ter to the UN Security Council and the
International Court of Justice.

“The Guyana Defence Force is on high
alert,” said Ali in a late-night televised
address. “Venezuela has clearly
declared itself an outlaw nation.”

Bharrat Jagdeo, Guyana’s vice-presi-
dent, earlier said the South American
nation had to be “very vigilant” and
“prepared for any eventuality” after the
referendum. “The Venezuelan leader-
ship has shown itself to be very unpre-
dictable,” he said.

Venezuelan officials claimed majori-
ties of more than 95 per cent in favour of
five questions on Essequibo, including
the creation of a new Venezuelan state
encompassing the territory, the grant-
ing of Venezuelan citizenship to its pop-
ulation of more than 100,000 and the
rejection of the ICJ’s jurisdiction to hear
thedispute.

A conflict between two oil-rich

nations in the Americas would be anew
crisis for Joe Biden, US president, who
has bet on a rapprochement with
Maduro in the hope that relief from eco-
nomic sanctions would encourage him
to move towards free and fair elections
and help improve global oil supplies.

The US State department initially
gave a low-key response to Sunday’s
vote, urging Venezuela and Guyana “to
continue to seek a peaceful resolution of
their dispute”.

Experts said Maduro’s principal
motive for running a patriotic referen-
dum campaign was to distract from his
own unpopularity and the increasing
momentum behind Maria Corina Mach-
ado, the main opposition candidate in
nextyear’s presidential election.

Venezuela has long disputed an inter-
national arbitration tribunal’s decision
in 1899 to award the Essequibo region to
what was then colonial British Guiana. It
had not pursued the claim of late, but
this changed after US oil major Exxon-
Mobil made what turned out to be one of
the world’s biggest recent oil finds off
the coast of Essequibo in 2015.

Trade partnership

Italy quits Beijing’s Belt and Road Initiative

AMY KAZMIN — ROME

Italy has officially informed Beijing of
its decision to withdraw from President
Xi Jinping’s Belt and Road Initiative,
ending months of speculation over a
relationship that had irritated Rome’s
western allies.

The formal withdrawal comes three
months after Prime Minister Giorgia
Meloni publicly confirmed that her
rightwing government was considering
a pullout, while affirming her determi-
nation to maintain “mutually benefi-
cial” relations with Beijing.

An Italian official who asked not to be
named confirmed yesterday Rome had
formally notified China of its intent to
withdraw from the deal, which would
otherwise have been renewed automati-
cally for another five years in early 2024.
Meloni’s office declined to comment.

Rome’s 2019 decision to join China’s
ambitious international trade and infra-
structure investment scheme had dis-
mayed its western allies. It was the only
one of the G7 big economies to do so.

Stefano Stefanini, Italy’s former

ambassador to Nato, said the govern-
ment at the time — an unlikely coalition
of the populist Five Star Movement and
Matteo Salvini’s rightwing League — had
“underestimated the geopolitical rele-
vance of the initiative”.

“They thought that Italy could get
away with cosying up to China despite

‘Texpect exports will suffer
alot. Chinese consumer
reaction will be fierce
against [Italian] products’

being the only G7 country to do it,” Ste-
fanini added.

But he said Italy’s continued partici-
pation in the initiative was untenable,
given the deterioration in relations
between Beijing on one side and Wash-
ington and the EU on the other, and
western efforts to reduce dependence
on China, particularly in strategic areas.

“There is now an official G7 policy
called de-risking,” he said. “The US had
made it clear to the present Italian gov-

ernment that participation was incom-
patible with Italy’s position in the G7.”
The Italian government had been
eager to find a way to withdraw grace-
fully without provoking harsh retalia-
tion from Beijing. Foreign minister
Antonio Tajani travelled to Beijing this
year for talks, while Meloni met Chinese
premier Li Qiang on the sidelines of the
G20 summit in New Delhi in September.
After that meeting, Meloni empha-
sised Italy’s desire to maintain strong
ties with China, even as she signalled the
possibility of Italy’s BRI exit. “The issue
is how to ensure a partnership that can
be mutually beneficial, regardless of the
choices we make on the BRI,” she said.
Michele Geraci, who as under-
secretary in the economic development
ministry in 2019 had championed Italy’s
joining the BRI, was fiercely critical.
“There is no upside in exiting,” Geraci
said. “It is a decision that will hurt Ital-
ian companies . .. I expect that our
exports will suffer a lot. Chinese con-
sumer reaction will be fierce against
made-in-Italy luxury products.”
Inside Business page 7
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Google’s ‘new

era Gemini Al
makes mobile
breakthrough

& Model first to run directly on phones
e System claimed to beat rival GPT-4

MADHUMITA MURGIA AND

CRISTINA CRIDDLE

Google has launched a set of generative
artificial intelligence models that will
run directly on mobile phones for the
first time, a breakthrough in the tech
company’s efforts to take on rivals such
as ChatGPT-maker OpenAl.

The company described “Gemini” as
its “largest, most capable and most gen-
eral” AI system, which can analyse
information from images and audio and
has sophisticated reasoning and “plan-
ning” capabilities. It began powering
Google’s Bard chatbot yesterday and
will be launched more broadly into its
search engine from nextyear.

A version of Gemini, known as
“nano”, was designed specifically for

‘Tbelieve the transition
we are seeing right now
with AT will be the most
profound in our lifetimes’

running on mobile devices and will be
integrated into Google’s latest Pixel
phones.

Google told the Financial Times this
would “run natively” on the device, and
that the “nano” model was “optimised
for mobile — so Android developers can
easily build AI apps and features that
work offline, or use personal [informa-
tion] better kept private on-device”.

This advance could help answer an
economic problem with the technology.
Running generative Al with the com-
puting power available on mobile hand-
sets, rather than through the cloud on
servers operated by big tech groups,
would vastly reduce the costs of operat-
ing such systems. This also provides a
layer of assurance for those wanting to
keep private datarestricted to adevice.

“Ibelieve the transition we are seeing

right now with Al will be the most pro-
found in our lifetimes, far bigger than
the shift to mobile or to the web before
it,” said Google and Alphabet chief exec-
utive Sundar Pichai in a blog post. “This
new era of models represents one of the
biggest science and engineering efforts
we’ve undertaken as a company.”

Generative Al has opened up a new
front in the battle for big tech domi-
nance across Silicon Valley. Google’s
latest generative Al system follows
models released by Microsoft-backed
OpenAl, Meta, and start-ups such as
Anthropic and Mistral, which can all
produce plausible answers to questions
in natural language: in text, code, image
and audio.

Last month, Microsoft rolled out a
generative Al assistant, Copilot, in its
365 suite of productivity apps, which
includes Word, PowerPoint and Excel.

Google said Gemini scored more than
90 per cent on an “industry standard”
benchmark that assesses so-called large
language models, the technology under-
lying generative Al products.

The company added that Gemini was
the first ALmodel to outperform human
experts on certain tasks, surpassing
OpenAI’s GPT-4 model in multiple tests.
In particular, it can solve mathematical
reasoning problems, analyse scientific
dataand do advanced coding.

Gemini is now available in the English
language in more than 170 territories,
including in the US, Asia and Africa,
with plans to update it with more pow-
erful software next year.

However, it will not yet be available in
Europe or the UK, which Google sug-
gested was down to regulatory hurdles.

“We are definitely working on that
and clearly working with local regula-
tors . . . before we launch in any partic-
ular area,” said Sissie Hsiao, vice-
president at Google and general man-
ager of Bard.

Smoked out BAT takes £25bn writedown on
cigarette brands as cheaper rivals gain ground

BAT’s Reynolds American unit has been hit as US smokers trade down or turn to vaping — shannon Stapleton/Reuters

OLIVER BARNES AND MAXINE KELLY

British American Tobacco is to write
down the value of some of its US ciga-
rette brands by £25bn because of
economic headwinds damaging sales
in its biggest market.

The one-off impairment sent shares
down 8.4 per cent in London yester-
day, making it the worst performer on
the FTSE 100 as its market capitalisa-
tion was slashed to £51.4bn at one
point.

The group, whose North Carolina-
based subsidiary Reynolds American
is the second-biggest US cigarette
maker by sales, said smokers switch-
ing to cheaper brands or quitting had
led to the writedown.

Competition from illicitly sold
disposable vapes had also hit sales
of the Dunhill and Lucky Strike
maker.

Brands affected by the writedown
are those acquired by BAT as part of

its £40bn takeover of Reynolds in
2017. They include Camel, Newport,
Natural American Spirit and Pall
Mall. It cuts the value of the affected
brands on BAT’s balance sheet assets
by more than a third to £42bn, from
justunder £67bn last year.

The biggest US cigarette company,
Altria, will not be hit by a writedown
because its biggest brand, Marlboro,
was developed in-house and does not
have to be declared as goodwill on the
balance sheet.

Winston maker Imperial Brands
benefited from trading down to
cheaper cigarettes in the Americas,
where its market share rose to 10.7 per
cent — an increase of 0.65 percentage
points — in the year to the end of Sep-
tember. Imperial’s adjusted operating
profits in the region were up 1.9 per
centyear onyear.

However, BAT’s writedown hit
other tobacco stocks, with Philip Mor-
ris International’s shares losing about

2 per centand Altria’s down 3 per cent
by mid-morning in New York.

“Iam encouraged that our commer-
cial plans are starting to deliver early
signs of portfolio recovery,” said
Tadeu Marroco, BAT chief executive.

“BAT was an outlier in having so
much brand value capitalised on its
balance sheet resulting from the
acquisition of Reynolds American,”
said Rae Maile, a tobacco analyst at
Panmure Gordon.

While BAT said its year-to-date vol-
ume share in the US was still down, its
commercial plans continue to show
signs of recovery with a 0.5 percentage
point gain in cigarette volume shares
between January and October.

Marroco said the writedown was
“consistent with our vision to ‘build a
smokeless world’”, as the cigarette
maker aims to derive half of its reve-
nues from nicotine alternatives, such
asvapes, by 2035.
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TikTok owner
ByteDance
to buy back
$5bn of shares

ARASH MASSOUDI AND
IVAN LEVINGSTON — LONDON
ELEANOR OLCOTT — SAN FRANCISCO

ByteDance is tapping a cash pile of
more than $50bn accumulated from its
short-video apps to buy back up to
$5bn worth of shares from investors.

The owner of the viral apps TikTok and
Chinese version Douyin raked in $29bn
inrevenues in the three months to June,
up about 40 per cent from the previous
year, according to four people briefed on
the figures. Earnings before interest and
tax, ByteDance’s preferred metric of
profitability, were $9bn.

By mid-year, the start-up had $51bn
worth of cash on its balance sheet, $7bn
of which is restricted and not available
for immediate business use. Total debt
stood at $12bn, according to people
briefed on the numbers.

The Chinese social media company,
backed by General Atlantic and Soft-
Bank, aims to purchase shares from
investors at an approximate $260bn
valuation, according to three people
familiar with the matter. Last summer,
it was valued at about $300bn when it
conducted an employee share buyback.

Founded in 2012 by Zhang Yiming,
ByteDance has been one of the fastest-
growing companies to emerge from
China in recent years. A bruising regula-
tory crackdown on the internet sector
by Beijing and political scrutiny in
Washington have hampered its progress
towards a public offering.

It has postponed an intended Hong
Kong listing several times since Beijing
cracked down on big tech groups in late
2020 with the cancellation of Ant
Group’s IPO. The US government has
also called for a ban or divestiture of the
short-form video app beloved by Ameri-
can teenagers.

ByteDance had more than 3bn
monthly active users across its plat-
forms, including Douyin and TikTok. By
comparison, Meta, which owns Face-
book, Instagram and WhatsApp, had
justunder 4bn monthly active users.

The group has leveraged the popular-
ity of Douyin to push aggressively into
ecommerce in China, posing a challenge
toincumbent Alibaba.

One ByteDance investor said the
start-up’s strong sales were overshad-
owed by uncertainty about whether it
and Ant would be allowed to conduct an
1PO. “The numbers are wild, but none of
it matters until the Chinese government
decidesif they can go public,” they said.

[taly’s veto on French deal shows hurdles for EU’s defence goal
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hree guesses on the nation-
ality of the company that
the Italian government has
deemed to be “an excep-
tional threat” to national
security due to its interest in buying a
small Turin-based aerospace supplier?

If you guessed a Chinese or Russian
company, you would be wrong. It is, in
fact, Safran of France, the aerospace
and defence group that supplies to criti-
cal European military programmes
such as Eurofighter.

Safran has made a $1.8bn offer to buy
the flight controls and actuation busi-
ness of Collins Aerospace, which owns
Italy’s Microtecnica. The Italian com-
pany specialises in flight control actua-
tors, systems that make things such as
wing flaps move on an aircraft.

Rome’s decision to block Safran’s
acquisition of Microtecnica — which
accounts for just 15 per cent of the wider
business’s revenue — was remarkable
not just for the virulence of the lan-
guage. It was surprising because for
almost 40 years Microtecnica has been
owned by a series of US companies.

At the very time when Europe is call-
ing for greater consolidation of its frag-
mented defence sector, Rome has
deemed a company part-owned by an
EU ally — the French government,
which has an 11 per cent stake in Safran
—tobeathreat.

This is just the latest shot in an often
strained Franco-Italian defence rela-
tionship. Certainly, relations have been
frosty since France and Germany opted
to launch a future fighter aircraft pro-
gramme in 2017 without involving Italy.

“Italians saw themselves as a major
player on combat aircraft and they were
not even consulted,” said an executive
who worked with the Italian defence
sector at the time. Soon after, Italy
ended up joining the rival fighter pro-
gramme put together by the UK, which
had also been excluded.

Then there was the failed attempt by
Italy’s Fincantieri to buy French ship-
yard Chantiers de I’Atlantique from
South Korea’s STX, also in 2017. Paris
briefly nationalised the shipyard to
scupper the purchase.

In 2019, it referred the deal to the
Competition Com-
mission in Brus-

sels. Two years
later it collapsed
before the commis-
sion’s probe had
finished.

Itis hard to avoid

Atatime when the EU is
calling for consolidation of
its defence sector, Rome
has deemed Safran of
France to be a threat

the feeling that
there might be an element of payback in
the Microtecnica decision. But Italy has
been careful not to assume sole respon-
sibility for the veto. It sought the opin-
ion of the German government, which
voiced concerns about continuity of
supplies to the Eurofighter and Tornado
fighter jet programmes.

As Safran supplies a major competitor
— Dassault’s Rafale combat aircraft —
this could be a risk, it was suggested.
Italy went further. Rome warned Safran
might pursue “business logics not
aligned with the needs of . . . Italian
defence”.

But it makes no sense for Safran to
buy a business only to sabotage it. Yes,

one of the three Italian production lines
may be vulnerable when job guarantees
expire, according to insiders. But Safran
has to supply competing customers
without prejudice in all parts of its busi-
ness and thisis no different.

There is another possible explanation
for German and Italian reservations,
tied up with their respective roles in
Europe’s competing combat aircraft
programmes. Since the war in Ukraine,
governments are keen to ensure sover-
eignty in critical defence capabilities.
There are few systems as critical as flight
control and actuation, which manage
the manoeuvrability of an aircraft.

If Safran succeeds in acquiring the
Collins unit, much of the EU’s capability
in flight controls and actuation will be in
French hands, says a person with
knowledge of the Italian position. “The
Germans weren’t happy about that or
theItalians either,” he added.

The Franco-German combat aircraft
programme was stalled for a year as the
two countries fought over how to share
intellectual property arising from flight
control system development. Although
Microtecnica’s is not the same technol-
ogy, itis equally critical.

Italy may also be looking at the conse-
quences for its involvement in the UK-
Japanese-Italian Global Combat Aircraft
Programme. If Safran acquires Micro-
tecnica it could weaken Italy’s chances
for influence in this sphere, say insiders.

A compromise may still be reached.
That seems to be the pattern of many of
these Franco-Italian spats. If not, Safran
could explore buying everything but
Microtecnica. Whatever the outcome
though, the Microtecnica saga is proof of
just how difficult it will be to achieve
those European ambitions for a less
fragmented defence industry.
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BlackRock clients to be offered Al tools

Technology will help users
access data from money
manager’s risk platforms

BROOKE MASTERS — NEW YORK

BlackRock plans to roll out generative
artificial intelligence tools to clients in
January as part of a larger drive to use
the technology to boost productivity,
the $9.1tn asset manager told employees
yesterday.

The world’s largest money manager
said in a memo to staff that it had used
generative Al to construct a “co-pilot”
for its Aladdin and eFront risk manage-
ment systems. Clients would be able to

use BlackRock’s large language model
technology to help them extract infor-
mation from Aladdin.

Companies around the world are rac-
ing to use generative Al to create new
products and mine proprietary data for
financial advantage. BlackRock, which
already draws more than 8 per cent of
revenue from technology services, is
aimingto get ahead of its peers.

“GenAlI will change how people inter-
act with technology. It will improve our
productivity and enhance the great
work we are already doing. GenAl will
also likely change our clients’ expecta-
tions around the frequency, timeliness,
and simplicity of our interactions,”
according to the memo from Rob Gold-

stein, chief operating officer, Kfir
Godrich, chief innovation officer, and
Lance Braunstein, head of Aladdin
Engineering.

‘Generative Al will
improve our productivity
and enhance the great
work we are already doing’

BlackRock is also building tools to
help its investment professionals gather
financial and other data for research
reports and investment proposals, as
well as a language translator, according
to the memo. In January, it will start

deploying Microsoft’s Al add-on to
Office 365 productivity software.

Inall cases, the Alwould be producing
“first drafts” that must go through nor-
mal quality control, and all data would
remain inside BlackRock’s “walled gar-
den” rather than being shared with
users of open access generative Al pro-
grammes, the memo said. The firm also
aims to use the technology to democra-
tise coding more broadly.

BlackRock executives believe that
using Al this way will help the money
manager cut fixed costs and boost mar-
gins.

“Large language models and automa-
tion allow us to really scale the time and
energy of our people, such that we can

drive more productivity gains into 2024
and beyond,” Martin Small, chief finan-
cial officer, said at the Goldman Sachs
US Financial Services Conference on
Tuesday.

Other financial services companies
are also experimenting with AI tools
both internally and for clients. Several
banks offer AI-powered chatbots to help
customers manage finances.

Citigroup is using large language mod-
els to improve developer productivity
and test for software vulnerabilities —
but not for credit scoring or other appli-
cations that affect customer access to
financial products, chief executive Jane
Fraser said on Tuesday in prepared tes-
timony for a congressional hearing.

Technology

Musk’s xAl
secks $1bn

to challenge
ChatGPT

HANNAH MURPHY

Elon Musk’s artificial intelligence
start-up xAl is looking to raise $1bn in
equity, according to a filing with the US
securities regulator, as the billionaire
races to challenge rivals such as
OpenAlin the fast-growing field of gen-
erative AL

The company had already raised
$135mn from investors, the filing with
the Securities and Exchange Commis-
sion said. It is asking investors to putina
minimum of $2mn.

Generative Al companies — whose
technology can automatically generate
humanlike text and imagery — have
raised billions of dollars this year after
Microsoft-backed OpenAl released its
consumer chatbot, ChatGPT, to fanfare
in November 2022. Critics, however,
warn too much hype could create a pos-
sible bubble.

Musk was one of OpenATI’s co-found-
ers in 2015 but he left three years later.
OpenAl raised $10bn from Microsoft
this year, while Google recently commit-
ted to investing $2bn in Anthropic, a
start-up co-founded by former OpenAl
executives.

Other Silicon Valley companies such
as Mark Zuckerberg’s Meta have been
investing billions into their own in-
house Al products.

Musk launched XAl in July to “under-
stand the true nature of the universe”.

Last month, the group released its
first AI model, a “sarcastic” chatbot
called Grok, which has been trained on
X, the social media platform Musk
bought for $44bn a year ago. Grok will
be made available to certain premium
subscribers of X, who pay about $16 a
month.

Last month, Musk said that investors
in X would own 25 per cent of xAIL

He recently said that “AI will be able
to do everything” and render human
work obsolete.

However, he has also been critical of
the concept, signing up to a letter calling
for a pause on the development of
advanced Alsystems.

The fundraising efforts follow recent
chaos at OpenAl, with the recent unex-
pected removal then rapid return of its
chief executive Sam Altman. The rea-
sons for the tumult remain shrouded in
secrecy.

Axios first reported news of the xAI
fundraising.

Apple has been attempting to unwind its dependence on China for manufacturing and supply amid deteriorating Sino-US relations — iarees Monammed/epa-£re

Supply revamp
Apple targets
iPhone battery
shift to India

Apple wants batteries for its latest
generation of iPhones to be made in
India, as part of its effort to diversify its
supply chain and move manufacturing
out of China.

The company has told parts
suppliers of its preference to source
batteries for the iPhone 16 from Indian
plants, according to two people close to
Apple.

Battery makers such as Desay of
China had been encouraged to set up
factories in India, while Simplo
Technology, a Taiwan battery supplier,
had been asked to scale up production
in India, said three people familiar with
the situation.

“If all goes well with iPhone 16
battery supply, Apple plans to move
more iPhone battery production to

India,” said one of the people close to
the company.

An Indian minister this week said
that TDK, a Japanese supplier to Apple,
was setting up a 180-acre facility in
Manesar, Haryana, to build battery
cells for Indian-made iPhones. On X,
Rajeev Chandrasekhar, minister of
state for electronics and IT,
congratulated Apple, TDK and officials
for enabling the “goal of deepening
[the] electronics manufacturing
ecosystem in India”.

TDK said it had “begun construction
of a plant in India for part of the
battery production” and had plans to
start in 2025. Companies such as Desay
and Simplo package the electric cells
produced by TDK and their
counterparts into modules and send
them to assemblers such as Foxconn.

Apple has been trying to unwind
China dependence for manufacturing
and supply amid Sino-US tension. It
has steadily sought to increase
production in Vietnam and India but
has struggled to replicate the scale,
speed and in some cases quality of its
Chinese operations.

The latest push aligns with the
Narendra Modi government’s Make in

India drive, extending incentives to
companies willing to invest in
mobile phones, batteries and other
targeted sectors.

Apple made its latest iPhone 15 in
India and China at plants run by
Taiwan manufacturers Foxconn,
Pegatron and Wistron, which is
selling its mobile phone plant
outside Bengaluru to Tata.

Foxconn, Apple’s biggest supplier,
planned to invest more than $1.5bn
in a production facility in India,
according to a recent company
announcement.

Sector experts and officials said
Apple’s suppliers faced hurdles in
building India production. India in
2020 made stricter rules on
investment from countries with
which it shares a border after
clashes between Indian and Chinese
troops. Investment from these
countries must receive approval.

India is seeking investment to
bolster its economy and compete in
sectors such as electric vehicles and
semiconductors. However, its efforts
to attract funding from abroad for
industries such as electronics clash
with its tougher stance on China.

India has over the past year given
permission to Apple’s Chinese
component suppliers to set up
operations only after they secured
local joint venture partners.

Foxconn’s Chinese rival Luxshare
failed to secure New Delhi’s
approval for an expansion plan,
according to one official, and instead
announced a $330mn expansion in
Vietnam. Shenzhen-based battery
maker Sunwoda runs a factory in
Uttar Pradesh outside Delhi that
supplies batteries for Apple, which
was established before the
government introduced the
restrictions on Chinese investment.

Desay, a Chinese company that
has been supplying iPhone batteries
for years, might face obstacles when
seeking to establish new facilities in
India, according to officials and
industry insiders. “We have heard
about Desay, but I don’t think that is
happening. The Chinese are having
aproblem,” said one official.

Apple, Desay, Simplo and
Luxshare did not respond to
requests for comment. Qianer Liu
and John Reed; additional reporting by
Michael Acton and David Keohane

Oil & gas

Exxon to boost
spending on
crude output
and cleaner
energy unit

JAMIE SMYTH — NEW YORK
MYLES MCCORMICK — HOUSTON

ExxonMobil plans to drive up capital
spending over the next four years,
increasing oil and gas production and
raising outlays for its low-carbon
energy division after a period of self-
imposed austerity following a 2020
commodity price crash.

The largest US oil company by sales said
it expected annual capital and explora-
tion expenditure of $23bn-$25bn in
2024, rising to $22bn-$27bn from 2025
t02027. That compares with an outlay of
less than $23bn last year and previous
forecasts of $20bn-$25bn through 2027.

The increased spending will help the
US supermajor boost oil and gas produc-
tion by about 10 per cent to 4.2mn bar-
rels a day by 2027, as it raises invest-
ments in the Permian Basin in the US
south-west and Guyana. Exxon is in the
process of closing a $60bn deal for Pio-
neer Natural Resources, the biggest pro-
ducer in the Permian.

Spending on low-carbon projects is
forecast to total $20bn over the six years
between 2022 and 2027, a rise of $3bn
from the company’s previous plans.

“Our capex .. .reflects consistent
investment in our traditional businesses
and a growing set of high-return oppor-
tunities in lithium, hydrogen, biofuels

‘Our capex . . . reflects
consistent investment in
traditional businesses and
high-return opportunities’

and carbon capture and storage,” Dar-
ren Woods, Exxon’s chief executive, told
analysts yesterday.

Exxon said the US Inflation Reduction
Act law enacted in 2022 had helped to
make cleaner forms of energy more
attractive, although it said the pace of its
spending in this business would depend
on how policies, demand and markets
evolved.

The company’s additional low-carbon
investment would be focused on its nas-
cent lithium extraction venture and on
expanding its carbon management
business, which recently tacked on the
nation’s biggest carbon dioxide pipeline
network through the acquisition of oil
group Denbury.

Exxon shares were down 1.1 per cent
by mid-afternoon yesterday.

The US oil industry has focused on
maintaining capital discipline and
boosting shareholder returns in recent
years following a collapse in prices dur-
ing the pandemic, which caused a pull-
back in production growth. Analysts
said Exxon’s increased spending, which
does not include Pioneer’s capital
expenditure budget, could herald a shift
tomore sustained higher spending.

Biraj Borkhataria, analyst at RBC Cap-
ital Markets, said: “The overall capex
increase suggests that over the medium
term, once [Pioneer] is consolidated,
capex may drift higher, closer to $30bn
per annum, and [Exxon] will need to
convince investors on the merits of the
low-carbon spending from here, as typi-
cally investors have taken a more cau-
tious approach.”

Exxon said yesterday it would also
raise share buybacks to $20bn next year
because of increased cash flows and
earnings following the closing of its deal
for Pioneer. Exxon plans to repurchase
$17bn of its shares this year.

See Lex

Basic resources

Swiss charge Trafigura with Angola bribery

SAM JONES — BERLIN
TOM WILSON — LONDON

Switzerland’s federal prosecutor has
charged commodity trader Trafigura
with bribing foreign officials in Angola.

In a criminal indictment filed yesterday,
Trafigura and its former chief operating
officer Mike Wainwright were accused
of arranging about €5mn of bribes to an
Angolan government official between
2009 and 2011.

In return, the official, who was also
charged, authorised eight ship-charter-
ing contracts and one bunkering con-
tract that resulted in profits of $143.7mn
for Trafigura, according to prosecutors.

It is the first time Swiss prosecutors
have brought criminal charges against a
company for bribing foreign officials.

Trafigura said the charges were
linked to investigations by authorities in
the US and Brazil, revealing for the first
the time that it had made a provision of
$127mn in its 2023 accounts, due to be

filed tomorrow, to resolve a probe by the
US Department of Justice over past
“improper payments” in Brazil.

In a statement, Swiss prosecutors
alleged that Trafigura’s internal regula-
tions and culture “[were] not in con-
formity with international standards on
preventing and combating corruption”.
The failings went up to the “highest
level” of the company, it said.

“We sincerely regret these incidents
which breached our code of conduct and
are contrary to our values,” Trafigura
chief executive Jeremy Weir said.

The Swiss charges come as Trafigura
is already in court in London in a high-
profile dispute with a former customer
over a multi-million-dollar trading
fraud, in which the commodities trader
claims it was a victim.

Swiss prosecutors accuse Wainwright,
who was not named in the indictment,
of approving bribes to the Angolan offi-
cial, who was also not named, including
€4.35mn paid to a bank account in

Geneva and $600,000 paid in cash in
Angola.

The official allegedly concerned was
chief executive of Sonangol Distribui-
dora, a subsidiary of Angola’s state-
owned oil company Sonangol, which is
responsible for marketing and shipping
the African nation’s petroleum prod-
ucts. The official could not be reached
for comment.

A third unnamed individual — a
former Trafigura employee — was
accused of facilitating the bribe pay-
ments via an offshore entity.

Trafigura said it had been willing to
resolve the probe and would “defend
itself” in court. It had “significantly
enhanced” its compliance processes
since the period in question, itadded.

Wainwright joined Trafigura in 1996.
He served as chief operating officer
from 2008 until April of this year.
Trafigura said Wainwright “rejects the
charges against him”. He could not be
reached for comment.

Automobiles

VW audit finds no forced labour at China plant

PATRICIA NILSSON

Volkswagen has said that an audit of its
plantin Xinjiang, the region of China at
the centre of accusations of human
rights abuses, has found no indications
of the use of forced labour.

The German company this summer
announced it would commission an
independent review of the plant, follow-
ing persistent complaints from inves-
tors and human rights groups. The facil-
ity carries out quality checks for cars
soldin the region and is run by VW’s Bei-
jing-owned joint venture partner SAIC.

“We could not find any indications or
evidence of forced labour among the
employees,” said Markus Loning, man-
aging director and founder of the Ger-
man human rights and corporate
responsibility consultancy Loning,
which accompanied an unnamed Shen-
zhen-based law firm that carried out
“the actual audit execution”.

Loéning, who used to serve as Ger-

many’s human rights commissioner,
said the team had conducted 40 inter-
views at the Urumgi-based factory that
employs 197 people and been allowed to
“freely” inspect the factory, but added
that “the situation in China and Xin-
jiang and the challenges in collecting
data for audits are well known”.

Critics of VW’s decision to maintain
its plant in Xinjiang — a region where
China has been accused of using forced
labour as well as the mass internment of

The German group commissioned a
review of its factory in Xinjiang

local populations in detention camps —
have questioned how freely any auditor
would be able to carry out a politically
sensitive job at a plant run by a Chinese
state-owned company.

China has recently cracked down on
consultancy and auditing firms, and in
March raided due diligence firm Mintz,
partially because of its work in Xinjiang.

Loning noted the employees of the
Xinjiang plant had “little to do”, high-
lighting how VW has found itself in a
position where it would risk angering
Beijing and Chinese consumers by walk-
ing away from the factory. These have in
the past boycotted brands that respond
to reports of human rights abuses in
Xinjiang.

VW is fighting for its position amid
growing competition from domestic
brands such as BYD. Manfred Déss,
VW'’s board member responsible for
integrity and law, said: “We will con-
tinue to take any indications of human
rights violations very seriously.”
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Investors turn backs on Inclusive’s ESG mission

Activist Ubben cites loss of confidence as he winds down fund manager that sought to drive change at businesses in need of reform

ORTENCA ALIAJ, ANTOINE GARA AND
PATRICK TEMPLE-WEST — NEW YORK
Earlier this year activist Jeff Ubben pre-
dicted that the first model of the envi-
ronmental, social and governance
investing movement would eventually
disappear.

It was a surprising claim for an inves-
tor who just three years before had
launched a hedge fund inspired by
Rachel Carson’s landmark environmen-
tal book, Silent Spring. But Ubben also
predicted that firms like his, which typi-
cally buy stakes in non-ESG friendly
companies in an attempt to drive
change from within, would succeed.

“Those of us who look more at the
ambiguity of the situation and took on
the challenge of fundraising with an ESG
fund that owns Exxon, for instance, our
returns are going to be better,” he said
on a podcast in March. “Over time,
everybody is going to invest this way.”

Instead, Ubben last week told inves-
tors that his Inclusive Capital Partners
would wind down and return cash to
investors. Inclusive’s website, which fea-
tured a quote from Carson’s book, has
become inaccessible.

It marks the demise of an environ-
mental and social investing fund
launched with high hopes and publicity
in 2020. Ubben founded Inclusive after
more than two decades as head of Value-
Act Capital, one of Wall Street’s best-
known activist funds. Inclusive grew to
$2.3bn of regulatory assets this year,
according to filings, far short of the $8bn
Ubben hoped toraise.

“We acknowledge that many inves-
tors have likely lost confidence in
the . . . investment strategy and/or our
ability to successfully execute that strat-
egy,” Ubben wrote in aletter last week.

Ubben co-founded ValueAct in 2000,
mixing value investments in misunder-
stood midsized public companies with a
focus on shareholder activism. But
Ubben avoided highly charged public
battles waged by activists such as Carl
Icahn, choosing instead to work behind
the scenes to build influence.

ValueAct grew to more than $15bn in
assets in the years after the 2008 finan-
cial crisis, as low public valuations and
institutional investors, frustrated by a
stretch of poor stock market returns,
piled into funds that sought to hasten
corporate change. One of its biggest
wins was at Microsoft, where ValueAct
gained aseat on the board.

By 2017, Ubben had handed off most
of his investments to other ValueAct
partners and began to focus on sustaina-
bility investments. He spun out Inclu-
sive from ValueActin 2020.

Inclusive blamed its closure on public
markets, saying they had not rewarded
its mission.

But several people familiar with the
fund’s workings said Ubben had alien-
ated the ESG community by investing in
companies that would not traditionally
fall into that bracket, including oil
supermajor ExxonMobil and German
conglomerate Bayer, which has been
embroiled in litigation over its weed-
killer Roundup. Ubben, who this week
was attending the UN climate summitin
Dubai, declined to comment.

“We were perplexed by their publicly
announced ESG investment in Bayer,”
said Michael Weinberg, adjunct profes-
sor of business at Columbia Business

¢ School, who knows the hedge fund well. ~ Jeff Ubben,
T}_le,re was “To us, that would be akin to callinga  founder of
thisidea sweetened soda, doughnut or potato  hedge fund
that chip company as ESG friendly.” Inclusive Capital
. The strategy for Inclusive was to push ~ Partners,
mvestors companies to tackle environmentaland ~ acknowledges
91f socialissues to create bigreturns, Ubben  many investors
were Wﬂhng said in 2020. Attacking global warming,  have probably
to fOI'gO for example, “that’s like a 10 times your  lost confidence
returns in money deal” for companies with suc-  in the firm’s
cessful solutions, he said. investment
favour of He partnered with Lynn Forester de  strategy that
] Rothschild, who had previously started ~ saw it bet on
POSlthe the non-profit group Coalition for Inclu-  the likes of
lmpaCt. sive Capitalism, which seeks to value =~ ExxonMobil
0 companies on environmental or social T moniage/Reuters
Thatis I}Ot measures. But de Rothschild left the
the case fund in May without an announcement

and no explanation was given for her
departure. She declined to comment.

San Francisco-based Inclusive did not
fit neatly into a “clear bucket” for insti-
tutional investors, said Robert Eccles,
an Oxford university professor. It was
not easily classified as a sustainability
“impact” fund, which tended to focus on
private assets, and it was not an activist
hedge fund, he said. This murky space
was likely to have made it difficult to
raise cash, he added.

Ubben also had a tense relationship
with environmentally conscious inves-
tors. He previously told the Financial
Times that Inclusive did not have any
ESG investors, adding that the move-
ment “is kind of a virtue-signalling exer-
cise for asset owners”. In the same
breath he urged those same investors:
“Donot cancel me.”

Personal goods

Natura considers sale of Avon International

IVAN LEVINGSTON — LONDON
MICHAEL POOLER — SAO PAULO

Brazilian cosmetics company Natura
has explored offloading most of its
Avon brand’s international business, as
the group unwinds high-profile acqui-
sitions to focus on its home region.

The Sao Paulo-based group, which has
already struck deals to sell luxury cos-
metics brand Aesop and The Body Shop
this year, has considered exit strategies
including a divestment of Avon Interna-
tional, according to people familiar with
the discussions.

Natura, which does not own Avon in
the US, is combining the brand’s opera-
tions in Latin America with its own busi-
ness, leaving a question mark over the
future of Avon International, which
spans Europe, the Middle East and
Africa, and Asia Pacific.

Natura declined to comment.

Famous for its door-to-door sellers of
make-up and skincare products, Avon
Products was purchased by Natura in a
$2bn all-stock deal in 2019, as part of an
expansion plan that transformed it into
the fourth-largest pure-play beauty
group. But Natura is retrenching these
global ambitions through divestments
following disappointing financial results
andafallinits sharesinrecent years.

Luxury Australian brand Aesop was
sold to L’Oréal for $2.5bn in April and

The activist wanted to distinguish
between what he referred to as “ESG
1.0”, screening companies that meet
certain criteria, and “ESG 2.0”, where an
investor worked with companies to
reduce harm.

“That’s really where Inclusive
started,” he said in the podcast this year.

“We were unafraid to buy things that
were boycotted, also because those
stock prices tended to be low, and that’s
kind of the currency with which we
work.”

But many of the Inclusive’s bets have
struggled. Electric-truck maker Nikola,
which went public in 2020, later settled

fraud charges with the US Securities and
Exchange Commission. Company
founder Trevor Milton was convicted of
three counts of fraud in October 2022.

Ubben has also been a big backer of
Enviva, the world’s largest producer of
wood pellet fuel.

Inclusive’s first regulatory filing as an
independent hedge fund showed a
$220mn stake in Enviva, making the
company its largest investment at the
time. Ubben joined its board in 2020
and stood by the company when a short
seller published a report accusing it of
“flagrantly greenwashing its wood pro-
curement”.

Enviva’s share price has declined by
98 per cent this year. Inclusive recently
sold more than 2mn Enviva shares for
just over $1 a share, while Ubben
resigned from its board on November
28.

Areview of Inclusive’s holdings shows
that some of its biggest sustainable
investments, such as vertical farming
start-up AppHarvest and sustainable
fibre company Unifi, lost most of their
value after the hedge fund’s initial pur-
chases.

One lawyer who has worked with a
group targeted by Inclusive said its envi-
ronmental and social positioning ena-
bled certain companies to give the fund
a board seat and say that they were
aligned with ESG values.

Exxon appointed Ubben to its board
in 2021 to try to fend off a proxy battle
from activist Engine No. 1, which had
targeted the oil major over its exposure
to the threat of climate change.

Inclusive started selling down its
stake in Exxon on the day it announced
its closure last week, regulatory filings
showed, so far disposing of $216mn
worth of shares.

Inclusive’s inability to define itself left
it vulnerable amid a broader investor
pullback from ESG funds, said people
familiar with the firm. “There was this
idea that investors were willing to forgo
returns in favour of positive impact.
That is not the case,” one fellow ESG
fund manager said.

last month Natura agreed to sell The
Body Shop to private equity firm Aure-
lius for a fraction of the price it paid in
2017, after failing to turn round the for-
tunes of the ailing UK ethical retailer.

Last week, Avon International
announced a leadership change that
would see chief executive Angela Cretu
step down, to be replaced by chief mar-
keting officer Kristof Neirynck at the
start of next year.

Because Avon International has dif-
fering product lines and varying per-
formance in the more than 70 countries
where it is present, a sale of its opera-
tions in a single package may prove
tricky, according to bankers with
knowledge of the business. One option

Avon pioneered direct-selling of
products including lipsticks

discussed was spinning the unit off into
a separate listed entity, according to a
person familiar with the matter.

While Avon pioneered a direct-selling
model in cosmetics — embodied by its
doorstep Avon Lady sellers — it has lost
market share to savvier competitors as
the rise of social media disrupted the
cosmetics business.

Net revenue at Avon International fell
to about R$1.46bn ($295mn) in the
third quarter, down 2.3 per cent year on
year on a constant currency basis, with
higher pricing offsetting an expected
shortfall in Avon sellers.

Although the unit posted an adjusted
earnings margin of 8 per cent in its latest
quarter, analysts at S&P Global Ratings
said in April that “Avon continues to
underperform in the third year of the
turnaround since its acquisition”. In
place of growth, Natura’s management
is now focused on boosting profitability
and cash generation as well as reducing
debtlevels.

A crucial pillar of its turnaround plan
is the integration of its eponymous busi-
ness — known in its homeland for sourc-
ing sustainable ingredients from the
Amazon rainforest for its shampoos and
creams — with Avon’s Latin American
operations. While Natura’s share price
has rallied about 60 per cent this year,
the shares are still down sharply from a
peakinJuly2021.
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Interpath hit by second £10mn loss in a row

Former restructuring unit
of KPMG suffers rise in
staff and financing costs

SIMON FOY

Interpath Advisory, KPMG’s former UK
restructuring division, has fallen to its
second consecutive annual loss since
breaking away from the Big Four firm,
despite arise in companies in distress.
Pre-tax losses at the private equity-
backed business widened to £10.6mn
during the 12 months to March, com-
pared with a £10.2mn loss a year earlier,
following a rise in staff and financing
costs. Revenues rose by more than a
fifth to £142.6mn during the period.

Blair Nimmo, chief executive of Inter-
path, said the restructuring market had
“not turned out to be quite as hot as peo-
ple thought it would be” despite rising
interest rates squeezing companies’
finances.

KPMG sold the insolvency and
restructuring business to private equity
group HIG Capital in 2021. The deal was
one of several recent examples of pri-
vate equity firms investing in the profes-
sional services industry.

In 2021, Deloitte sold its restructuring
unit to Teneo, which is backed by buy-
out group CVC. This year, Deloitte also
offloaded its UK pensions advisory divi-
sion to Isio, the private equity-backed
business spun out of KPMG in 2020.

‘While spinning out divisions into sep-

arate entities frees them from conflict of
interest restrictions within the Big Four
audit and consulting firms, some part-
ners are sceptical of the benefits against
theloss of internal referrals of work.

Restructuring market
had not turned out to be
quite as hot as people
thought it would be’

Revenues at Interpath’s restructuring
business rose 2.6 per cent to £115.6mn
during the year to March. The modest
growth came despite a significant jump
in businesses in distress, with company
insolvencies in England and Wales hit-

ting a13-year high in 2022 amid soaring
interestrates.

Nimmo, an ex-KPMG veteran, said
growth in restructuring was “disap-
pointing in the context of the market,
which we thought we might be in”.

He added: “In the restructuring mar-
ket there have been so many false
dawns. We are getting progressively
busier . . . but doIsee some sort of ava-
lanche [of activity]? No,Idon’t.”

Headcount at Interpath has risen
from 550 since the company separated
from KPMG to about 740 today, pushing
up staff costs 25 per cent to £89mn dur-
ing its latest financial year. The highest
paid director received £1.02mn for the
year to March, according to the
accounts.

Interpath expanded internationally
during the period, opening three offices
in Ireland and acquiring Kalo Carib-
bean, which operates in the British Vir-
ginIslands and the Cayman Islands.

Nimmo said Interpath was looking at
opportunities to expand into continen-
tal Europe and the US, which could
include further acquisitions.

Financing costs also rose 44 per cent
to £18.8mn, with Nimmo saying
“investment has required some addi-
tional facilities to be used”. He added: “If
you're growing at the pace that we are,
then the P&L does manifest itself in cash
requirements.”

Sales at Interpath’s advisory business
climbed to £26.9mn, up from £2.8mn a
year earlier.

Financials

Coventry bid
would return
Co-op Bank to
mutual status

AKILA QUINIO

The UK’s third-largest building society
by assets has submitted a bid for
Co-operative Bank in a deal that would
return the private equity-owned
lender to mutual ownership, according
to people familiar with the talks.

Coventry Building Society has made a
non-binding offer that values the lender
at more than £700mn, one of the people
said. A deal would result in a merged
group with about £90bn in assets.

Sky News first reported the Coventry
bid.

Coventry, which has about 2mn mem-
bers, said: “We remain open to opportu-
nities that may enhance the value and
services we offer to our current and
future members, but we don’t comment
onany public speculation.”

Co-op Bank declined to comment.
The bank began an auction process this
year and said last month that it was
“exploring potential strategic opportu-
nities, the assessment of which is cur-
rently ata preliminary stage”.

The high street lender had attracted
interest from other suitors, including
specialist lender Shawbrook and con-
sumer credit group NewDay, one person
familiar with the talks said.

Shawbrook’s cash and equity offer
valued the Co-op Bank at about
£600mn. Aldermore, another lender,
entered talks before withdrawing, the
personadded.

The Co-op Bank, which is backed by
US-based investors including Bain Capi-
tal Credit and JC Flowers, was previ-
ously involved in several failed transac-
tions. US private equity firm Cerberus
approached the group about a buyout in
2020, while the bank’s efforts to merge
withrival lender TSB were thwarted the
following year.

A deal would cap a turnaround in for-
tunes for the Co-op Bank, which ran into
trouble after its takeover of Britannia
Building Society in 2009. The deal
exposed the lender to a pile of bad loans
and led to the discovery of a £1.5bn capi-
tal shortfall. Bondholders took control
ina£700mnrescue deal in2017.

The group returned to an annual pre-
tax profit in 2021, and reported £81mn
in pre-tax profit in the first nine months
of this year.

Regulation

Air France, Lufthansa and Etihad ads banned

PHILIP GEORGIADIS

The UK advertising watchdog has
banned adverts by three airlines as
part of a crackdown on companies
overstating their environmental cre-
dentials.

The Advertising Standards Authority
said yesterday that recent adverts on
Google by Air France, Lufthansa and
Etihad had breached the UK advertising
code by “giving a misleading impression
of the advertiser’s environmental
impact”.

Among astring of recent enforcement
actions on environmental grounds, the
ASA earlier this year also banned
adverts by a group of oil and gas compa-
nies.

Air France’s advert said the airline “is
committed to protecting the environ-
ment: travel better and sustainably”,
but the ASA said it could find no “evi-
dence demonstrating that Air France
were protecting the environment and
making aviation sustainable”.

In Lufthansa’s case, the regulator said
the airline had not properly explained a

Chip boost
Pragmatic
wins £182mn
Investment

Pragmatic Park in Durham. The
company hopes to build eight
manufacturing lines in the UK
over the next five years

Pragmatic Semiconductor, a
Cambridge-based manufacturer of
flexible circuits, has secured the largest
venture financing for a European chip
company and will expand its
production facility in north-east
England.

The £182mn funding sets
Pragmatic on course to become the
UK’s biggest semiconductor maker by
volume, overtaking Newport Wafer
Fab in Wales.

Pragmatic develops and
manufactures flexible integrated
circuits, which use substrates made of
polymers instead of silicon, to create
chips for smart and digital packaging
that can be used to track and trace
goods through a supply chain.

“It’s an exciting opportunity for the
UK semiconductor industry to play a
role in the diversification of the supply
chain,” said David Moore, a former
Intel and Micron executive who took
the helm at Pragmatic this year.

“This here is a proof point of being
able to be a UK company with UK

claimin its advert that customers could
“fly more sustainably”.

The airline said this was a reference to
its Green Fares option, which offers pas-
sengers the chance to reduce their envi-
ronmental impact through a mix of
cleaner fuels and carbon offsets.

Etihad’s advert claimed that custom-
ers could travel “with . . . total peace of

Advertisements gave
‘amisleading impression
of the advertiser’s
environmental impact’

mind” and mentioned the airline’s
“environmental advocacy” but in a way
that meant consumers could use their
services with “Total Peace Of Mind with
regard to the environmental impact of
doingso”.

Lufthansa and Etihad have removed
their adverts following the ASA’s action.
ASA said that Air France had not “pro-
vided a substantive response” to its
inquiries.

Lufthansa pointed out that it had set
itself “ambitious” decarbonisation
goals, and that it “regretted” the advert
in question had not provided more
details on its sustainability claims.

The aviation industry is under grow-
ing scrutiny over its role in climate
change and is responsible for about
2 per cent of global carbon dioxide
emissions.

Aviation emissions rose in 2022 to
reach nearly 80 per cent of their pre-
pandemic peak in 2019, according to
data from the International Energy
Agency.

Emissions are expected torise further
as the industry recovers from the
impact of the pandemic and travel
restrictions.

The International Air Transport
Association, which represents airlines,
has committed to reaching net zero by
2050, chiefly by switching to newer and
less-polluting fuels. But as yet these are
scarce and expensive.

Air France-KLM and Etihad did not
immediately respond to a request for
comment.

talent with UK investors and building
out semiconductor manufacturing in
the north-east of England and creating
hundreds of well-paid jobs as a result,”
the chief executive added.

The equity deal values 13-year-old
Pragmatic at about £500mn, including
new capital raised. The company has
received an initial £162mn of the total,
with a further £20mn extension lined
up, mostly from UK-based investors.

The round is led by fund manager
M&G Investments and UK
Infrastructure Bank, the state-owned
development bank. Other participants
include Northern Gritstone, the
investment fund founded by a trio of
northern English universities; tech
start-up investor Latitude; British
Patient Capital, part of the
government-owned British Business
Bank; and Prosperity7 Ventures, part of
Saudi energy group Aramco.

Michelle Donelan, technology
minister, called the investment “a
pivotal step in our work to build a
stronger future for the UK’s

semiconductor industry, by
doubling down on British strengths
in research and design”.

Production at Pragmatic’s first
300mm wafer fabrication facility in
Durham is set to begin before the
year-end and the latest investment
will fund the deployment of two new
lines. The company hopes to build
eight such lines over the next five
years, each capable of producing
billions of chips a year at full
capacity.

Shortages of key electronic parts
during the pandemic and escalating
tensions between the US and China
over chips have highlighted the need
for greater supply chain
diversification to many countries.

While the US and EU have
launched policies promising tens of
billions of dollars to chipmakers
that build production facilities in
the west, the UK government has
taken a narrower approach with its
£1bn semiconductor strategy,
unveiled in May. Tim Bradshaw

Financials

Financials

Hedge fund
trader and
key suspect in
Cum-EXx saga
extradited

RICHARD MILNE — OSLO
SIMEON KERR — DUBAI

A British hedge fund trader who is the
chief suspect in the Danish part of the
sprawling Cum-Ex dividend scandal
has been extradited from Dubai to
Denmark to face criminal charges.

Sanjay Shah, who is accused of defraud-
ing Denmark of about DKr9bn ($1.3bn),
landed in Copenhagen yesterday, mark-
ing the end of an extradition battle a
year after he was arrested in Dubai.

“Today is a very good day to be minis-
ter of justice,” said Peter Hummelgaard
in Copenhagen. He added: “The divi-
dend case is an important one for Den-
mark, and one of the largest and most
serious criminal fraud cases. It is our
public money, our welfare state and our
trust-based society that are at stake.”

Denmark, Germany, Italy and France
are among the European countries
hardest hit by the Cum-Ex scandal, in
which governments were duped into
refunding billions of euros of dividend
taxes that had never been paid.

Shah denies any wrongdoing, insist-
ing that he exploited loopholes in Dan-
ishlaw to receive the money.

“The extradition process has been
slow, opaque and haphazard . . . We are
relieved that the uncertainty is now
over and that Sanjay Shah is finally on
his way to Denmark,” his Danish law-
yerssaid earlier yesterday.

Lars Lokke Rasmussen, Denmark’s
foreign minister, said it had taken a
huge diplomatic effort to ensure Shah
could stand trial, including the signing

‘With the extradition we are
sending an important signal
you cannot achieve

impunity by staying abroad’

of an extradition agreement last year
between the Scandinavian country and
the United Arab Emirates.

“With the extradition we are sending
an important signal that you cannot
achieve impunity by staying abroad,” he
added.

Denmark alleges it was defrauded a
total of DKr12.7bn in the Cum-Ex scan-
dal, and has brought charges against
nine people. Skat has also brought a
£1.4bn civil lawsuit in London against
more than 100 financial institutions, as
well as Shah and Patterson, for lost tax
payments that the Danish tax authority
says represent the proceeds of unlawful
reclaiming of tax from 2012 to 2015.

Prosecutors in Germany are investi-
gating 1,500 people over the scandal in a
long-running investigation involving
bankers and lawyers from many firms.

The former global head of tax at
Freshfields Bruckhaus Deringer, Ulf
Johannemann, was told this week by a
judge in Frankfurt that it was “highly
likely” he would be found guilty of aid-
ing and abetting fraud. Johannemann,
who has not yet addressed the allega-
tions in court, could face alongjail sen-
tence if found guilty by five judges.

Shah’s extradition marks a success for
the UAE, which has been boosting
efforts to co-operate with international
law enforcement over money launder-
ing. The UAE was in 2022 placed on the
Financial Action Task Force’s so-called
grey list of countries requiring en-
hanced monitoring for laundering.

Bol faces hit on City landmark No 1 Poultry

JOSHUA OLIVER AND ROBERT SMITH
LONDON
SONG JUNG-A — SEOUL

Bank of Ireland is racing to avoid a loss
on aloan against No 1 Poultry, the post-
modern pink block that houses City
restaurant Coq d’Argent, in a sign of the
extent of the challenges for the London
office market.

The lender has hired advisers to sell the
£90mn loan secured against the build-
ing, which sits in a prime location oppo-
site Mansion House and the Royal
Exchange. But the highest bids received
so far are in the mid-£70mns, according
to people familiar with the matter,
although the bank is still hoping to drive
the price higher.

Bol declined to comment.

No 1 Poultry marks a rare case in the
London market where an imminent
loan maturity and the fall in the build-
ing’s value leave not only the owner but
alsoitslenderslooking atlosses.

Wells Fargo took a hit after another
City office sale was agreed in October,
according to React News, and two

Canary Wharf buildings entered receiv-
ership this year. Office values in London
have tumbled as interest rates hammer
commercial property prices and work-
ing from home cuts into companies’
need for space. Vacancy rates in London
hit a 20-year high in the third quarter,
according to data provider CoStar.

Top modern buildings with good sus-
tainability credentials are still in

Bank of Ireland has
hired advisers to
sell the £90mn
loan secured
against the home
of Coq d’Argent

demand, but older blocks can struggle.

No 1 Poultry’s owners, South Korean
financial group Hana Alternative Asset
Management, acquired the building on
behalf of its investors for £185mn in
2018. The property is currently valued
at about £135mn, the sale document
sent to potential debt investors shows,
although formal valuations tend to lag
behind market pricing.

Hana said they were still seeking to
refinance the loan ahead of a maturity
next week, and to improve the build-
ing’s profitability.

“We will continue to normalise our
assets through consultation with senior
lenders and mezzanine lenders,” the
company said.

The office space is let to WeWork, on a
15-year lease signed in 2018. The shared
office provider accounts for roughly
85 per cent of No 1 Poultry’s annual rent,
according to a presentation sent to pro-
spective bidders.

‘WeWork, which filed for bankruptcy
in the US last month, has been trying to
renegotiate or cancel some of its leases.
But the lease to WeWork is guaranteed
by an entity not included in the US
bankruptcy, according to the loan sale
documents.

The falling value of No 1 Poultry has
caused issues for Hana. In 2021, one of
the South Korean group’s investors,
Daishin Securities, provided a £16mn
mezzanine loan to pay down a chunk of
Bol’s loan after Hana breached one of its
covenants.
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Fixed income. Offshore bonds

China’s investors drive rally in
local government dollar debt

Domestic buyers are attracted
to high yields and faith in an
implicit guarantee by Beijing

HUDSON LOCKETT AND CHENG LENG
HONG KONG

Chinese investors are buying up the
high-yielding dollar bonds of the coun-
try’s cash-strapped local governments,
spurred on by a renewed belief in Bei-
jing’s implicit guarantee of the debt and
ahunt for returns.

The gains for bonds issued in interna-
tional markets by local government
financing vehicles — investment entities
that raise debt to fund spending on
infrastructure and other projects —
reflect Chinese financial institutions’
demand for higher yields. These inves-
tors have faced a lack of attractive
options in the country’s flagging
onshore stock and property markets
thisyear.

Despite selling pressure from interna-
tional investors worried about defaults,
demand from Chinese buyers has
pushed the average yield on debt in the
iBoxx China LGFV high-yield dollar
bond index down about 1.5 percentage
points over the past month to 9.3 per
cent. Yields fall as bond prices rise.

Analysts said recent refinancing sup-
port from the central government had
mitigated the perceived danger of hold-
ing LGFVs’ dollar bonds compared with
the same entities’ onshore debt, which is
widely seen by investors as being safer
inthe event of default.

“At the beginning of the year people
were very scared about the property
spillover, but they’ve realised that the
central government doesn’t want the
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"

property sector and local governments’
fiscal health to deteriorate at the same
time,” said George Sun, head of global
markets for greater China at BNP Pari-
bas.

“Last year investors weren't focused
on dollar LGFV bonds, but now we’re
seeing more coming back to the market,
including some regional investors based
in Singapore,” he added.

Enormous debts accumulated by
China’s provinces and cities have
become a pressing problem for policy-
makers this year, with many bonds
issued by indebted provinces such as
Guizhou coming close to default. China
LGFVs have outstanding onshore bonds
of more than Rmb15tn ($2.1tn) as of the
end of November, while its outstanding
offshore bond size is about $95bn,
according to information provider
Wind.

That has alarmed global credit inves-
tors with large holdings of onshore and
offshore LGFV bonds. Although no
LGFV bonds on public markets have
ever defaulted, foreign investors
showed little appetite for their debt in

the first half of this year, with yields ris-
ingsharply.

However, since July, Beijing has dis-
patched financial experts to scrutinise
the books of local governments and find
ways to cut their debts, including
arranging more debt swaps and credit
support from state banks.

The repayment pressure faced by
local governments has also been eased
by Beijing’s moves to allow them to sell
an additional Rmb1.4tn of so-called spe-
cial purpose bonds so far this year to
help with refinancing, according to Sun.
That is in addition to issuance of
Rmbltn in sovereign debt from the cen-
tral government, which was raised with
the stated purpose of helpinglocal econ-
omies recover from natural disasters.

Inrecent months refinancing support
has helped lower the difference in yield
between LGFVs’ onshore renminbi
bonds and central government bonds.
Since the start of this year, the average
so-called spread of three-year LGFV
bonds over same-maturity Chinese
Treasuries has fallen by more than half
tojust 0.7 percentage points.

Local governments’ dollar bonds rally as default fears fade ‘
iBoxx China LGFV high-yield dollar bond index, average yield to maturity (%)
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A housing But offshore spreads remain far
construction wider, encouraging Chinese investors to
project in hunt for bargains on higher-yielding
Guizhou dollar bonds from issuers they know
province. and whose credit profiles they are com-
Investors have fortable with.
faced alack of “Some foreign investors are dumping
options in LGFV bonds offshore at a relatively
China’s flagging attractive price, [bonds] which in our
onshore stock view would definitely be paid in full,”
and property said one Hong Kong-based fixed-
markets this income trader at a state bank. “Besides,
year — il shen/ if the same local government vehicle is
Bloomberg offering higher yield on its offshore
bonds than onshore, why pass up such a
good chance to buy more?”

The confidence among Chinese inves-
torsis based on a strong and widespread
belief in Beijing’s implicit guarantee of
local governments’ debt and expecta-
tions that the offshore market will
remain key to fundraising and refinanc-
ing for many LGFVs.

In contrast with Chinese developers,
who are now completely frozen out of
international bond markets, LGFVs
have issued more than $4.6bn of dollar
bonds this year, about $720mn of which
was sold in the past month, according to
data from Dealogic.

“Our baseline scenario is that there

. . will be no LGFV default, because the
There will government will provide a strong
beno LGFV implicit guarantee,” said Zhu Haibin,
chief China economist with JPMorgan.
default, But BNP Paribas’s Sun warned that
because the the scale of repayment obligations
remained daunting, with outstanding
government LGFV bonds totalling about Rmb60tn.
will provide “Yes, there’s been a few trillion ren-
minbi refinanced, but there’s alot more
a Stl‘OHg to go,” Sun said. “The real question is
ll’np]lClt whether there will be enough additional
s fiscal stimulus or special bonds or loans
guarantee issued to refinance the remainder.”

Crypto

SocGen scores
banking first
with launch
of stablecoin

NIKOU ASGARI

Société Générale was set to launch its
own stablecoin on a cryptocurrency ex-
change yesterday, becoming the first big
bank to offer digital tokens tracking the
price of hard currencies to a range of
investors.

France’s third-largest bank was to
debut trading of its stablecoin, EUR
CoinVertible, on Bitstamp, based in
Luxembourg.

The move marks a step for a tradi-
tional financial institution into a part of
cryptocurrency trading dominated by
specialist digital asset firms.

Stablecoins are facing increasing
attention from regulators, with the UK
last month setting out proposals to bring
the tokens into the real economy.

Stablecoins are a form of digital cash
that track sovereign currencies and
make it easier for traders to buy and sell
in the market. The majority of trading in
crypto, such as bitcoin, is done through
stablecoins tied to the US dollar.

The $130bn market is dominated by
British Virgin Islands-registered Tether
and the US’s Circle, which have faced
questions over audits of the reserves
that back their tokens. SocGen said that
EUR CoinVertible would be fully backed
by euros.

“The crypto ecosystem is highly con-
centrated on a few existing stablecoins,

Itis astep for a traditional
financial institution into a
part of trading dominated
by digital asset specialists

90 per cent denominated in US dol-
lars . . . We definitely think that there
is a place for a bank in this field and
there is a place for a euro stablecoin,”
Jean-Marc Stenger, chief executive of
SocGen Forge, the bank’s digital assets
unit, said.

While some large investment banks
such as JPMorgan have their own stable-
coins, they are only available to small
groups of institutional clients. In con-
trast, SocGen’s stablecoin will be widely
available for trading.

Stenger said the bank hoped its sta-
blecoin would be used to settle trades in
digital bonds, funds and other assets as
traditional financial institutions
explored digital ledgers.

“The best way to channel interest is to
grow in the usual route and venue which
you use in the crypto industry, which is
to have your product listed on a crypto
exchange,” he said.

Mica, the EU’s flagship digital assets
regulation, comes into force next year,
and Stenger said that SocGen’s stable-
coin was built to align with the rules,
adding that “very few stablecoins are
compliant with Mica”.

Asset managers and banks are increa-
singly exploring tokenising assets such
as bonds and funds, which require digit-
al cash, but the market is small.

The UK Treasury and Financial Con-
duct Authority last month gave fund
managers the green light to tokenise
their funds as long as they contain
“mainstream” assets.

Crypto

Binance boss maintains predecessor’s
stance and declines to reveal HQ site

SCOTT CHIPOLINA
AND NIKOU ASGARI

Binance’s chief executive refused to
disclose the location of the cryptocur-
rency exchange’s headquarters, main-
taining a stance taken by his predeces-
sor before the group pleaded guilty to
US criminal charges.

Richard Teng replaced Changpeng Zhao
as head of Binance last month, after
Binance entered guilty pleas to charges
related to money-laundering and inter-
national sanctions violations.

Zhao resigned after pleading guilty to
a charge relating to failure to protect
against money-laundering. Zhao had
long insisted that Binance had no global
headquarters.

Teng declined to reveal where the
exchange was based. He also said that
Binance had undergone audits in juris-
dictions where it was regulated, but
declined to name the audit firms
involved.

“Why do you feel so entitled to those
answers?” Teng said at the FT Crypto
and Digital Assets Summit in London.
He added that the company provided
the necessary information to regulators.

“Is there a need for us to share all of this
information publicly? No.”

Binance agreed to pay $4.3bn in pen-
alties to resolve the US criminal charges
and a civil case brought by the US Com-
modity Futures Trading Commission.
Kristin Johnson, a CFTC commissioner,
said on Tuesday that she hoped the
heavy penalties would bring “order and
structure”.

Another civil case from the US Securi-
ties and Exchange Commission remains
unresolved.

Richard Teng: ‘Why do you feel
so entitled to those answers?’

Teng, a former regulator in Singapore
and Abu Dhabi, previously served as
Binance’s global head of regional
exchanges.

He said the company’s European
headquarters was in France and the
Middle East headquarters in Dubai. Its
global base would be disclosed “as and
whenit’sappropriate”.

Under Zhao's leadership, Binance hid
links to China for several years despite
public messages claiming the exchange
had left the country. Through its deals
with US authorities, Teng said Binance
had “acknowledged those mistakes”
and “moved past them”.

Under its settlement with US authori-
ties, Binance has agreed to up to five
years of oversight by an independent
compliance monitor. “The compliance
monitor to me in many senses is a key
positive,” said Teng. “That gave a lot of
confidence to users including institu-
tional users which are now approaching
usinavery aggressive fashion.”

He was speaking as prices of coins
such as bitcoin and ethereum have been
climbing, in part on hopes that a year-
long crypto crackdown by US authori-
ties has peaked.

Monetary policy

Traders bet on round of ECB rate cuts
as worries grow over economic outlook

MARY MCDOUGALL — LONDON
MARTIN ARNOLD — FRANKFURT

Investors are betting that the European
Central Bank will lead the way among
big central banks in cutting interest
rates next year, in a sign that many
money managers think officials have
already raised rates too far in their bat-
tle to tame inflation.

Traders in swaps markets are pricing in
a high likelihood of the first cut in the
ECB’s deposit rate of 4 per cent by
March, and close to six quarter-point
cuts by the end of the year, a steep
increase from three or four cuts priced
inlate November.

The shift reflects an easing in infla-
tion, but also nervousness about
Europe’s darkening economic outlook,
which intensified yesterday on worse
than expected German factory orders.

“The ECB is the most likely central
bank to have overtightened — possibly
significantly,” said Quentin Fitzsim-
mons, a senior portfolio manager at T
Rowe Price. “Recession risks are being
understated in the eurozone [which]
hasrelied on very low interest rates for a
very long time and had an enormously

swift move to much higher policy rates.”
European policymakers are treading
a fine line as inflation cooled to an
annual rate of 2.4 per cent in November,
the third consecutive downside sur-
prise. But core inflation — which
excludes energy and food — remains
above the ECB’s 2 per cent target at 3.6
per cent, while the eurozone economy
has been stagnant for most of the year.

Swaps traders are pricing
in alikelihood of the first
cut in the ECB’s deposit
rate of 4% by March

Investors were this week encouraged
toincrease their bets on ECBrate cuts by
dovish comments from Isabel Schnabel,
the most hawkish member of the cen-
tral bank’s executive board, who said
the “remarkable” fall in inflation made
further rate rises “rather unlikely”.

Mark Wall, chief European economist
at Deutsche Bank, expected inflation to
undershoot expectations, creating “a
risk that the first cut comes as soon as
the March ECB meeting”.

The ECB is due to meet next week,
when most economists expect it to
lower its forecasts for both growth and
inflation. Frederik Ducrozet, head of
macroeconomics at Pictet Wealth Man-
agement, said this was likely to bolster
investors’ belief that rates will soon fall,
even if ECB president Christine Lagarde
does not declare victory over inflation.

“The moment you say you aren’t
going to hike again, that means the next
move is a cut and opens the door to
investors speculating on how soon that
willhappen,” said Ducrozet.

While traders have been increasing
wagers for rate cuts by most big central
banks in recent weeks, the moves have
been most dramatic for the ECB.

Investors are currently pricing in the
first rate cut for the Federal Reserve in
May and five cuts by the end of the year.
In the UK, traders expect the Bank of
England to move in June with about
three cuts priced over 2024.

Mike Riddell, a bond portfolio man-
ager at Allianz Global Investors, said:
“We expect European and global growth
to head much weaker over the next half
year . .. as all the rate hikes begin to
really bite.”
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China’s attempt to
turn the renminbi
global makes gains

Alicia Garcia-Herrero

Markets Insight

thasbeen an extraordinary year for

the renminbi. On the one hand, it

has clearly disappointed investors,

who were expecting the currency to

appreciate as the Chinese economy
moved out of zero-Covid policies at the
end of 2022. Instead, after a short res-
pite, it depreciated about 8.5 per cent
against the US currency from January
lows until it found a floor at about 7.30
renminbi to adollar.

The trend reflected the stubborn
weakness of the Chinese economy and
the large capital outflows. More recently
the renminbi has appreciated but that is
in line with other currencies as the US
Federal Reserve shifted to a less hawk-
ish tone on interest rates.

However, that very same weak ren-
minbi has achieved something quite
impressive in 2023: a fast increase in its
cross-border use. Since China started to
push for the internationalisation of its
currency in 2004, its share in global
payments largely remained stagnant.
But this year its share went from 1.9 per
cent in January 2023 to 3.6 per cent in
October.

Such a share remains low compared
with the dollar (47.25 per cent) and the
euro (23.36 per cent). But the growth
could be pointing to a change. And the
People’s Bank of China has reported a
steep increase in renminbi-denomi-
nated current account transactions.
Nearly 30 per cent of the trade in goods
and services in and out of the country
was settled in the currency.

‘When looking at the main drivers for
this change, several issues stand out.
Firstly, China seems increasingly keen
to settle its trade in renminbi. The rea-
sons behind this seem to go beyond
reducing hedging costs. It is also, of
course, driven by geopolitical concerns.

Reducing the dependence on the US
dollar or other G7 currencies has
become more important for China,
given the step-up in western sanctions
on Russia after it invaded Ukraine in
2022 and tensions with the US over Tai-
wan. These sanctions also seem to have
been a catalyst for other countries to
accept the renminbi for trade settle-
ments.

The fact that China had its own inter-
national payment system (Cips) ready
to be used when western sanctions hit
Russia has undoubtedly helped. Some
renminbi international payments set-
tled through Cips do not use the Swift

The lack of convertibility of
the currency makes it very
difficult for investors keen
to buy up renminbi assets

interbank messaging system, which
makes them very difficult to be traced.
This also means that the share of ren-
minbi for global cross-border transac-
tions might be underestimated.

Beyond the establishment of
Cips, Chinese authorities have intro-
duced other important instruments to
support renminbi internationalisation,
such as bilateral currency swaps
between the PBoC and more than 30
central banks. These swap lines used to
sitidle in host central banks but they are
now starting to be withdrawn given
some emerging countries’ growing
financial needs.

While all of these institutional
arrangements can certainly increase
offshore renminbi liquidity, this will
remain limited given the currency is not
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convertible. In other words, companies
will find it hard to use the renminbi they
earned from their exports to China for
anything else but the purchase of goods
with the Chinese currency or the pay-
ment of debt with it. Thus by accepting
payments — or funding — in renminbi,
countries are in effect increasing their
dependence on China.

On thislatter point, Chinese banks are
also using the renminbi for their lending
overseas. This has increased to
28 per cent of total cross-border lending
in October 2023 from 17 per cent at the
end of 2021. Much higher funding costs
in the dollar than in renminbi are mak-
ing it easier for host countries to accept
funding in the Chinese currency. Large
capital outflows from China also add to
the country’s reluctance to lend in dol-
lars.

At the same time though, the ren-
minbi is not making the same strides as
an investment currency. The share of
foreign investment in China’s onshore
markets has been shrinking for 18
months.

This is especially true for foreign
fixed-income investors. Their share on
onshore bond holdings has dropped
from 3.5 per cent at the peak to 2.5 per
centinJune2023.

This growing dichotomy can be
explained by China’s special character-
istics. On the one hand, China’s eco-
nomic dominance is translated into lev-
erage to impose its currencies. At the
same time, the lack of convertibility of
the Chinese currency makes it very dif-
ficult for investors keen to buy up ren-
minbi assets.

Alicia Garcia-Herrero is chief economist for
the Asia-Pacific at Natixis and senior
research fellow at the Bruegel Institute

The day in the markets

at you need to know

o US Treasuries rise after employment
data add to fears economy is slowing

o Short-dated gilts extend their rally for
the second consecutive day

o Europe stocks led higher as investors
raise their bets on ECB rate cuts

Government bonds in the US and Europe
rallied yesterday as investors grew more
confident that central banks will start
cutting inferest rates next year.

US Treasury prices rose after cooler-
than-expected employment data added
to expectations that the US economy is
slowing but at a pace that traders hoped
would allow the Federal Reserve to begin
cutting interest rates from next spring.

Benchmark 10-year Treasury yields fell
0.05 percentage points to 4.12 per cent.
Traders also looked ahead to the closely
followed monthly non-farm payrolls
report, which serves as the benchmark for
US employment trends. Yields move
inversely to prices.

In Europe, yields on benchmark 10-year
gilts fell 0.09 percentage points to 394
per cent, the first time yields have closed
below 4 per cent since May.

Short-dated gilts extended their rally
for the second consecutive day, as two-
year gilt yields fell 0.02 percentage points
to 4.47 per cent. Ten-year German Bund
yields, the benchmark for the eurozone,
fell 0.04 percentage points to 2.20 per
cent, the lowest level since May.

Stocks were muted in New York, where
the S&P 500 and Nasdag Composite were
both down 0.1 per cent.

The region-wide Stoxx Europe 600
finished up 0.5 per cent, led higher by
consumer shares and real estate stocks,

‘ UK gilts rallied as investors bet on rate cuts in 2024

10-year gilt yield (%)
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Source: Bloomberg

as investors upped their bets that the
European Central Bank will start cutting
interest rates in early 2024.

France’s CAC 40 added 0.7 per cent,
while London’s FTSE 100 gained 0.3 per
cent. Germany’s Dax rose 0.8 per cent to
close at a new high, boosted by index
heavyweight Volkswagen.

Andreas Bruckner, European equity
strategist at Bank of America Securities,
warned the recent gains in European
stocks was not sustainable. The Stoxx
600 Europe index rose 6.4 per cent in
November, its best performance since
January.

Asian stocks also rose. Hong Kong'’s
Hang Seng index gained 0.8 per cent,
China’s CSI 300 added 0.2 per cent, and
Japan’s Topix rose 19 per cent, while
South Korea’s Kospi was flat.

Oil prices, meanwhile, declined sharply,
as production cuts from the Opec+ cartel
fail to outweigh growth in output from
the US and fears of a decline in global
demand. Brent crude, the international
benchmark, slipped 3.5 per cent to $74.53
per barrel, its lowest level since June.
WTI, its US counterpart, fell 4 per cent to
trade at $69.43.

Stephanie Stacey

Markets update

us Eurozone Japan UK China Brazil
Stocks S&P 500 Eurofirst 300 Nikkei 225 FTSE100 Shanghai Comp Bovespa
Level 4570.72 1857.06 3344590 7515.38 2968.93 125903.34.
% change on day 0.08 0.46 2.04 0.34 -0.1 -0.79
Currency $ index (DXY) S per € Yen per $ $per £ Rmb per $ Real per $
Level 103.975 1.079 147.215 1.259 7157 4900
% change on day -0.072 -0.185 0.075 -0.159 0.174 -1.181
Govt. bonds 10-year Treasury 10-year Bund 10-year JGB 10-year Gilt 10-year bond 10-year bond
Yield 4117 2198 0.643 4109 2.690 10.574
Basis point change on day -5.620 -4500 -2.460 -8.600 -0.100 -9.000
World index, Commods FTSE All-World Oil - Brent Oil - WTI Gold Silver Metals (LMEX)
Level 45857 74.35 69.36 2023.35 24.27 3585.90
% change on day 0.30 -3.69 -4.09 -1.25 -3.56 -1.36

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 Tulleft Prebon.
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All data provided by Morningstar unless otherwise noted.

Wall Street

Falling to the bottom of the S&P 500
index was Brown-Forman, which trimmed
its outlook, forecasting up to 5 per cent
growth in organic net sales for its fiscal
2024 year, down from 5 to 7 per cent
stated in August.

The group behind Jack Daniel's
whiskey and Chambord liqueur said the
downgrade reflected a “challenging
operating environment” that had
tempered its expectations.

Among the session’s biggest risers was
cyber security group SentinelOne, which
posted a smaller than expected loss of 3
cents per share for the third quarter,
much better than the 8 cents loss Wall
Street had forecast.

The group, which highlighted its “Al-
based security”, also lifted its annual
revenue forecast from $605mn to
$616mn.

Citigroup, the US’s third-largest bank
ranked by assets, rallied on the back of
reports that it was set to launch a
$500mn share buyback in the fourth
quarter.

US-listed shares of China’s Nio rallied
following a Reuters report stating that
the electric-car maker was considering
spinning off its battery manufacturing
division in an attempt to turn profitable.

Tobacco groups Altria and Philip
Morris slid after a cautious trading
update from rival BAT. Ray Douglas

Europe

Germany’s Merck KGaA dived following a
clinical setback linked to its experimental
drug for treating sufferers of multiple
sclerosis.

A late-stage trial showed that
evobrutinib did not meet its primary goal,
measured by annualised relapse rates,
compared with Sanofi’s Aubagio.

Peter Verdult, an analyst at Citi, said
this was because “Aubagio performed
way ahead of expectations”.

The science and tech company would
now shift its focus to xevinapant, a head
and neck cancer candidate, said Verdult.

A chunky earnings beat propelled Clas
Ohlson fo a six-year high, with the
Swedish home improvement chain
posting an operating profit of SKr245mn
($23.4mn) for its fiscal second quarter —
18 per cent ahead of analysts’ estimates.

This owed much to a gross margin of
£41.3 per cent, up 360 basis points year on
year — the result of lower sourcing and
inventory costs alongside “an improved
product and price mix”, it said.

The Frankfurt shares of dual-listed Tui
jumped after it forecast a 25 per cent
jump in underlying operating profit for
next year.

The Anglo-German tourism group also
raised the possibility of delisting from the
London Stock Exchange, citing an already
“notable liquidity migration” from the UK
to Germany. Ray Douglas

London

Adrift at the bottom of the FTSE 100
index was British American Tobacco,
which expected its revenue fo increase at
the low end of its 3 to 5 per cent guidance
range for 2023.

Adding to the downbeat mood was a
£25bn writedown on the value of some of
its US cigarette brands owing fo
“macroeconomic headwinds”, it said.

James Jones, an analyst at RBC Europe,
also drew attention to no share buyback
plan, “although the carrot is dangled
‘once the middle of our leverage range is
reached’, which is taking longer than we
expected”.

Near the top of the FTSE 250 index
was Paragon Banking, the specialist buy-
to-let lender, which unveiled a further
£50mn share buyback for its 2024
financial year and a 25.4 per cent jump in
underlying annual profits.

Ten-pin bowling operator Ten
Entertainment hit a record high after
agreeing to be bought by US private
equity firm Trive Capital for 412.5p per
share — a 33 per cent premium to
Tuesday'’s closing price.

Russ Mould, investment director at AJ
Bell, said Ten was “a classic example of a
stock that has traded on a cheap
valuation and delivered decent results,
yet has remained under the radar of
many investors”.

Ray Douglas
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Meta Platforms 182 320.46 217 Astrazeneca 1059 1013000 14.00  Asml Holding 1714 650.00 6.70 Kawasaki Kisen Kaisha, 4926 5473.00 -4.00 Croda Int 4715.00 60 -290 19710 107 -183 Headlam 206.00 76 -318 LifeInsurance 6061.98 33 140
Alphabet 127 13083 -0.16  Diageo 10655 277450 -38.00 Eni 166.2 1491 -0.18  Sumitomo Mitsui Fin 4588 7199.00 49.00 Smith (ds) 300.40 57 -66  Crest Nicholson Holdings 19880 104 -16.0 Capita 2070 73 -148 Real Estate Investment Trusts ~ 2274.71 30 19
Exxon Mobil 12 99.15 -1.29  London Stock Exchange 1050  8922.00 1800 SapSeOn. 159.6 147.28 014 Fast Retailing Co., 4140 36960.00 730.00 Whitbread 3281.00 55 277 Tritax Eurobox 60.30 80 -20 Saga 121.80 72 -22  Household Goods 12299.43 28 41
Chevron 92 427 059 Unilever 885 3803.00 100 Volkswagen Ag Vzo O.n. 1568  114.34 578 Advantest 3736 443200  129.00 Lloyds Banking 4581 54 10 dimprint 461500 82 B85 Costain 6340 67 610 Electricity 105417 25 37
N ‘ ‘ " " . . i Int Consolidated Airlines S a. 161.90 53 308 Easyjet 482.90 82 483 Rights & Issues Investment Trust ~ 2015.00 63 53 Industrial Transportation 3557.06 24 29
BIGGESTMOVERS Close  Days  Days BIGGESTMOVERS Close  Days  Days BIGGESTMOVERS Close  Days  Days BIGGESTMOVERS Close  Days  Days |\ binental Hotels 644000 53 356 Great Portland Estates 41740 76 157 Augmentum Fintech 10200 58 -102 Industrial Engineering 1339585 24 27
price  change  chng% price  change  chng% price  change  chng% price  change  chng%
Ups Ups s Ups Losers Losers Losers Losers
Campbell Soup 4327 280 719 TuiAg 588.00 76.00 14.84  Volkswagen Ag Vzo 0.n. 11434 578 532 Toppan 4037.00  401.00 11.03 British American Tobacco 2279.50 -93  -299 Auction Technology 49250 218 -342 Xaar 101.00 -252 500 Tobacco 2620313 65 261
Carnival 1767 117 7.08  Paragon Banking 532.00 41.00 835 Sartorius Sted Bio 206.20 9.40 4.78  Tokyo Electric Power 692.00 51.70 8.07 Rentokil Initial 42160 -30 171 Future 75200 -21.7 -391 Enquest 1231 -103 -423 Automobiles & Parts 152013 -19 23
Norwegian Cuise Line Holdings Lt 1868 109 617 Osh 399.00 2300 612 Volkswagen Ag St O.n. 12515 515 4.29 Nitori Holdings Co., 18240.00 945.00 546 United Utilities 1096.50 -25 107 Dr.Martens 8400 -181 -50.1 Petrofac 2012 -102  -709 Oil & Gas Producers 8376.89 17 35
Albemarle 119.48 6.22 5.49  Carnival 1236.00 70.00 6.00 Stellantis 21.06 060 281 Lasertec 35600.00  1820.00 539 Shell 2490.00 -25 74 Moonpig 15730 131 421 Paypoint 45350 92 -11.1 Health Care Equip.& Services 10644.60 04 23
Moderna 8248 420 537  Redde Northgate 379.50 2000 556 Bayer AgNa O.n. 3251 080 252 Screen Holdings Co Ltd  10970.00  475.00 453 Severn Trent 2656.00 22 03 Indivior 1185.00 88 -35.3 Speedy Hire 3070 92 214 Mining 9996.26 02 01
Downs Downs Downs Haleon 324.00 21 -05  Puretech Health 145.00 <78 -449 Tullow Oil 3340 81 9.1 Equity Investment Instruments  10936.48 04 29
Bonn forman 5436 587 975 BishAmeicanTobacc 227950 20800 836 Mow: 579 035 215 Shests W00 4000 Fresnillo 57960 18 354 Senior 16300 71 307 Hochschild Mining 10120 80 451 Software & Computer Senvices 235326 04 332
N Bp 465.95 -13 -19  Ferrexpo 7225 67 539 Reach 69.85 7.7 -263 General Financial 13809.81 08 2086
0ld Dominion Freight Line 374 -23.05 584  Future 752.00 -43.00 541 Inditex 38.00 -053 -1.38 Keio 4248.00 -25.00
Endeavour Mining 1816.00 -1.0 3.7 Ceres Power Holdings 17720 58 -496 Capricom Energy 138.40 <716 833 Food & Drug Retailers 3969.43 12 -35
First Solar 14853 -5.86 -3.77  Indivior 1185.00 -66.00 -528 Eni 1491 -0.18 <118 Sumco 2086.00 -9.00
Beazley 546.00 -08 -192 Mitchells & Butlers 229.00 -55 659 XpPower 1166.00 <73 -427 Construction & Materials 8732.29 12 272
Constellation Energy 113.86 -4.45 -3.76  Discoverie 670.00 -33.00 -469 Totalenergies 60.73 -064 -1.04  Yokogawa Electric 2816.50 -11.00 B
Jae Systems 1031.00 -04 213 Telecom Plus 1550.00 -55 292 Residential Secure Income 59.80 <71 288  GasWater & Multiutilities index ~ 6202.51 14 96
Copart 47.25 154 -3.16  Diversified Energy 1281.40 -57.00 -426 Ap.M_ller-M_rskAAs  1405.66 -1475 -1.04  Fanuc 4125.00 -7.00 Convatee 22460 02 34 Spirent C 109.00 54 580 Helical 199.60 69 406 2 Biotech. 1967257 I
Based on the constituents of the S&P500 Based on the constituents of the FTSE 350 index Based on the constituents of the FTSEurofirst 300 Eurozone index  Based on the constituents of the Nikkei 225 index Pl !

Based on last week's performance. TPrice at suspension

CURRENCIES

DOLLAR EURO POUND DOLLAR EURO POUND DOLLAR EURO POUND DOLLAR EURO
Closing Days ~ Cosng  Days  Closing Day's Closing Days _ Cosng  Days  Closing Closing Days _ Cosng  Days  Closing Day's Closing Days _ Closng  Days
Dect Currency Mid__Change Mid__Change Mid _Change Dect Currency Mid _Change Mid__ Change Mid Dec6 Currency Mid__Change Mid__ Change Mid _ Change Decé Currency Mi Change Mid__ Change
Argentina Argentine Peso 3635735 05510 3323314 00655 457.8838 00193 Indonesia Indonesian Rupiah 154925000 125000 16717.9350 -36.1040 195112434 Poland Polish Zloty 40115 00112 43287 00082 50520 00066 - Three Month 07841 00012 0856 00001 - -
Australia Australan Dollar 1519 -0.0042 16398 00067 19138 -00081 Israel Israeli Shekel 36902 00221 39917 00293 46567 Romania Romanian Leu 46042 00110 49684 00052 57985 00054 .One Year 07941 00012 08554 00001 - -
Bahrain Bahrainin Dinar 03770 - 04068 00005 04748 -0.0007 Japan Japanese Yen 1472150 01100 1588594  -0.0957 185.4023 Russia Russian Ruble  92.9500 04000 1003021 02967 1170611 03318 United States  United States Dollar - - 10791 00015 1258 0001
Bolvia Boliian Boliviano 69100 - 7456 00101 87024 -0.0128 .OneMonth 1472142 01084 1588568  -0.0969 185.4014 Saudi Arabia Saudi Riyal 37507 - 40474 00055 47235 -0.0070 .OneMonth - - 10789 01822 1258 00019
Brazil Brazilian Real 4895 -0.085 52871 -00704 61705  -0.0830 .ThreeMonth 1472129 01058 1588577  -0.0990 185.3998 Singapore Singapore Dollar 13399 00002 14458 00021 16674  -00027 .ThreeMonth - - 10787 01822 12595 00019
Canada Canadian Dollar 1.3564 00002 14635 00018 17082 -00023 .OneYear 147.2073 1688537 01071 1854014 SouthAffica  SouhAffcaRand 188563 -01113 203477 01477 237475 01754 .OneYear - - 10772 01822 12595 00018
Chile ChileanPeso 8702000  -96800  939.0310 -117282 10959285  -13.8261 Kenya Kenyan Shilling ~~ 153.3500 1654797 02235 1931287 SouthKorea  SouthKoreanWon  1313.0500 20000 14169097 02473 16536530 00823 Vietnam Vietnamese Dong ~ 24279.0000 80000 26199.4776 267287 305770189 -35.0073
China Chinese Yuan 71571 00125 7722 00030 9013 00024 Kuwait Kuwaiti Dinar 03085 -0.0004 0318 -00003 03885 Sweden SwedishKona 104402 -00364 112650 00546 131483 -0.0654 European Union Euro 09267 00013 - B R -0.0001
Colombia ColombianPeso 39925000 376300 43082984 -46.4821 50281476 548812 Malaysia Malaysian Ringgit 46685 00050 5038 00014 58795 Switzerland Swiss Franc 08737 -0.0005 09428 00019 11003 -0.0023 .OneMonth 09265 00013 - - 110 00001
Costa Rica CostaficanColon 5294700 25700 5713500 35488 G668136  -4.2254 Mexico MexicanPeso 172690 02090 18639 02510 217485 Taiwan NewTaiwanDollar 31,5010 00145 339927 00302 396723 -0.0403 .Three Month 09263 00013 - - 11688 -0.0001
CeechRepublic ~ CoechKouna 225188 -00087 242999 00422 283601  -0.0528 NewZealand  NewZesland Dolla 16238 00041 17522 00088 20450 Thailand ThaiBaht  35.1650 02100 I 01757 442741 01995 .One Year 09248 00013 - - 1185 -0.0001
Denmark Danish Krone 69091 00082 74556 00002 87013 -0.0013 Nigeria NigerianNaira 8350000 345000  901.0468  36.0621 10515976 419615 Tunisia Tunisian Dinar 31281 00024 33755 00020 39395 00028
Egypt Egyptian Pound 309490 01822 33970 01518 389771 01723 Norway Norwegian Krone ~ 10.9480 00350 118140 00219 00238 Turk Tukishlia 289143 - 312013 00421 36416 00537
Hong Kong Hong Kong Dollar 78108 -00075 84286 00194 98368 00239 Pakisten Pakistani Rupee  284.7250 02250 3072461 01719 -0.2454 United Areb Emirates  UAE Dirham 36723 -0.0001 398 00055 46249 -0.0070
Hungary Hungarian Forint ~ 352.3307 09567  3B0.1993 05223 4437246 05503 Peru Penuian Nuevo Sol 3750 -0.0007 4051 00062 47315  -0.0078 United Kingdom  Pound Sterling 0790 00012 0858 00001 - -
India IndianRupee 833288 0.055) 899199 01809 1049441 -0.2242_Philippines Philppine Peso 553070 00105 506817  0.0920 69655 -0.1160 .OneMonth 0791 00012 0857 00001 - -
Fates are derived from WM Reuters Spot Rates and MamingStar at time of production. Som Y Ty 1000, The exchange rates printed in s table are also avalable at www.FT com/marketsdata
FTSE ACTUARIES SHARE INDICES o e N FT 30 INDEX FTSE SECTORS: LEADERS & LAGGARDS FTSE 100 SUMMARY
Produced in conjunction with the ntitute and Faculy of Actuaries DecO5  Dec05 DecO4 DecOl  Nov30 YrAgo  High  Low | Year to date percentage changes Closing Day's Closing Day's
SSUB nDa;/,, ‘Eduvo gStgg SS"UIg Year mD;/: . P‘/E X/;J RT:MI 7130 769190 265910 264470 264080 261860 000 283530 245410 Arospace & Defense 5617 Electronic & Elec Eq 440 FISESmallCepindex 262 | FTSE100 Price Change FTSE 100 Price Change
— Decl6 chgee  Index DecO> Dec0f  agoyeldh Lover ratio  adj  Hetunm | FT30Div Yield - - - - 000 393 274 | Software & Comp Serv~ 29.97 Real Est Invest & Se 421 Equity Invest Instr 291
FTSE100(100) 751538 034 683639 748984 751295 752139 397 242 1041 29210 802405 | P/ERationet - - 000 1944 1426 | Food Producers 2824 Houschold Goods &Ho 413 HealthCareEq& Sy -607 i‘fm"?:fgﬁwm gg;g gggg L";Z’;fg?a“s"m:lncpw m‘;g; zggg
FTSE 250 (250) 1866673 0.97 1698026 1846753 1836125 19100.08 361 102 27.08 59846 1605222 | FT30hourly changes General Retailers 2705 Nonlife Insurance 405 Telecommunications 625 | el Afrca LG 1190050 Kingfisher PLC w50 210
FTSE 250 ex v Co (168) 1934503 121 1759727 1911407 1894189 1960943 376 079 3358 63520 1698944 8 0 1 12 138 14 15 16 Hgh  Low|Constuct&Materill 2628 Industrial Eng 380 Health Care 647 | Anglo Amorican PLC 2199 4400 Land Secutios Group PLC 8240 540
FTSE 350 (350) 413824 043 376437 412056 412756 415447 392 224 1140 15690 876001 26501 26813 26789 26792 26801 26839 26881 2688 26928 26987 2659.0| Leisure Goods 2270 Electricity 360  Pharmace & Biotech 651 | Antofagasts PLC 14345 17,00 Logal & General Group PLC 270 170
FTSE 350 ex Investment Trusts (265) 408626 042 3717.08 4069.09 4077.09 409523 397 225 1116 15740 447297 | T, and recent De found at www.ft.com/ft30 Food & DrugRetailer 2269 Oil & Gas Producers 316 Personal Goods 081 Ash(ea?iGruupPLC T 1200 Lngts arking Brow PLC e o
FTSE 350 Higher Yield (133) 351924 013 320129 351474 352488 356285 565 229 774 18520 853434 i ;
Media 2235 0il & Gas 284 Consumer Goods 1310 | Associated British Foods PLC 2425 21.00 London Stock Exchange Group PLC 8922 -18.00
FISE 350 Lower ield (217) P S N T PT  R T ST O L A Il F T WILSHIRE 5000 INDEX SERIES Consumer Senvices 1820 Financils 288 Life hsurance Tag | posocaten Bt T N PR
FTSE SmallCap (222) 607674 044 552773 604993 604257 624392 387 -018 -141.13 20970 10591.03 Technology 1765 Automobiles & Parts 212 Mobile Telecomms 1400 | puto Trates Grou PLC 79700 880 Marks And Spencer Group PLC S8 59
Esiiwa\LCane;ancu(115) ioon:s 034 4;:;898 39;871 296786 393312 392 7239 r?‘?ﬁ 171 55 935938 DecO4 Dec 04 | Industrials 16,01 Support Services 173 Industral Metals & 1474 | yiva PLC 47630 500 Melrose Industries PLC 5140 520
HSEAlShmem o M09h 0 s 0 AR AMIG 9% 772 e lum aery | FTWishosow 4611870 FT Wilshire Mid Cap 5720.95| Freree Senices 1o kAL ncex 5% witaupment&Serv 5% | BAM European Value Retil SA 61240 960 Mondi PLC 146953100
FT Wilkhire 2500 592127 FT Wilshire SmallCap 225 19| Fixed Line Telecomms 1365 Real Estnvest & Tr 081 Minin 1599 | g0 Systems 1031 -1350 National Grid PLC 10515 1650
FTSE All-Share ex Multinationals (512) 1090.80 118~ 82329 107814 107304 1077.77 408 143 1717 4256 242038 Travel & Leisure 1047 FISE AIHY-JShare Index 052 Basic Materials 1673
FTSE Flodgling (/0] 011 955644 1051697 1051455 1159315 204 150 2135 31830 2346700 | FT Wilshire Mega Cap 6069.76  FT Wilshire Micro Cap 458577 Barclays PLC 14024 078 Natwest Group PLC 21940 450
and FT Wilshire Large Ca 601428 Gas Water & Multi 949 Beverages 3186 Beverages 2155 | Baratt Developments PLC 53180 580 NextPLC 8124 18.00
FTSE Fledgling ex Inv Co (31) 1506843 047 1443477 1504287 1597822 1510118 236 -4.14 -1023 44618 3439204 lshire Large Cap _ 60142 _ Utiltes 788 Industrial Transport 014 Chemicals 2075
FTSE All-Small (292) 42094 042 33959 420348 419958 435360 382 -024 11015 14473 943309 | Source: Wishire. Wilshire Advisors LLC Wilshir) is an investment advisor registered with the SEC. Further | o1 275 NONFINANCIALS Index 019 Tobacos %649 Beazley PLC 54600 150 Ocado Group PLC 61220 1420
FISEAISmallox v Co(146) 376992 041 34293 375466 374715 375435 389 047 5439 12839 864775 | informationis avaiable at itps:/waw wilshire comySolutions/indexes . Wilshire® is aregistered service ) Berkeley Group Holdings (The) PLC 4871 9300 Pearson PLC 93640 380
FTSE 250 Index 099 Tech Hardware & Eq 4859 | gppLC 46595 595 Pershing Square Holdings LTD 3176 30.00
FTSE AIM All-Share (670) 71812 020 65324 71668 71524 84019 210 101 4707 1413 86016 | ™Mark Copyright ©2023 Wilshire. Allrights reserved Bt A Tobacco LG 22795 20800 Phosni G foings LG i
FTSE AllShare Technology (17) 245686 100 213022 243254 242542 198325 158 165 3854 3635 362246 B:'G‘f‘m ’f,fg”a" obacco o b4 Pm":e”"‘:ml";fg oldings 100 3060
FTSE All-Share Telecommunications (6) 1270.47 198 110156 124582 122785 1480.56 835 044 27.38 10074 210043 | =g gy el :)-\M el 0 R 1\ [5) el 1] =) Bom pLC 5 2500 foskit Benckiser Group PLC S0 1200
FTSE AllShare Health Care (12) 1370955 -005 1188686 13717.03 1387685 1437039 259 150 2572 35148 1300533 - P
FISE AllShare Financials 256) 469639 141 407200 463105 463421 454611 465 231 931 2148 547217 | Decd Noof  USS  Day M YTD  Total YID GrDiv Dect Noof  USS  Day M ¥ID  Total YID GrDiv | Buberry Group LG 15143450 fiek PLC 0922000
FISE AllShare Real Estate (51) 82780 144 75093 81613 80516 64127 440 305 747 3453 91276 | egions & countries stocks indices % % % _rein % Yield Sectors stocks _indices % % % cen % Yied | CenricallC 19085135 Rentcki Iita PLC 42160 380
FISE AllShare Consumer Discretionary (81) 521521 126 452185 515018 512545 460161 227 204 2157 11333 565859 | FISE Global AllCap 0078 77342 46 137 126810 161 21 Oil Equipment & Services % 27714 16 14 03 53735 39 48 | CocaColabbcAG 2232 6.00 fightmove PLC 56380 1620
FTSE All-Share Consumer Staples (2211694229 -163 1468981 1722360 1726928 1993946 469 158 1349 72117 1621227 | FISEGlobal All Cap 10078 77342 46 137 126810 161 21 BasicMaterials 42 5412 42 30 06 MBI 29 37 | CompassGroupPLC 242800 RioTinto PLC 4927200
FISE All-Share Industrials (33) 715177 0.88 620094 708952 708278 631000 217 225 2043 15231 847241 | FISEGlobal Large Cap 2000 70505 44 159 119179 184 21 Chemicals 28 79273 08 27 17 144404 44 28 | ConatecGrowpPLC 2480 100 folls floyce Holdings PLC 2680 390
FISE All-Share Basic Materials (21) 779243 171 67543 766164 775979 93242 594 235 717 46118 1126913 | FISEGlobal Mid Cap 2% 69! 53 72 146081 95 23 Forestry & Paper 18 24991 10 03 08 52618 30 4 | Crodaintemational PLC 4715 17100 Rs Group PLO 77560 1340
FTSE All-Share Energy (15) 864708 -135 749744 76566 878625 847397 432 469 493 37247 1097190 | FTSE Global Small Cap 5786  974.41 55 81 143467 102 21 Industrial Metals & Mining 114 52861 15 49 69 10548 110 41 | DecPLC 5542 400 Sage Group PLC 11455 12.00
FTSE All-Share Utiites (8) 918719 110 796575 908693 905213 861662 480 217 959 42924 1471457 | FISEAI-World a9 45122 46 143 79404 168 21 Mining 6 8964 16 24 81 183808 37 48 | DechraPhamaceuticals PLC 3636 6.00 Sainsbury ()PLC 29000 080
FISE AllShare Software and Compute Seices (16] 2668.37 102 231361 264139 263362 2137.05 155 170 3796 3884 416145 | FISEWorld 2621 837.80 48 157 195232 182 2.1 Industrials 841 5341 05 68 104 875 126 20 | DiageoPIC 27745 3800 Schroders PLC A0S0
FISE Al e TetrlogyHertvaeand Equiret 1 3647.90 148 316291 370271 369773 520238 441 047 4786 14295 489121 | FISEGotlAlCapenNTEDKNGDOMI 9799 81834 47 140 131508 164 21 Construction & Materials 162 66670 03 70 197 114703 221 19 | DiplomaPLC 3412 46.00 Scottish Mortgage Investment TrustPLC 73360  10.40
52 AllShare Tolecommuricatons Eqgrent (1] 24366 145 21126 24723 24165 60221 574 151 1152 1399 36144 | FISEGlobal All CapexUSA 8316 521.82 40 67 95799 100 3.1 Aerospace & Defense 37 99709 06 62 102 158226 119 15 | Endeavour Mining PLC 1816 31.00 SegroPLC 846.80 1840
FISE At Tobrommuncaons Srce P 1996.39. 206 173271 195803 193018 227032 841 042 2829 15951 302841 | FISEGlobal AllCapex JAPAN 8650 80733 48 139 133513 163 21 General Industrials 8 25576 07 73 156 50003 184 23 | EntanPLC 808401360 Sevem Trent PLC 26563300
FTSE All-Share Health Care Providers (1)1128490 022 978457 1125071 1128490 1100010 022 426 10526 4316 1051480 | FISEGlobal AllCapexEurozone 9440 81672 45 136 130878 159 2.0 Electronic & Electrical Equipment 170 62440 10 63 41 91199 57 16 | ExperienPLC 3040 73.00 Shell PLC 2480 -36.00
FTSE AI-Shore edical qupmentand envces (7] 5236.75 034 454052 521915 525484 540672 277 062 57.96 14486 519783 | FISEDeveloped 2116 77022 48 159 127030 183 20 Industrial Engineering 169 107960 -06 61 99 175358 120 20 | FACInvestment TrustPLC 89800 7.00 Smith & Nephew PLC l0285  3.00
FISE Al Share Phamaceuialsand Boeshnology 919602.80  -0.08 16996.60 19617.75 1985186 2056473 258 155 2492 50408 1674613 | FTSE Developed All Cap 5724 79668 49 151 128432 174 20 Industrial Transportation 131 94566 05 68 49 159022 80 33 | FlutterEntertainment PLC 13000 41000 Smith (Ds) PLC 30040 210
FTSE All-Share Banks (12) 9737 173 301239 343775 35183 318095 628 320 498 21866 329023 | FISEDeveloped Large Cap 775 73390 47 180 123191 204 20 Support Senvices 9 6116 05 77 110 8897 127 15 | FrasersGroupPLC 90800 200 Smiths Group PLC 1645 .00
FISE Al Shar Firance and Cedt Senvices(8111959.44 025 1036943 1192942 1198373 1072995 177 170 3306 22192 1640262 | FISEDevelopedEwropelargeCap 197 42455 58 121 86990 158 33 Consumer Goods 51 57524 03 29 70 w8 95 25 | FresniloPlC 57860 1080  Smurfit Kappa Group PLC 3006 2600
FISE Ak nesinen B ndBieeSeies @] 924090 198 801232 906142 89910 850176 492 187 1090 43780 1371894 | FTSEDeveloped EuropeMidCap 343 62601 69 105 111080 139 31 Automobiles & Parts 144 53087 04 50 355 97948 388 20 | Glaxosmithkline PLC 1440 040 Spirax-Sarco Engineering PLC 9445 184.00
FISE Al-Shere Closed End Inestments 1921121834 054 972686 1115847 1112889 1167471 302 145 2274 31558 723672 | FTSEDevEurope Small Cap 734 82659 61 33 140822 65 33 Beverages 73 7315 03 03 56 127631 34 26 | GlencorePLC 4650 810 SsePlC 1670 250
FTSE AllShare Life Insurance (6) 616924 286 534903 5997.67 603059 706166 530 040 4674 32763 793345 | FTSENorth AmericaLarge Cap 220100202 48 220 153183 239 15 Food Producers 1838141 04 17 54 120517 32 28 | HelenPLO 32400 090 St James's Place PLC 60880 2220
FTSE All-Share Nonlife Insurance (6) 392052 111 339923 387744 384271 359056 268 112 3351 8697 855674 | FISENorth America Mid Cap 418 1171.34 54 72 165870 90 19 Household Goods & Home Construction 63 56608 20 20 54 97898 80 25 | HamaPLC 2168 30.00 Standard Chartered PLC 66340 17.60
FISE Al SarRel Ele IestnentandSnies (10 212358~ 219 184125 207810 206392 212317 233 000100521 40.95 648180 | FISENorth America SmallCap 1295 115962 57 92 15081 108 17 Leisure Goods 5 26492 07 34 153 3053 170 14 | Hagreaveslansdown PLC 73500 1740 Taylor Wimpey PLC ja85 18
9 FTSE North America 638 64249 49 190 100432 209 16 Personal Goods 99 93383 01 43 10 146621 28 19 | HikmaPharmaceuticals PLC 1803 400 TescoPLC 2670 260
FISE AllShre el e vestnent Tusts ) 205189 131 177909 202546 199580 209138 478 332 631 9407 327516 | FISEDeveloped exNoth America 1478 28375 44 91 66109 124 31 Tobacco 12 941 06 25 74 29242 26 70 | Howden doinery Group PLC 754602020 Unilever PLC 305100
FTSE All-Share Automobiles and Parts (3) 1527.92 129 132478 150847 150374 132575 121 335 2467 1860 160636 | FTSEJapan Large Cap 164 41889 26 129 63128 156 22 Health Care %3 71803 03 32 14 16615 03 18 | HSBCHoldings PLC 61470 1130 Unite Group PLC 98850 200
FTSE All-Share Consumer Services (1) 3386.04 033 291852 337922 337428 312579 182 212 2601 6100 434908 | FISEJapenMidCap 347 55551 16 50 7985 76 25 HealthCareEquipment&Senices 133 135829 08 53 15 168482 06 11 | ImPLC 1613 21,00 United Utiites Group PLC 1095 115
IS AbSaeoshddGoiadborConcin 1110227.683. 141 886604 1008564 10027.10 841492 574 191 14 56663 977470 | FISEGlobalwi JAPANSmaliCap 917 624.90 23 51 9253 B0 26 Phamaceuticals&Biotechnology 220 48809 01 18 14 8663 09 24 | Imperial BrandsPLC 1848 1550  Vodafone Group PLC 219 063
FTSE All-Share Leisure Goods (2) ~ 2830249 -0.35 2453966 2840404 2813356 2003926 424 100 2354 119855 33057.97 | FTSE.Japan 511 17045 24113 28774 140 23 Consumer Services 4B 6384 01 40 176 8827 190 12 | Infoma 76520 - 600 Weir Group PLO 16942650
FTSE All-Share Personal Goods (4] 1927577 192 1671304 18913.12 1879449 2834509 337 212 1401 49610 1545080 | FISEAsiaPecificlarge Capexdapan 1218 66054 17417 124103 11 30 Food & Drug Retailers 66 30088 08 14 43 4909 19 26 | Intercontinental Hotels Group PLC 64405200 Whitbread PLO 2614100
FTSE All-Share Media (10) 127150 060 977295 1120428 1113837 947450 234 193 2216 26254 813464 | FISEASiaPaciicMid CapexJapen 902 1006.00 41 46 181943 71 28 General Retailers 144 108230 03 50 227 150816 238 09 | Intemational Consolidated Airines Group SA. 16190 610 WppPLC 72120 880
FTSE All-Share Retailers (21) 203890 123 211291 240735 241199 192601 238 269 1560 4989 325581 | FISEASaPecificSmallCapexJepan 2555  577.10 55 80 101143 106 25 Media 8 35007 13 22 208 50975 223 12
FTSE All-Share Travel and Leisure (29) 685361 292 504242 665698 660314 637688 084 216 5510 5827 714807 | FISEAsia Pacific Ex Japan 2120 52989 20 10 105789 17 30 Travel & Leisure 18 49949 06 35 128 73917 142 13 STOCK MARKET TRADING
FTSE All-Share Beverages (5) 2193031 119 1901466 2219455 2212548 2925566 292 203 1691 62257 1801185 | FTSEEmerging All Cap 4354 71872 27 21 129380 51 3.1 Telecommunication 82 13171 07 45 23 32490 68 44
FTSE All-Share Food Producers (8) ~ 7530.87 033 652964 750646 744379 603445 213 271 1735 10404 744890 | FTSEEmerging Large Cap 1225 651.02 2101 117919 32 32 fFixed Line Telecommuniations 29 10085 13 44 02 26856 54 54 Dec 06 Dec 05 Dec 04 Dec 01 Nov 30 YrAgo
FTSE All-Share Tobacco (2) 2620317 -660 2271945 2805626 2840093 3695936 9.45 160 660 200823 2667211 | FTSEEmerging Mid Cap 951 1097.98 39 74 19698 106 31 Mobile Telecommunications 53 15723 04 45 34 33247 75 39 | {yder Book Tumover (m) 7766 177.79 5374 53.74 53.74 108.39
FISE AllShare Constructon and Materials15) 9211.78 043 7987.07 917274 906809 717122 372 252 1067 28185 1162121 | FTSE Emerging Small Cap 2178 83767 57 112 143878 143 28 Utlities 29 3094 01 3185 7517 00 37 | OrderBook Bargains 649931.00 56700100 563031.00 563031.00 563031.00 60703300
FTSE All-Share Acrospace and Defense (8) 850886 0.03  7377.60 8506.08 849941 526048 149 372 1797 127.08 1056663 | FTSEEmerging Europe 150 14307 82 113 31260 160 33 Electricity . 15134930 01 34 44 83343 12 35 | (ryer Book Shares Traded (m) 173900 155700 155200 155200 155200 266400
FISE AlShre Ectonicand e Epnint 111093213 0.84 947870 1084120 10646.00 1065194 167 241 2490 16658 10991.26 | FTSE Latin America All Cap 251 811.08 43 162 171749 233 66 GasWater & Multiutilities 58 31255 04 23 11 79002 30 41 | Toial Equity Tumover (Em) 677072 1587640 702910 702910 702910 596848
FTSE All-Share General Industrials (7) 521213~ 0.96  4519.18 516274 516767 493995 347 153 1877 16524 712693 | FTSEMiddle Eastand Africa All Cap 326 69230 26 44 131534 10 37 Financials 853 27570 04 51 62 54893 98 33 | Toql Mkt Bargains 1256552.00 127076500 112557800 112557800 1125578.00 1116869.00
FTSE All-Share Industrial Engineering (6)14599.27  1.41 1265829 1439634 1437624 1592935 224 222 2008 32107 2001220 | FISEGibelwiINTEDKNGOOM AllCspln 279 33274 33 59 70781 100 39 Banks 273 20442 03 51 32 46002 81 46 | Total Shares Traded (m) 473200 603200 621500 621500 621500  7130.00
FTSE AllShare Industial Support Sevices (29) 968978 116 840152 957902 951695 990969 223 139 3218 21184 1140129 | FTSEGlobalwi USA Al Cap 1762 1088.78 51 186 161811 204 15 Nonlife Insurance 70 41484 00 41 134 71362 167 28 | YEciuding intra-market and overseas turnover. “UK only total at 6pm. % UK plus intra-market turnover. {u] Unavaliable.
FTSE All-Share Industrial Transportation 7) 5340.76 216 463070 522808 540000 554077 183 385 1421 9189 5687.21 | FTSEEuropeAll Cap 1465 476.81 60 112 93751 148 32 Life Insurance 50 21425 10 08 59 43030 22 40 | (o) Market closed.
FTSE All-Share Industrial Materials (1)16603.10  0.00 54689 16603.10 16253.03 1540287 208 329 1464 34506 2137543 | FTSEEurozone All Cap 638 47597 69 149 92800 186 31 Financial Services 218 48201 05 61 136 74530 155 16
FISE Al Share Industial Metals and Mining [6) 7095.62 163 615225  6981.84 707447 842608 631 245 645 44457 1160877 | FISEEDHECRiskEfficient AllWorld 4282 491.37 46 61 7%16 87 26 Technology . 376 66143 05 65 496 87161 508 08
FISE AlShate Precious Metls ond ining (5 9557.63 159 B287.12 940786 98080 1017211 308 -142 -2282 20442 604891 | FISCEDNECRStEficen Deipedburpe 540 34429 62 98 62586 133 33 Software & Computer Serices 178 101130 03 64 492 123116 501 05 | Al data provided by Morningstar unless otherwise noted. Al elements listed are indicative and believed
FTSE All-Share Chemicals (7) 972281 270 8430.16 946721 940813 1328245 304 151 2178 30037 1002173 | Oil&Bas 137 39848 27 25 85489 17 43 Technology Hardware & Equipment 198 57859 06 66 500 82829 517 11 | accurate at the time of publication. No offer is made by Morningstar or the FT. The FT does not warrant nor
FTSE All-Share Oil. Gas and Coal (13) 8401.42  -135 728445 851660 853665 822633 433 470 492 36178 1105570 | Oil & GasProducers 83 40404 34 08 89198 36 43 Atemative Energy 210911 01 114 404 15718 401 05 | guarantee that the information is reliable or complete. The FT does not accept responsibility and will not be
FTSE Sector Indices feal Esate Investment & Senvices 140 24006 -06 41 44 48063 19 27 | igbje for any loss arising from the reliance on or use of the listed information
Sector Real Estate Investment Trusts 102 A7 04 74 05 1068 A1 4D | gy onl o o der enquiries@momingstar com
Non Financials (316) 496452 013 451609 495612 4967.66 504116 369 214 1267 17612 931564 FISE Global Large Cap A0 FEE 01 44 158 1919 182 21 reader.enq| gstar
The FTSE Global Equlty Series, launched in 2003, contains the FTSE Global Small Cap Indices and broader FTSE Global AllCap Indices (large/mid/small cap as well as the enhanced FTSE AI-World index Series flarge/ . . .
Hourly movements 800 900 1000 1100 1200 1300 1400 1500 1600 High/day Low/day | midcap) ftserussell. |SAC&currency-USD&rtn=CAF doveloped-emerging. sndamentalndexe | Data provided by Morningstar | www.morningstar.co.uk
FTSE 100 750987 751523 751885 752113 752435 752662 752692 751478 752965 754234 748751 | and RAFI® are registered trademarks and the patented and patent-pending proprietary intellectual property of Research Afflates, LLC (US Patent Nos. 7,620,577, 7,747,502; 7,778,905, 7,792,719 Patent Pending Publ.
FTSE 250 1653478 1858330 1854767 18566.00 1858450 1859904 1863493 1864967 1866532 1871113 1851694 | Nos. US-2006-0149645-A1, US-2007-0055598-A1, US-2008-028B416-A1, US-2010- 0063342-A1, WO 2005/076812, WO 2007/078399 A2, WO 2008/118372, EPN 1733352, and HK1098110). "EDHEC™" s a trade mark
FTSE SmallCap 605875 GOBG01 G0BA8G 606214 606322 606312 6067.92 607235 60B465 608474 60SE.11 | of EDHEC Business School As of January 2nd 2006, FTSE is basing its sector indices on the Industial Classification Benchmark - please see wwww.ftse.com/icb. For constituent changes and other information about FTSE, POWERED BY
FTSE All-Share 408933 400341 400398 409553 400758 409906 410035 409531 410277 410938 407878 | please see www.ftse.com. © FTSE Intemational Limited. 2013. All Rights reserved. "FTSE®" i a trade mark of the London Stock Exchange Group companies and is used by FTSE International Limited under licence. MOORNINGSTAR
Time of FTSE 100 Day's high:15:39:15 Day's Low08:09:00 FTSE 100 2010/11 High: 8014.31(20/02/2023) Low. 7256.94(07/07/2023)
Time of FTSE All-Share Day's high:15:33:00 Day's Low0:0:00 FTSE 100 2010/11 High: 4377.36(16/02/2023) Low: 3333.17(27/10/2023)
Further information is available on http://www.ftse.com © FTSE International Limited. 2013. All Rights reserved. “FTSE®” is a trade mark of the
London Stock Exchange Group and is used by FTSE Limited under licence. T Sector P/E ratios greater than 80 are not shown.
For changes to FTSE Fledgling Index constituents please refer to www.ftse.com/indexchanges. + Values are negative
K RIGHTS OFFERS UK COMPANY RESULTS UK RECENT EQUITY ISSUES
Amount Latest Company Tumover Pre-tax EPSip) Divip) __Payday Total Issue Issue Stock Close Mkt
Issue paid renun closing Baltic Classifieds Group it 35791 20778 17585 12189 0031 0023 000000 082400 10 2300 date pricelp] _Sector _code Stock pricelp) +- High Low _Cap(em)
price w date High Low Stock Price p +or- | JPMorgan Japanese Investment Trust ~ Pre 54241 402673 34490 258800L 000000 620000 - 0000 6200
There are currently no rights offers by any companies listed on the LSE. Redde Northgate It 911296 69632 97425 101935 32900 34400 000000 750000 - 16500 22500
Schroder AsiaPacific Fund Pre 25676 141550 13910  87.040L 000000 12.00000 - 0000 12000
SDCL Enery Efficiency Income Trust Int 89100L  1500L  8100L 0200 156000 150000 Dec22 3060 2905
System Group It 13305 10495 0825 000GL 4800  1700L 000000 000000 0000 0000

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

§Placing price. “Infoduction. $When issued. Annual report/prospectus available af www.ft.com/ir
For a full explanation of all the other symbols please refer o London Share Service notes.
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MARKET DATA

FT500: THE WORLD'S LARGEST COMPANIES

52 Week 52 Week 52 Week 52 Week 52 Week 52 Week
Stock PriceDayChg — High Llow Yid P/E MCapm  Stack PriceDayChg — High Low Yid P/ MCapm  Stock PiceDayChg — High Low Yid P/E MCapm  Stock PriceDayChg — High Llow Yid P/ MCapm  Stock PriceDayChg — High Low Yid P MCapm  Stock PriceDayChg — High Low Yid P/E MCapm
Australia (AS) Finland (€) Denso 2301 5600 261375 1597.25 203 1974 4926295 | Richemont 11325 175 16110 10295 200 1722 69686 | BiistolMyers 4995 -028 8124 4825 446 134110163615 | Linde 39935 462 41619 30217 121 3524 193641.02
ANZBak 2470 031 2608 2239 610 1037 4884748 | Nokia 282 018 481 270 320 386 1732048 | EastpRwy 8130 3100 849 6706 124 2426 2087145 | Roche 24995 100 31040 230.90 368 188520100217 | Broadcom 90658 654 99987 51605 193 285037417775 | Llockheede 44791 167 50810 39377 261 165711112465
BHPGroup 4723 071 5005 4166 B850 123215753506 | SampoA 4085 054 4546 3455 441 2870 2211637 | Fanuc 4125 700 24645 3603 262 2457 2810637 | SwissRe 9876 030 10420 8310 561 1957 3569084 | Cadeelesn 25971 247 27933 15488 - 8042 7065722 | Lowes 20898 306 23721 18185 199 2067 120187.03
CowBkAu 10834 163 11138 9305 395 180111724856 | France FastRetail 38960 730.00 379302538667 069 3369 7989299 | Swisscom 50620 -1.00 619.40 49570 420 1627 3001447 | Caplne 11631 099 12094 8393 204 894 4429629 | Lyondell 9318 036 10205 7920 512 1454 3022403
(&)
cst %747 435 31421 22865 129 3922 8502866 | AiusGpe 13530 174 19928 10704 130 281811796757 | Fuitwind 2718 5850 3115 1380 282 837 1391913 | UBS 2472 033 2535 1438 220 242 8558281 | Cardinalith 10595 119 10803 6853 18610695 261133 | MarathonPi 14439 -453 15965 10432 194 535 5062449
NethusBk 2932 055 3215 2510 534 1247 6024437 | iliquide 17345 098 17524 13186 170 2853 980345z | Hitachi 103% 22500 10510 6295 141 1431 6546826 | ZuwichFin 44700 260 45790 39300 517 16.12 7488242 | Camival 1767 107 1985 753 - 1378 1977769 | Marsh&M 19342 294 20196 15186 121 2967 9536761
Telstra 385 007 446 375 416 2301 2927303 | pxa 2967 040 3034 2460 574 1028 7264319 | HondaMir 1527 3050 1821 100033 264 880 5636756 | Taiwan (NTS) Caterpilr 25734 215 29388 2004 185 161813100787 | MesteCard 40985 117 41860 3%.43 051 387838132655
Wesfarmers 5330 088 5428 4513 353 2444 3978025 | pNpPaib 6066 090 6702 4707 644 863 7511157 | JapanTob 342 4500 3858 25555 6544 1452 5219576 | Dugeloeon 12200 050 12800 11050 386 2542 3004374 | CenteneCop 7397 104 8779 6083 - 1530 3951485 | McDonaldse 28566 -083 29935 23677 206 2658 2072012
WestpecBank 2179 037 2410 2003 595 1205 5031637 | CirisianDior 69000 550 87200 62150 174 187713440184 | KOOI 4662 6800 4767 3873 292 1515 7292222 | fomoReten 8310 030 9000 7800 133-6098 2512958 | CharlesSch 6289 066 8663 4500 148 184611142106 | McKesson 45527 553 47635 33175 047 17.14 6057869
pows 0 o ax o s ame | Gwly” Y 05 WE D i ho'wMa | om0 m wmomum om: | D om0k dn 3D ey | oo wp uoma md | uioels | Wl [ on oo g i oe e
Belgium (€) Danone 5872 010 6188 4804 341 2874 4294684 itshCp MediaTek 92700 200 95300 621.00 822 17.91 4707387 euron Corp R erc -
Mgy 53005 60T W1 T3 8T T0wwME | EoF 0 - 1205 727 241 -231 533944 | MitsubEst 110461 1704 110595 94863 - - - TawanSem 5000 - 59400 44250 193 156646923201 | ChootleMedc. 221866 750 220839 134405 - 5595 6089037 | Meta 3046 217 30292 11246 - 377071129527
K8C Grp 5555 068 7246 878 721 722 2501125 | EngieSA 1609 010 1614 1255 872 504 477784 | Misibshfle 20055 1250 21085 1273 201 1761 297518 | pyind (re) Chubb 2034 254 23137 18340 148 1613 9152845 | Metlfes 6399 002 7585 4895 31315022 4736477
Brazil (RS) Esshiwotica 18046 080 18840 15515 179 3452 8830z | Mitsufud 91556 1207 114748 77438 - - - ST W5 85 528 1375 eS| o 25683 095 34011 24050 181 1187 7515359 | Microsofte 36971 281 38430 21935 071 3856274778171
f e 0% o0 1275 549 TS g3 | Hemeshl 19572 2400 20505 1432 067 518222096369 | MitURJFin 1244 750 1344 73630 260 96510425649 . _ CintasCorp 54987 -121 55994 42500 087 4160 5600652 | MnstrBwg 5390 -036 6047 4713 - 4016 5607979
Bndenco W% 01 118 1118 42 1085 1502248 | Loreal 4140 165 44260 33000 136 405875530282 | MuhoFin 24535 1900 27245 1655 350 961 4231939 | United Arab Emirates (Dhs) Cisco 4800 007 5819 4556 314 159719504683 | Mondelezint 7095 027 7859 6075 215 2379 9654874
cido 43 005 o8 324 688 61 243427 | LWMH 71860 540 90460 65500 167 224438930828 | MurataMfg 28915 7200 29945 2146 174 793 3982169 | Emirtestele 2430 070 3898 1160 293 2415 5753584 | Citigroup 4862 192 5274 3817 416 778 9304337 | Monsanto 007 002 1143 9% - 5184 25175
faidFne 2697 031 250 1953 558 835 272033 | Orange 1113 004 1187 910 630 1822 3195073 | NipponTT 17330 250 18340 14760 279 121210659493 | United Kingdom (p) CMEG 21319 515 22380 16655 404 2631 7674623 | MorganStly 8060 043 10099 6942 381 143013228545
Pottobrat 33 081 4188 2361 4328 - Siap | PemodRic 19830 090 21800 15465 269 1641 43er3z | NissanMt  SBT60 1120 71250 40810 173 805 1667469 | MgoAmeicm 2199 4400 36485 1678 712 1635 3/04311 | CocaColas 5854 012 G499 5155 305 245225309266 | Netix 45118 397 48500 27341 - 48.45197474.04
Vel 16 019 9530 6100 74 616 Gsians | Renault B2 211 439 3105 066 334 1213269 | Nomura 61170 1350 66170 47350 280 1656 1314508 | Aschrfd 2425 2100 2430 15395 180 2545 2330968 | Cognizant 7050 037 7271 5425 157 1663 3534958 | Nextfrafe 5958 135 8861 47.15 297 148512223049
! ’ : Safran 16398 350 16428 11456 082 2231 7560395 | NepnStl 3476 4300 3816 21765 522 557 2243872 | AstraZen 10130 14001282845 9778 222 3260 197735 | ColgtPim 7743 025 8209 6762 242 4367 6373371 | Nike 11669 128 13022 8866 1.16 36.24 142830.06
Canada (CS) | Panasonic 1468 1550 1808 10745 206 814 2447343 | Aviva 42630 600 46730 36600 7.7-2153 1470383 | Comcast 4194 033 4746 3378 265 266216839567 | NorfolkS 22544 153 26171 18309 228 2048 50980.18

T Sanofi 8613 027 10518 8060 414 125511755301
BaschHith 978 000 1381 756 - 1427 260283 | oo e 6120 060 6214 4399 327 1151 3344433 | Seven&! 5881 11100 6619 5162 188 2296 3541191 | Barclays 14024 078 19886 12812 517 405 2673047 | ConocPhil 11028 286 12735 9153 349 106713094735 | Northrop 48004 343 54780 41456 1.46 16.08 7238648
BCE 5560 060 6566 4957 689 2173 3739628 | o L 12960 258 17326 12956 183 2451 106692 | SMOEtsuCh 5201 15900 21055 3797 194 1541 7151081 | BP 46595 595 5057 475 426 595 993425 | Constellation 23583 -0.84 27385 20812 142 2788 4331225 | NXP 20973 390 22557 15090 176 20.03 5405941
BMont 11635 060 13764 10267 496 1138 6185243 | o o 2357 026 2833 1933 722 508 2042326 | Softbank 5789 3500 7297 4766 077 601 5780527 | BrAmlob 22795 20800 3453 2233 7.31 589 6420276 | Cominge 2889 043 3700 2526 377 3941 246686 | Occid Pet 5673 055 6793 5551 1.08 967 4934344
BkNva$ 6014 012 7441 5520 696 933 5383028 | . 6065 072 6480 5055 450 85915787535 | Sony 13130 50000 14100 9994 058 180511248835 | BT 13665 640 161.40 10940 563 7.23 1711612 | Corteva 422 033 6540 4322 134 2843 3116312 | Oracle 11307 147 12754 7806 127 337630972755
Brookfield 5688 1129 6383 4128 09444660 6994882 | L Lo 4968 005 7309 3968 . 733 76157 | Sumitomof 7199 4900 7843 4569 336 1206 6540687 | Compass 2042 -BO0 2250 18525 154 2824 4400863 | Corteva 422 033 6540 4322 134 2843 3116312 | Pepsico 167.16 078 19688 15583 279 295522982226
CanadPcR 10069 082 11296 9445 077 2156 6917285 | o - 11568 038 11602 9188 346 1470 7461699 | TekedaPh 4143 600 4873 3958 438 2144 4453244 | Diageo 27745 -3800 38605 2719 280 1688 7825954 | Costco 60679 144 60888 44790 (062 442326864834 | Perrigo 3045 046 4028 2681 3477319 412617
Canlmp 57.48 001 6360 47.44 597 1165 3945809 . r TokioMarine 3745 7800 3793 2511 269 1978 5094156 GlaxoSmh 1440 040 172581 1664 401 1136 746277 CrownCstl 11833 038 15189 8472 516 3039 513184 Plizer 2921 012 5493 2830 549 7.84 1649035

Vivendi 875 1022 799 286 900 972015
CanNatRs 8602 -420 9344 67.13 401 1240 6871043 Germany (6 Toyota 2827 7350 29115 1764 2.14 125931330013 Glencore 44650 810 58325 41095 623 7.47 6887283 CSXe 3342 013 3438 2760 125 1704 6603242 Phillipse6 12606 -1.65 131.37 8974 317 549 554586
CaNathy 15842 013 17539 313 194 2013 Tozizay | Semamyl®) o | Moxico (Mexs) HSBC 61470 1130 66560 481.00 530 65114971272 | CVS 7328 226 10483 6441 312 3378 9429735 | PhilMois 9111 -143 10562 87.23 552 17.79 14143971
Enbridge 247021 %629 4275 748 2087 7039157 | FI e oo aagr laoe e anae ot | Ameri 640 071 2025 1586 207 1128 4171645 | ImoerelBends 1848 1550 2124 15535 764 1050 2066825 | Danaher 22050 106 24958 18209 047 261316293343 | PNCFin 14141 275 16685 10940 420 979 56320.42
GiWeslif 873009 M2 2958 459 1793 006K | B 23 009 6 s 102 2700 uvmey | FEMSAUBD 21828 140 2223 14818 151 3413 273i7z7 | ledneMats 6250 - 5391 4292 348 3711 1807492 | Deere 36685 572 45000 34555 129 11.1110565661 | PPGInds 14350 085 15289 12033 171 2601 338373
ImpOil 7561 124 8511 6019 231 7.95 3093552 ayer » g WalMitMex 6612 074 7604 5928 151 2314 Gegoe74 | LvdsBka 4581 080 5433 3942 524 580 3666734 | Delta 3939 178 4981 3060 - 853 2534602 | ProctGmbl 14615 01 15838 13583 249 2501344458.92
Manulife %687 006 2750 2369 525 395 369044 | BMW 9935 169 11346 8216 857 571 646389 aviriiex -

1 : . Conental 7328 155 7924 543 206 2191 1681673 | Netherlands €) LSE Group 8922 -1800 904 7052 120 7398 567265 | Devonbrergy 4323 055 6725 4259 1033 595 2769746 | Prudntl 9866 062 10731 7537 492 1838 3561626
Nutrien 7297 044 11327 7069 372 752 2660423 Dout Bank 8 010 123 795 25 509 263292 ASMLHG 64800 570 59810 50030 090 MBI Natl Grid 10515 1650 122921 91800 491 1425 48841.14 Digital Realty  137.58 -1.10 13335 8633 35110936 41666.33 PublStor 26893 010 31648 23318 368 1175 4728762
RYIBKC 12413013 14018 107.92 428 11.89128341.01 NewestGowp 21940 460 31000 16800 628 491 2432606 | DiscFinServe 10263 361 12250 7904 241 716 2567775 | Qualcomme 13061 014 13994 10147 231 1726 145368.93
SHOP 9868 290 10250 4406 - 4648 8773022 gE“ETP‘k'“t ng ggj gggg ;223 ilg fggg‘é;zg:;g :*N%"Eke" fg;s ég‘]’ ‘?ggg 8;23 5% 12?3 2?§§S§§ Prudential 88400 3060 13575 81400 167 891 306517 | Disney 9214 135 11818 7873 - 756216854531 | Raytheone 8280 0.1 10884 6856 268 2217 11905823
SwcorEn 4158 195 825 309 456 884 5 | DewsPos T ote b s 410 seon sereo | Uniever 12 001 e 429 325 2280 13ss00gr | Peckit® 502 -1200 6570 5308 339 1745 48662 | DollrGeneral 13501 162 25100 101.09 165 1413 2963042 | RegenPham 83935 1846 85397 66800 - 2240 899193
Tomfeut 19265 055 1948 19667 135 %270 6% | EON S 06 LS B8 A S A - RELX 3092 2000 3119 2272 177 3390 7348649 | DominRes 4695 064 6394 3918 563 1756 3929673 | S&PGlobale 42040 -275 42865 32115 082 597713318272
TntoDom 8224 022 8405 7589 462 105510926374 p SE B0 008 3122 2329 320 1618 1735714 Norway (Kr) RioTinto 5492 7200 6354 45095 693 1325 86549.06 DukeEner 9288 041 10643 8306 429 2008 7158371 Salesforce 25170 068 26343 12634 - 16072 2436456
TrmCan 5170 015 5868 4370 7.19 5657 39545.93 H’“:"“ESA 510 005 7010 553 286 1975 1797012 DNB 21300 330 22440 177.45 843 1179 3001248 RollsRoyce ~ 28860 390 28954 8645 - 1463 305915 DuPonte 7109 021 7874 6280 192 3535 3057172 Schimbrge 4935 126 6278 4273 171 1825 7024282
China (HKS) enkelkga b Equinor 32870 345 38285 27870 296 395 90164.46 Shell PLC 2490 3600 2801 214345 339 7.70 205727.87 Eaton 22756 196 24044 15159 145 3393 90864.71 SempiaFnergy 7252 159 8413 6375 3.19 1856 22819.68
AgricBkCh 78 001 328 250 - 373 1109794 b‘”ded . 322;5 g;g 332?3 zgggg ggg 5252‘?35%2 Telenor 12160 135 13495 8760 774 2937 1554385 | Siandch 66340 1760 79940 57880 213 868 2226615 | eBay 4215 067 5075 3717 221 1795 2187585 | ShwinWile 28840 540 28902 20543 083 3231 7382062
8k China 28 001 345 260 880 383 d0is0gy | (R POl T 0 seade 298 1906 e | Latar(@R) Tesco 20670 260 30723 21995 380 1460 256552 | Ecolab 19034 034 19372 14013 109 4675 5427351 | SimonProp 13236 158 13298 100.17 539 2031 43181.05
BkofComm 459 009 565 423 875 371 2057472 | e SO e e 140 S04 igetopy | OQet@NBk 1580 020 1964 1431 397 B1 39738 | Unilever 3303 100 486864 37165 391 1359119689.99 | Edwadslies 6956 071 9487 6057 - 3107 4218814 | SouthCpr 7128 031 8759 5915 452 19.99 5510731
BOE Tech 059 003 08 047 - 919 1503 | S Y092 218 16700 11948 265 1449 139157 | Saudi Arabia (SR) Vodafone 7219 063 10324 6973 1095 193 2461858 | Elevances 47750 455 54401 41200 115 179511219299 | Stabucks 9664 110 11548 8921 213 2974 109855.92
ChlomsCons 344 003 552 333 709 291 194599 | LA SC el el L S0 re agsessr | ARanBik 7530 - 737 000 164 1841 80as | WPP 72120 880 1082 65600 542 1490 984373 | EliLilly 59011 195 62997 30214 071 829756019569 | StateSt 7279 043 9474 6278 343 994 2246179
ChEvbrght 221 003 278 215 928 305 3587.32 u Natnlcombnk 3435 010 15525 000 411 1092 544974 | United States of America ($) Emerson 8798 037 10062 7694 234 1596 501574 | Styker 28736 315 30693 23395 102 40.97 10916653
ChRailCons 446 004 746 433 592 235 118559 | HongKong (HKS) SaudiBasic 8000 000 2115 000 526 6118 6398805 | 2isCFoxA 2041 -008 3726 2867 149 1280 72697 | EOGRes 11932 263 13795 9852 262 812 6958141 | SychronyFin 3463 065 3735 2659 263 636 14327.98
Ch Rail Gp 340 004 630 331 619 255 183148 AIA 6320 035 9365 6115 240 §1.57 92556.98 SaudiTelec 3810 -0.15 8480 000 416 1557 507905 M 10300 131 13002 8535 575-3687 5688589 Equinix 81350 -7.98 82486 640.92 1.59 94.83 76374.17 T-MobileUSe 15482 082 15559 12492 -  31.1317904547
CiConstBk 444 002 570 401 937 321136e5zs | BOCHd 2080 020 2625 2030 680 102 28K | G L e Mbotld 10475 040 11583 8957 185 360918185213 | FquinResTP 5868 043 6945 5257 435 27.85 2228226 | Targete 13343 055 1768 10293 317 1870 6159953
ChinaVanke 7.5 -005 1778 720 1445 391 204811 ChOStndglnv 1350 010 2320 1338 579 693 18917.03 088 48 00 %40 3030 48 655 60553 Abbvie 14615 158 16811 13096 392 3036 258033.29 Exelon 3890 040 4437 3571 355 1835 3872252 TEConnect  131.85 216 14660 111.94 171 2060 4097625
ChinaCitic 352 005 474 334 1008 295 67068 ChngKng 3780 040 5170 3700 59 724 1717475 JrdMiUSS 4068 087 5479 3837 52¢ 2418 117645 Accenture 33749 166 33945 24280 130 29.60 22435884 ExxonMb 9915 129 12070 9802 361 80139292331 TeslaMus 24485 613 29929 101.81 -  70.42778346.19
Chinalife 1020 008 1584 1002 515 930 9717.36 Citic Ltd 728 0111086 653 883 326 2711358 Qc8e 1261 001 1330 1193 520 863 4229949 Activision Bli. 9442 005 9457 7094 - 3623 742895 Fedex 26670 062 27095 16261 1.76 16.38 6705383 Texasinstr 15806 0.81 188.12 133.48 3.05 19.15 1435462
ChinaMBank ~ 2655 065 5300 2570 702 452 1560521 Citic Secs 1572012 19.18 1354 335 1047 527318 SingTel 233 003 268 225 414 1694 2671189 Adobe 50927 295 62860 31860 - 542227284763 Fidelity NIS ~ 60.39  0.80 77.28 4691 325 -155 35780.08 TheTrvelers 18297 -0.70 194.45 15733 205 1959 417891
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Platinum 90800 2200 pread Sprea oread Spread | Sieden 0630 013 11599 083 013 032 025 109
Bd v v Bd v s | r r Alldata provided by h noted. All d
Pallad 96500 7.0 0339 350 11197 255 007 024 024 083 ! Y : t |
Bulk Commodities Dec 05 Yield _Bund T-Bonds Vield Bund TBonds | Swizerand Q28400 TR0 078005 022 017 i | & thetime of publcaton. No offer is made by Momingstar, itssupplers or the FT. Neiher he FT, nor
Iron Ore 130.77 0.31 S&P GSCI Spt 526.07 Australia 437 225 018 Netherlands 243 031 176 06/29 000 9504 073 002 018 015 025 Mommgs\ar‘s suppliers, warrant or guarantee that the information is reliable or complete. Neither the FT nor
Baltic Dry Index 284800 -295.00 DJ UBS Spot 97.82 Austria 259 047 160 New Zealand 487 275 068 | United Kingdom N B B B N N ~ | Momningstar's suppliers accept responsibility and will not be liable for any loss arising from the reliance on the
Richards Bay ICE Futures 105.25 -0.70 TR/CC CRB TR 30318 Canada 338 126 081 Norway 338 126 -081 0727 125 9085 398 012 015 011 074 | useofthelisted information. For all queries e-mail ft.reader.enquiries@morningstar.com
LEBA EUA Carbon 5891 R ; 07/47 150 5615 455 014 008 012 103 - . .
LEBA UK Power 104800 3743 -3960 Bi?ﬂk 525 Sf? 1 :; Zﬂgfnga‘ ggg g:; 1 gg United States - E E E - - - | Data provided by Morning | www.morningstar.co.uk
Sources: T NYMEX, § ECX/ICE, # CBOT, % ICE Liffe, ¥ ICE Futures, & CME, & LME/London Mefal Exchange Latest prices.$ | Germany 212 000 207 Sweden 083 129 33 0325 050 9444 491 007 015 013 067
unless otherwise stated. Italy 174 038 245 Switzerland 073 139 348 02/30 150 8546 419 011 016 007 054 POWERED BY
Japan 032 180 387 United States 419 207000 05 025 6278 211 011 015 013 074
interactive Data Pricing and Reference Data LLC, an ICE Data Services company. Interactive Data Pricing and Reference Data LLC, an ICE Data Services company. M DHNmﬁsmﬂ
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0 e i 60 E B
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%u_cuh’:m 23 600 258 19065 241 1784 11470 N N Polymtinti# 21500 5000 36202 12500 - 58 120 Smart(J) 12500 - 17700 10800 258 342 20 Vodafone Gp® 7219 063 10324 69731085 1.93 660588
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Tyman 27450 - 3000 21450 291 1085 2345 | Unilevers 3303 100 48864 37165 391 1359 23268 | Avivam 42630 600 46730 36600 727 2153 7332 | GeoPark$ 850 018 1676 844 599 271 2155 | Kingfisher 22530 210 29624 19830 550 1295 68632 | poo'ce 1000 200 18350 286 - 305 1380
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i UoodGupRC 14200 190 22866 120.54 160 9553 | Sainshury(J) 29000 080 29110 21460 366 2437 31794 ; .
Halma 2168 3000 252095 1802 081 3139 7275 | Swith&Nephew 10285 300 131675 83700 265 2333 17381 | oo 1054 900 1201 9604 080 2610 4509 _ _ Teseom 26700 200 30723 2196 380 1460 103137 | ImUConsAir 16180 610 17358 12270 - 359 200759
Morgan Add 26700 450 32650 21550 449 1302 7802 | Woyge, Leisure & Pers Goods Lancashire 65000 2200 69000 50287 177 -3386 15965 & Biotech i u 800 7600 76526 34566 - 616 27932
Oxfordin 2145 1500 28848 1634 079 2930 857 BartDev 53180 580 53260 36415 675 1011 93554 Leg&Gen 23570 770 31113 20310 7.56 7.24 16626.9 AstraZeneca® 10130 14001282845 9778 222 3260 10459 Support Services Whitbrde 3281 4100 3709 2565 - -2663 6906
Renishawe Q214 4000 429 282342 228 2013 M3 | Al 22 2600 2510 163 age 728 a1 | OldMut 5020 060 5630 4290 642 805 1703 | GlaxoSmhm 1440 040 172581 1664 401 1135 79027 | AshtdGp 447 11200 G012 4386 131 1648 9089 | ygilities
Spectris 6 4300 /G 2917 202 130 93 | g 171 9300 484 33 019 1268 o115 | PhoenixGrp 48130 570 64320 435401055 588 19991 | WikmaPhm 1803 400 2222 14715 212 1351 4088 | Bunzle 3055 2800 322648 2680 205 2103 6878 | o TR R R R T R T R Ty TR
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XP Power 1166 2000 2750 68241 789 623 352 ey 5 o RichterG § 2540 - 2660 1930 251 1179 00 | DCC 552 400 559519 3986 288 1832 1721 atl B o g
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ploma 25 6l
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& Defence LPA 7800 100 10400 71.00 - 28883 200 Health Care Equip & Services Media Real Estate Tech - Software & Services
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AccsysTeh 6180 020 10800 5800 - 212 364 | ropneenins 1054 1200 1483 95000 15510330 1383 | IT Sareum 8250 - 14900 5510 - 2083 654 ;Z'nl'f mggg g;g szggg aséég 161 ;g?; 5?;25
jic & ical Equip Nichols 1005 5500 1520 88200 185 -1674 104 Kepwords Sudios 1302 200 3000 1252 0.18 3683  629.1 SratleigSens 68000 2100 93400 57400 445 56.38 1991
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Fund Name = Government - 035% | General Electic Co Industrials 371%
Global Leaders Fund USD C B Municipal - 0.00%
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Sterling Fixed Interest Fund ~ £06605 - 00041 476 250 -6.32 J
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The ProviT Hunter BROOKS MACDONALD EUR Accumulting Cass ) € 10.55 569199 American Special Sits W-ACC-GBP £ 23.44 000 064 299 1287
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8P Distibuting Class e - 231 119 AsiaPacificOpsW-Acc £ 270 001 138 512 052
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Sarah
Hemming

eclining on a sunlounger in

the Californian heat sounds

like a dream holiday, but not

in the hands of playwright

Annie Baker. In her brilliant,
moving and funny play Infinite Life,
those loungers are occupied by patients
in a health clinic, undergoing a fasting
treatment to try to rid themselves of
chronic pain or disease.

Atleast that’s the premise. As Infinite
Life unfolds, we become progressively
uncertain about the location. The six
patients seem suspended in limbo.
Although it’s a clinic, we see no evidence
of any staff, and time lurches forward in
odd jumps, signalled by shifts in lighting
(Isabella Byrd) behind the latticed wall
on the biscuit-brown set (from the
design collective Dots).

There’s something surreal to the
whole texture of James Macdonald’s
staging, co-produced with Atlantic
Theater Company — a suspended qual-
ity familiar to any period of illness. Mac-
donald directed Caryl Churchill’s
Escaped Alone and, in some ways, this
feels like a cousin to that play: a group of
older women, all funny, frank and
unpredictable, perched in a liminal
space at one remove from apocalyptic
events elsewhere.

But Baker has her own drily witty
style. For a play about chronic pain,
there are a surprising number of laughs.
Leading the fray is Sofi (the excellent
Christina Kirk), seeking relief from an
agonising bladder condition and, at 47,
the youngest of the women. As we meet
her, she is on day one of her treatment
and still focused enough to read George
Eliot’s novel Daniel Deronda. Kirk’s phys-
ical tracking of Sofi’s unravelling is
beautifully observed, slumping further
down her lounger as normal life recedes.

Around her, seasoned patients — the
fragile Eileen (Marylouise Burke), gar-
rulous Yvette (Mia Katigbak), prag-
matic Ginnie (Kristine Nielsen) and
careful Elaine (Brenda Pressley) — kill
time in their own idiosyncratic ways.
You become aware of the minds of these
women, dancing about while their bod-
ieslie prone, reluctant to command.

Macdonald and his cast ease you into
this world so skilfully that when a bloke
appears, you wonder whether he is a
hallucination. Pete Simpson is great as
this smug new arrival who asserts that
his agony trumps everyone else’s. His
presence is disruptive, unsettling the
rhythms the women have established,
like a new ache arriving in a familiar
pain landscape. The possibility of an
affair between him and Sofi hovers.

But this is not a play that deals in big
plot twists. Instead it rolls forward,
alighting gently on philosophy, death,
desire, sexual politics and the mysteri-
ous, sometimes agonising, experience of
living in amortal body.

Infinite Life concludes with a remark-
ably moving moment of compassion
and connection — a breakout from the
isolating misery of pain.

To January 13, nationaltheatre.org.uk

Lisa Diveney as Ruth in “The
Homecoming’ — vanuel Harlan
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Another expert in creating unsettling
liminal spaces was Harold Pinter.
The Homecoming (1964) is a case in
point. Here an all-male, working-class
household becomes a precise study of
toxic masculinity and endemic sexism:
every exchange between tyrannical
father Max, his brother Sam, and his
two adult sons, Lenny and Joey, turns
into a mini power-struggle. And in con-
trast to Infinite Life, it’s the arrival of a
woman that shifts the dial, when
estranged academic son Teddy walks in
with his trophy wife Ruth.

Matthew Dunster’s bleakly good stag-
ingaccentuates the latent horror: before
the play starts, Moi Tran’s living room
setis bathed in a fug of dry ice; moments
of revelation are picked out in sudden
shafts of white light. This is unsettling
but, as ever with Pinter, it’s the details
that are most disturbing: the lads’ blank
faces and thousand-yard stares when-
ever Max waxes poetic about their dead
mother, and their discomfort when he
talks about bathing them as boys.

A childhood rife with abuse and vio-
lence has turned Lenny into a thuggish
pimp (played with great, dead-eyed
swagger by Joe Cole) and Joey into a
damaged, inarticulate would-be boxer
(David Angland). Jared Harris’s ageing
Max is a sadistic mix of cruelty, griev-
ance and self-pity, terrified of losing
control. All three only ever talk of
women as “mother” or “whore”.

Ruth’s arrival blows open their blus-
tering inadequacies and pathetic power-
games. They talk grandly about putting
her to work as a prostitute; she quietly
takes control, laying down terms and
conditions, ordering Lenny about and
taking ownership of Max’s chair. Lisa
Diveney’s performance is wonderfully
subtle: her grab at agency suggests a
determination born of her own past.

Is the whole thing a nightmare unfold-
ing in Teddy’s head as he grapples with
the legacy of his childhood? The hover-
ing mist and heightened style support

o\

Infinite Life
National Theatre (Dorfman), London
odkok ko

The Homecoming
Young Vic, London
k2,22 9"

Boeing, Boeing, Gone!
Dunsfold Aerodrome, Surrey
odkokFok

that possibility. Either way, thisis a pin-
sharp staging of a grim masterpiece
about the rancid and destructive nature
of misogyny.

To January 27, youngvic.org

Eleanor Murton’s Boeing, Boeing, Gone!
is an enjoyably daft, interactive murder
mystery set in 1979. The passengers
(audience) clamber aboard a jumbo jet
supposedly bound for Tenerife, but the
sudden and suspicious demise of the
captain leaves their holiday plans very
much grounded. For reasons that are
not entirely clear, the crew (who are all
suspects) then draft in the passengers as
makeshift detectives. Perhaps they did
things differently in1979.

Best to leave logic on the runway here.

The real draw — and delight — of this
droll comedy from the enterprising
Guildford Shakespeare Company is the
location: it’s performed on a genuine
Boeing 747, a mighty beast now perma-
nently stationed at a Surrey aerodrome.
There’s a frisson to climbing up the
stairs to this huge “Queen of the Skies”.
Audience members peer through the
portholes, snoop inside the cockpit and
sip prosecco in First Class while interro-
gating suspects (perhaps not standard
police procedure, but plenty of fun).

Natasha Rickman’s production keeps
things moving, while her engaging cast
relish the tongue-in-cheek melodrama
and string along their amateur sleuths.
As befits the Poirot-on-a-plane set-up,
all four have motive and opportunity:
Paulina (Rosalind Blessed), the cap-
tain’s luscious, oft-married wife; Ferdi-
nand (Daniel Burke), his dippy-hippy
son; sensible Juliet (Skye Hallam), the
stewardess whose ambitions to become
a pilot he tried to thwart; co-pilot Mike
Oscar (Noel White), a chauvinist throw-
back who resents his long years as sec-
ond fiddle. The plot never quite
achieves lift-off, but this barely matters:
it’s asilly, entertaining flight of fantasy.
To December 17, guildford-shakespeare-
company.co.uk

Noel White as
co-pilot Mike
Oscar —silertip-Gsc

Neon visuals, street racing and angry Karens

There’s alot riding on the
upcoming release of ‘Grand
Theft Auto VI but early signs
are promising. By Tom Faber

efore I'd learned to drive, or

had even heard of cocaine, I

was the premier drug kingpin

of 1980s Miami. At the age of

12, playing Grand Theft Auto:
Vice City, 1 experienced the electric thrill
of total freedom. I carjacked a hot pink
convertible and cruised down the
boardwalk to the bubblegum pop of
“Video Killed the Radio Star”. I'd survey
the neon city and wonder: what would
happen if I drove a motorbike off that
rooftop? What if I became America’s
Most Wanted and then escaped? The
answer was always the same: chaos
would ensue. It was glorious.

Now, 20 years later, after ricocheting
between New York and California,
Rockstar Games’ Grand Theft Auto series
is returning to Miami with GTA VI.
There’salot riding on this release: GTA is
arare phenomenon that reaches far out-
side the gamerverse. Even people who
have never touched a controller have
heard of it. It has earned this stature for
its cultural influence but also its eco-
nomic heft: GTA V and its online compo-
nent are the single most profitable
entertainment product ever, generating
more than $7.7bn to date. But in the dec-
ade since that last entry, the gaming
landscape has shifted tectonically. Will
anew game be able to match its success?

The first official trailer for GTA VI

launched this week, announcing a
release window of 2025. The game will
be set in the state of Leonida, a fictional-
ised Florida. But while our last trip to
Miami, renamed Vice City, was set in the
sleazy 1980s, this will be a contempo-
rary tale, underlined by the trailer’s ref-
erences to social media and police body-
cam footage. With Rockstar’s signature
cinematic literacy, we are introduced to
protagonists Jason and Lucia, a modern-
day Bonnie and Clyde, and see Lucia
graduate from parole hearing to day-
light robbery, set to the pumping rock of
Tom Petty’s “Love IsaLong Road”.
While some were drawn to GTA V’s
single-player story, the game’s mam-
moth success was largely due to its
online component, which allowed play-
ers to people its world with their own
communities and pay regularly for new
things to do there. Rockstar helped

AR |

You get to see Lucia graduate from
parole hearing to daylight robbery

define a change in how games are made
and sold that was later adopted by the
likes of Fortnite. As aresult, GTA Vs still
in the top 10 most-played games on PC
today, a decade after release. Though
not yet announced, it’s a safe bet that
GTA VIwilllean into online multiplayer.

Following accusations of unethical
labour practises, a kinder work culture
has reportedly been established at
Rockstar, and the series’ trademark sat-
ire is set to be more culturally sensitive
to marginalised groups. The tone is still
essentially pastiche — in the trailer we
see an angry Karen wielding hammers,
anaked guy chased through by cops and
abillboard for antidepressants advertis-
ing “America’s Favorite Dissociative”.

Yet beneath the veneer of cynicism
and the adolescent criminal power fanta-
sies, the heart of GTA has always been its
exceptional cities. The new game looks
stunning, from gleaming ocean to art
deco facades and neon lights. There will
be plenty to do, from gator wrangling to
street racing, in a city filled with diverse
people who respond to your behaviour.
While so many open-world games have
aped GTA’s large maps and varied activi-
ties, their environments tend to feel ster-
ile. None have ever rivalled the confi-
dence of Rockstar’s tone of voice, that
personality infusing every element.

So while the hype cycle for this new
game is only just beginning, and may
well be suffocating by this time next
year, GTA VI is looking good. It knows
exactly what to promise: a world where
you’ll want to jump into a car, crank up
theradio, and just drive, because there’s
nowhere else you'd rather be.
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Countries might soon be able to trade emission reductions with other governments, but experts
warn that this theoretically simple market is already being exploited in developing nations.

By Kenza Bryan

The African land grab for carbon credits

ne day in late October,

leaders from more than a

dozen towns across Libe-

ria’s Gbi-Doru rainforest

crammed into a white-
washed, tin-roofed church.

They had gathered to hear for the first
time about a deal signed by their
national government proposing to give
Blue Carbon, a private investment vehi-
cle based thousands of miles away in
Dubai, exclusive rights to develop car-
bon credits onland they claim as theirs.

“None of them were aware of the Blue
Carbon deal,” says Andrew Zeleman,
who helps lead Liberia’s unions of for-
esters.

Only two of the leaders were even
remotely familiar with the concept of a
carbon credit, he adds — the tradeable
instrument that can be obtained when a
tonne of carbon is removed from the
atmosphere or avoided, for example
because a forest has been planted, or
protected from deforestation.

Blue Carbon, a private company
whose founder and chair Sheikh Ahmed
Dalmook al-Maktoum is a member of
Dubai’s royal family, is in discussions to
acquire management rights to millions
of hectares of land in Africa. The scale is
enormous: the negotiations involve
potential deals for about a tenth of Libe-
ria’s land mass, a fifth of Zimbabwe’s,
and swaths of Kenya, Zambia and Tan-
zania.

Blue Carbon’s intention is to sell the
emission reductions linked to forest
conservation in these regions as carbon
credits, under an unfinished interna-
tional accounting framework for carbon
markets being designed by the UN. Ina
market that is being designed for and by
governments, Blue Carbon is among the
most active private brokers.

Climate negotiators meeting in the
United Arab Emirates for the COP28
summit this week have been looking to
finalise this framework, with the aim of
sounding the starting gun on a new mar-
ket in carbon credits which would allow
countries to shrink their carbon foot-
prints by buying emission reductions
from others.

The trade is supposed to be simple.
The 195 countries that have signed the
2015 Paris climate agreement commit-
ted to setting targets for reducing their
carbon emissions by 2030. If a country
exceeds these or future targets — for
instance through switching to renewa-
bles, or reforesting territory that
increases carbon stocks — it can sell
those additional emission reductions to
another country.

The UAE, alongside other govern-
ments such as Switzerland and South
Korea, has been betting that interna-
tional carbon markets could be a central
pillar in the climate solutions offered to
world leaders at COP28.

The existing international market for
carbon credits is worth about $2bn, with
roughly four in 10 credits sold based on
nature restoration projects. Private
buyers, from companies to individuals,
can buy offsets for their own emissions
to meet their own reduction goals. Bro-
kers similar to Blue Carbon obtain
rights to buy and sell credits, taking a
cut of their value.

Until recently, governments had
steered clear of buying and selling
directly into this market. But as targets
to cut national emissions by 2030 speed
into sight, importing carbon credits at
scale has become increasingly attrac-
tive. And as plans for a national scheme
have emerged, there has been a new
rush for access to resources in countries
rich in biodiversity.

South Korea, Switzerland, Japan, the
UAE and Singapore are among the states
to have struck 95 preliminary deals since
the start of 2021 to buy future emission
reductions from countries including
Ghana, Vietnam and Senegal, according
to data from MSCI carbon markets.

A carbon credit boom could channel
money towards poorer countries with
smaller carbon footprints and higher
financing needs, to help them address
the effects of increasingly extreme
weather and temperature changes.

But some scientists argue the market
is still underpinned by tenuous account-
ing standards, based on scenarios that
overestimate both volumes of carbon
removed from the atmosphere and the
permanence of these removals.

And the scale and speed of dealmak-
ing between countries over available
land have sparked concern about alack
of guardrails around this system.

Seller countries are not being given
enough time to develop a natural
resource strategy that would promote a
fair trade in carbon credits, say commu-
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Roughly four in nity leaders and activists in the coun-
10 credits sold tries where Blue Carbon is active.

in the $2bn Key issues include revenue-sharing,
international land rights and the potential impact on
carbon credit the host countries’ ability to hit its own
market are based  climate target.

on nature “The [methods] of exploitation might
restoration be new but the consequences are not
projects. Below: so different to the last 200 years of
Sheikh Ahmed land grabs in Liberia,” says David
Dalmook al- Young, an independent expert on civil
Maktoum, chair  society’s role in forest governance in the
of Blue Carbon, country. “The promises to the commu-
right, and nities are vague and unpredictable and
Liberia’s finance  it’slike logging or mining or palm oil all
minister Samuel  overagain.”

Tweah signed a

memora[gldum of Theracefordeals

understanding Carbon credits are part of the UAE’s offi-
involving Imn cial strategy to cut its national emissions
hectares of by 2030, alongside other investments
Liberian land including in hydrogen gas and decar-
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bonising steel production.

After the country pledged $450mn to
help develop African carbon markets in
September, Mohamed Ben Salem, who
leads on voluntary carbon markets for
the UAE’s presidency of the climate con-
ference, announced in October the UAE
would like to see a 50-fold increase in
the size of this market globally.

“Voluntary carbon markets can drive
real, on the ground effective climate
action . . . with significant co-benefits
to climate, local communities and

The price of voluntary carbon credits
has fallen since its peak last year
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nature,” he said at a conference in
London.

And reforestation is likely to be a cen-
tral part of future carbon markets. A
peer-reviewed study published in
Nature journal last month estimated
that 139 gigatonnes of carbon could be
removed from the atmosphere by better
protecting existing forested areas where
relatively few people live or work.

This is more than six times the carbon
that the UN’s environment programme
has said needs to be cut from annual
emissions by 2030 to limit global warm-
ingto1.5C above pre-industrial levels.

But some of the earliest deals struck
between states are being criticised for
their lack of transparency and account-
ability. Liberia, unlike other countries
approached by Blue Carbon, does not
yet have a law governing the sale and
taxation of carbon credits.

A copy of Blue Carbon’s memoran-
dum of understanding with Liberia,
dated July and seen by the Financial
Times, proposed to give the Dubai-
based company exclusive rights to gen-
erate and sell carbon credits on about
1mn hectares of Liberian land. It would
receive 70 per cent of the value of the
credits for the next three decades, and
sell these tax-free for a decade. The gov-
ernment would receive the other 30 per
cent, with some of this going to local
communities.

Community consultation was due to
take place between August and Novem-
ber, according to the document. But
Zeleman says that the local leaders he
engages with on the land have still not
been consulted about the deal.

Blue Carbon denies failing to consult
with communities and says it will follow
all government “laws, rules and regula-
tions . . . once formal binding agree-
ments are entered into”. It adds: “Blue
Carbon is mindful of all community and
human rights including land rights in
Liberia.”

Some activists have heavily criticised
the proposed deal. Allowing a foreign
company to manage such a big por-
tion of Liberian land would endanger
the livelihoods and community land
ownership of up to a million people,
groups including the Rainforest Foun-
dation UK, Friends of the Earth and

Earthsight wrote in a letter earlier this
year.

The government was “handing over
decisions about how a substantial part
of its carbon emissions for the next 30
years are to be managed [to] a UAE firm
that has existed for less than a year, and
which has no track record in carbon
trading,” they said in the letter.

No contract with Blue Carbon has yet
been signed, says Wilson Tarpeh, head
of Liberia’s Environmental Protection
Agency, who flew to Dubai over the
summer to discuss the proposal. Libe-
ria’s government is working on develop-
ing a legal framework for carbon devel-
opers that highlights “carbon belongs to
the state”, he says, and is also consulting
with civil society on the Blue Carbon
project. “We value their position.”

Tarpeh estimates that Liberia had
2bn tonnes of carbon dioxide locked
into its forest, absorbed through photo-
synthesis. “The size of the carbon stock
is huge, so anybody will be tempted to
sell our carbon,” he says. “Butithastobe
arules-based system. It’s not like buying
acandy bar.”

Other countries approached by Blue
Carbon have been in a stronger position
torespond.

The foreign and environment minis-
ters of South America’s Suriname,
another small country almost entirely
covered in tropical forest, received a
similar offer to that of Liberia when they
flew out for pitch meetings in Dubai in
August. Suriname’s gross domestic
product per capita is about 10 times
greater than Liberia’s and its govern-
ment has more than a decade of experi-
ence engaging with financing mecha-
nisms for emission reduction.

So the ministers were better able to
push back against Blue Carbon’s initial
proposal to take a significant cut of
future carbon credit revenues, accord-
ing to an adviser to Suriname on the
deal, who asked not to be named.

A person close to Suriname’s environ-
ment ministry confirmed that it was still
considering Blue Carbon’s latest
updated offer, alongside other offers for
its 4.8mn credits tied to national defor-
estation reduction.

But such offers can be hard to turn
down. “[Blue Carbon’s] pitch is that
they have untold wealth from the royal
family,” the adviser says, a powerful
incentive for poorer countries looking
to insure themselves against volatility in
carbon pricing.

Approached by the FT about its offers
to Suriname, Blue Carbon said it wanted
to investigate “these false allegations”,
but did not specify details.

Blue Carbon has not said what propor-
tion of the credits it develops in Liberia,
Kenya and elsewhere it would sell to the
UAE versus selling these on to other
countries, or potentially other compa-
nies. The investment vehicle told the FT
it expects a “diverse customer and buyer
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base”, and operated separately to the
government.

As negotiators from each country
present at COP28 battle over how best to
strengthen the framework for govern-
ments to trade carbon credits, one pri-
ority is to avoid repeating mistakes
made by corporate buyers and sellers on
issues of accounting and human rights.

Dirk Forrester, head of the Interna-
tional Emissions Trading Association,
representing carbon traders and devel-
opers, says developing countries are los-
ing investment because of a slowdown
in appetite for carbon credits in volun-
tary markets. “It’s like someone hit the
great reset button in the sky . .. and
[the pull back] appears to be slowing cli-
mate action rather than acceleratingit.”

In particular, scientists have pointed
to several flaws in the idea of issuing
credits to reward a developer for pro-
tecting a forest from hypothetical future
deforestation, as Blue Carbon is
expected to do.

Verra, the largest accreditation body
for voluntary credits, has denied claims
that it over-credited projects based on
inflated projections of future deforesta-
tion. But at the same time it says it is
rethinking its methodology for forest-
based credits.

The UN supervisory bodies tasked
with rewriting the rules for the interna-
tional carbon credit market hope nego-
tiators at the summit convene on a com-
mon standard. “Ithink there is no moral
justification for independent standards
to exist,” Olga Gassan-zade, head of one
of the bodies, told the FT before the start
of the summit.

‘Its about climate justice’

Yet even if nothing changes, poorer
countries will continue to be attracted
to carbon credit deals because of the
scarcity of other financing to help pay
for the effects of climate change, argues
Gilles Dufrasne, a policy lead at the non-
profit Carbon Market Watch.

“Richer countries have not delivered
the climate finance that [developing
countries] need so they are turning to
what they can access . . . and the only
system that seems mainstream and
hyped at the moment is carbon credits.”

In defining what counts as a carbon
creditand who should profit from them,
the stakes are high. Honduras has
already deployed a tenth of its standing
army to protect its forest stock and to
boost its chances of selling deforestation
reduction credits to richer countries.

“It’sabout climate justice”, says Lucky
Medina, the country’s minister for natu-
ral resources and the environment.
“The vision is that the money [from car-
bon credits] is for the countries, not
individuals . . . in a sovereign market,
the carbon cowboys or brokers should
not exist.”

Additional reporting by Aanu Adeoye in
Lagos
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Tesla meets the European social model

Musk should adapt to
the Swedish system, not
the other way around

In Sweden, the innate suspicion towards
organised labour of a US tech entrepre-
neur has collided with Europe’s social
model. The Swedish IF Metall union isin
an escalating battle with Elon Musk’s
Tesla over the carmaker’s refusal to sign
a collective bargaining agreement,
where employers and unions set labour
conditions. The dispute has already
spread to dockworkers in Norway and
Denmark. Its implications for Tesla,
unions and the auto industry stretch
across Europe, and back home to the US.

Under the Nordic labour model that
Sweden typifies, unions and employer
organisations jointly set wages and
working conditions in most companies
at national level; the government does
not intervene. Both sides tend to agree
this has kept strikes down compared

with, say, France. The unions see collec-
tive agreements as especially vital in a
nation with no minimum wage.

A wrinkle here is that many small
companies in Sweden are not part of col-
lective bargaining agreements — and
despite its global clout and renown,
Tesla’s labour presence in the country,
where it has no manufacturing, is rela-
tively tiny. Only about 130 mechanics in
Tesla workshops are involved in the dis-
pute. That has led to some sympathy for
the US automaker in Swedish business
circles.

IF Metall and supporters in other sec-
tors are certainly open to charges of
heavy-handedness. Using a right to
sympathy action, cleaners, postal staff
and dockworkers have stopped co-op-
erating with Tesla — preventing it from
receiving registration plates for cars or
even unloading them from ships. Dan-
ish and Norwegian dockworkers are set
to prevent the company from bringing
cars into Sweden from their ports.

The unions argue this is an existential

issue. They have pressed other tech
companies such as Northvolt, Klarna
and Spotify to sign collective agree-
ments. If a multinational such as Tesla
can avoid a deal, they fear, others might
do the same, undermining a bargaining
system that has existed since 1938.

The stakes are high for Tesla, too.
Being seen to “fold” in Sweden could
embolden its workforces elsewhere. In
Germany, where worker representation
is required by law, Tesla is resisting
ambitions by the big unions to take the
role of organising workers at its 10,000~
strong Griinheide factory. In the US, the
United Auto Workers union is making
unusually public efforts to unionise
workers at 13 carmakers that have non-
union plants, including Tesla, after it
wrested sizeable pay rises and conces-
sions from General Motors, Ford and
Stellantis in a six-week strike.

For Musk, challenging established
ways of doing things is central to his
modus operandi. His Tesla business is
part of an invading band of EV makers

Foreign
investors need
to respect the
rules and
cultures of the
countries where
they seek to do
business; doing
otherwise can
harm their
brands
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aiming to supplant Europe’s auto giants
— which dragged their feet on the new
technology — precisely by rejecting old
practices. They are apt to see attempts
to force them into existing labour rela-
tions pacts as a form of protectionism.

But business leadership is also about
recognising what works. The Nordic
model of labour co-operation has been
found to be positive for manufacturing
productivity, and to have made work-
forces more adaptable and willing to
adopt new technology — making it gen-
erally good for employers, too.

Disrupters are vital to economic
dynamism; Musk has done more dis-
rupting, and shown more dynamism,
than most. But foreign investors need to
respect the legal and social rules and the
business cultures of the countries where
they seek to do business; doing other-
wise can harm their brands. It should be
for Musk and his company to adapt to a
Swedish model that has a record of
working well, rather than for the Swed-
ish model to adapt to Musk.

Email: letters.editor@ft.com

O pl nion AS | a Include daytime telephone number and full address
Corrections: corrections@ft.com
If you are not satisfied with the FT’s response to your complaint, you can appeal

to the FT Editorial Complaints Commissioner: complaints.commissioner@ft.com

Letters

Death, the taxi and the
Tokyo pigeon killer

Maria Hergueta

nan episode of the first world war
television comedy series Blackad-
der Goes Forth, the catastrophic
absurdity of war is laid bare in
parody by a court martial centred
around the murder of a pigeon.

Outside the courtroom, the unmiti-
gated slaughter of the Flanders
trenches is vaporising blood, treasure
and sanity at a pace that shames
humanity. Inside, officers have the
time, comfort and resources to prose-
cute aman and sentence him to death
over the foreshortened life of a com-
mon bird.

In 2023 Tokyo, now contemplating
its own dead pigeon show trial, the set-
ting is infinitely more placid. But the
underlying, tragicomic dissonance is
similar: in war or peace, is the prose-
cution of a pigeon killer the sign of a
nation that has lost its grip on reality,
or does it mark one as an upholder of

Japan's leadership is at
pains to demonstrate to
its populace that it has
not let anything slip

civilisation in a maddened world? The
answer, in Japan’s case, may be both.

The story, now covered in minute
detail by Japanese media, concerns a
50-year-old taxi driver who faces as
much as a year behind bars or a hefty
fine for amoment of madness.

According to police, Atsushi Ozawa,
temporarily blinded by avicidal rage
and a sense of mankind’s territorial
right to all available asphalt, drove his
cab into a flock of pigeons that refused
to accept cars as the masters of Tokyo’s
public highways. One of the birds was
unable to escape the oncoming vehicle
and was killed, in an incident spotted
by a member of the public and duly
reported to the nearest agents of law
enforcement.

The metropolitan police flew into
action, scouring security camera foot-
age to identify the driver and bring
him to justice. In an effort to build
their case, the police employed the
services of a veterinarian who carried
outanautopsy on the pigeon’s cadaver
and was able to confirm that the cause
of death had indeed been traumatic
shock. The police shared with local
media the arrested man’s unbowed
assertion that: “the road belongs to
humans, it’s the pigeons who should
avoidit”.

In legal terms, the overarching
question now is whether the cabbie

i

can be fully prosecuted under Japan’s
Wildlife Protection, Control and
Hunting Management Act. The legis-
lation is not explicit on this type of
incident, but it clearly hungers for the
kind of case law that this debacle will
produce.

The whole affair, from the moment
the police decided that it was worth
tracking down the perpetrator, per-
forms a much greater public duty,
however. Built into the prospect of
prosecution of the pigeon killer in
Tokyo’s Shinjuku district are three
critically important assertions of sta-
bility: ethical, social and fiscal.

On all three fronts, the assertions
come at a time of ever-greater and
more unsettling evidence from
around the world of how fragile every-
thing looks. In the face of that, and
with a prime minister suffering
tumbling approval ratings, Japan’s
leadership is at pains to demonstrate
to its populace that it has not let any-
thingslip.

Other countries may find them-
selves forced to decide that certain
crimes will now go unprosecuted or
that the rule of law is more porous
than it once was; here, pigeons are
avenged and no would-be bird assail-
ant cansleep easy.

But perhaps the strongest — if more
subliminal — assertion arises from the
financial cost of arresting the pigeon-
killer. The implication is that such
expenditure is critical to civilised soci-
ety. Not only should the state pay for a
postmortem on a species of bird that,
across the country, public signage
orders people not to feed, but Japan
can afford — financially and despite
the rising demands on the public
purse — to do these things properly.

And in that lies a clue to how one of
the world’s largest economies intends,
for now, to keep treading the high-wire
of epic public indebtedness and what,
to many, looks increasingly like a loss
of fiscal discipline. Even with govern-
mentborrowing at aratio of about 260
per cent to gross domestic product, it
is making it clear that Japanese life
and Japanese standards are operating
asusual.

This stance, in all its bravado, is
what allowed Prime Minister Fumio
Kishida to push through a ¥17tn
($113bn) fiscal stimulus package last
month, and to propose tax cuts at the
same time as locking Japan into a his-
toric increase in defence spending. It
assumes that nothing huge — includ-
ing plausible and in some cases quan-
tifiable threats such as an earthquake
or regional conflict — will upset the
equilibrium.

The Blackadder trial exposed
pigeon-based truth in the extreme dis-
tortions of war; Tokyo’s trial could find
it in the also considerable distortions
of peace.

leo.lewis@ft.com

Lebanon’s gasfield deal with Israel offers a glimmer of hope

Aside from shifting liabilities from the
Banque du Liban to the government,
Ricardo Hausmann'’s proposed
resolution for Lebanon’s economic
crisis (“There is a realistic solution for
Lebanon’s economic crisis”, Opinion,
December 1) comprises two elements.
First, a writing down of government
and central bank debt by “upwards of
80 per cent” — albeit obscured initially
by a dollarisation of the economy and
the substitution of government paper

Banks’ shareholders fear
the wrath of regulators

I read your interesting piece on the
reasons why European bank prices

are so low despite shareholder payouts
running often at more than 15 per cent
(“Europe’s zombie banks are grappling
with distinctive drawbacks”, Opinion,
December 5).

An important point that you don’t
mention that could also raise banks’
cost of capital is related to the
extremely loosely defined resolution
powers of regulators (see how they left
Credit Suisse shareholders with a
rather small amount of money and
even cancelled AT1 bonds).

How much of the true fundamental
economic value of banks can be
destroyed today by the possibility
that in the future regulators could
act brutally in a precautionary
manner when they find the level
of remaining equity too low (but not
yet negative)?

This is an interesting question, with
no obvious answer. But with some
reasonable assumptions about the
regulators’ behaviour (who may give
a strong role to equity prices in their
decisions to kill zombie banks), it
is possible to show that 100 per cent

for the assets of banks with the central
bank and depositors with the banks.

And, second, structural reforms to
promote rapid gains in productivity
and higher growth. These are
conventional solutions for debt crises.
Lebanon’s is dire and has been
exacerbated by decades of political
instability and economic
mismanagement.

It is difficult to imagine that bank
depositors will be greatly enthused
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of the true value could be destroyed.

I believe that, on top of all the
problems you mention, shareholders’
knowledge that they would be the first
victims of zealous regulators in case of
problems unfortunately contributes to
the low valuations you discuss.
Olivier Davanne
Risk Premium Invest,

Paris, France

about holdings of dollar-denominated
government paper if this will be subject
to the broad 80 per cent haircut on
debt. And such a debt writedown,
acknowledged to be inevitable, will
surely be anticipated. Changes in
financial arrangements — a shifting of
liabilities from the BAL to the
government — will do little to promote
confidence, investment and growth
unless it can somehow be coupled with
deep governmental reform.

Remember Mervyn King’s
role in averting crisis

The sad death of Alistair Darling has
rightly been marked by tributes to his
time as chancellor. Yet to give him full
credit for avoiding a great depression
(Obituary, December 1) and saving
the banking system following the run
on Northern Rock paints a less than
complete picture.

Equal recognition must be given to
the then governor of the Bank of
England, Mervyn King, for refusing the
chancellor’s demands to increase
support for the banking system. The
governor refused levels of support
beyond those provided on the basis of
moral hazard, and since we now know
that some of the same bankers
supporting the chancellor’s pleas for
more help were either manipulating
(or planning to manipulate) markets
in Libor, metals, commodities and
derivatives and forcing company
liquidations in disregard of due
process, then King deserves full credit
for holding firm and playing his part in
averting what could have turned into
a systemic disaster.

Charles Bishop
Managing Director, Capital Value Brokers,
London W8, UK

The second element — the elixir of
growth — is the magic wand that cures
all ills, if only it can be found.

I would question the word “realistic”
in the title. Structural reform that
elicits sustained growth is chimerical
with a fractured, dysfunctional
government. Perhaps the offshore
gas agreement with Israel is the one
glimmer of hope.

Leslie Lipschitz
Boston, Massachusetts, US

Cheese after dinner
is the order of the day

Arlette Laurent asks, from New York,
why the British finish a meal with
savoury cheese not a sweet-tasting
pudding (Letter, December 1).

Cheese, unlike sugar, is good for
teeth, neutralising mouth acids within
two minutes.

Adding to the lingering, gustatory
delectation of a Roquefort, parmesan
or Gorgonzola, casein coats your teeth,
reducing decay, cavities and sensitivity.

Caseum et mel edo (I eat cheese and
honey), but the other way round.
John Doherty
Stratford-upon-Avon, Warwickshire, UK

Immigrants are being
dehumanised by UK

We've had the “small boat” people.
Now James Cleverly is happy with
low-paid care workers that “we can
keep bringing over” to fill shortages.
Dehumanising people looks like the
way to handle immigration (“UK
government unveils measures to cut
immigration by 300,000 a year”,
Report, December 4).

Bruno W Boesch

London W11, UK
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New calendar
hopes to revive
the real spirit
of Advent

by Franklin Nelson

ver the past week,

millions of doors across

Britain have been gently

opened. After tearing

back a thin curtain,
hands young and old have reached
inside to extract a small, sweet,
sought-after item from its casing.
‘What was taken, it’s safe to say, will
never be seen again.

Iam alluding not to a sudden wave
of house burglaries but to Advent,
which signals the return of calendars
across the nation — most of which
contain chocolate. Beginning
traditionally on the fourth Sunday
before Christmas and ending on
December 24, the period is one of
reflection and preparation for
Christians before they celebrate the
birth of Jesus.

This year, there is a new calendar
entrant from a rather unlikely
place. The Church of England has,
for the first time in its history,
released an Advent calendar. On sale
for £3.99, it requires users to pair the
right sticker with each of the 24 days
so that they end up with a complete
Nativity scene.

The church says it commissioned
the calendar so it could offer
“something that would enable the
Nativity story to be shared between
children and parents”. The Rt Rev
Sam Corley, bishop of Stockport, tells
me the aim of the calendar — which
comes alongside a new carol, “The
First Nowell” — is to get back to the
original meaning of Christmas and
provide a “different experience” from

the proliferation of other calendar
gifts that we have grown used to.

In the past, after all, Advent was
marked for many by abstinence,
rather than indulgence: people would
fast in the run-up to December 25, at
which point food — meat in particular
— that had been forsaken for weeks
would be relished for 12 days until
Epiphany, when the Magi visited
Jesus, according to the Bible.

The tradition of Advent calendars
began life in 19th-century Germany,
where Lutherans marked the
countdown to Christmas by marking
doors or floors with chalk, lighting
candles and displaying devotional
images in their homes. By the
1900s, small boxes made typically of
wood or cardboard had religious
imagery or biblical verses placed
inside them.

Gerhard Lang is credited with
making the first printed calendar
around the same time, and adding
chocolate to the design, although
cardboard rationing during the second
world war led his business to fold.

Shortages of materials did not stop
the Nazi party from publishing
anon-religious version in book form
in 1943, however. Underlining the
importance of family and military
service to young German readers, it
featured pictures of neatly decorated
gingerbread next to a helmet and gun
and a bright, floral wreath with a
swastika at its centre.

In the US, sales of Advent calendars
were boosted by a photograph of then
president Dwight Eisenhower’s

grandchildren opening the “Little
Christmas Town” calendar in 1954.
The first chocolate calendar is
believed to have been sold in the UK
around then, although it wasn’t until
Cadbury, the confectioner, began
making a mass market one in 1971
that the product caught on.

Judging by the aisle devoted to
Christmas-related goods in my local
supermarket, chocolate remains by
far the most popular calendar filling.
But consumers today have a great
variety to choose from: cheese, coffee,
chilli sauce, toys, cosmetics and
even fine bone china are all on offer
in the rectangular cardboard boxes.
Krystina Houghton, seasonal
confectionery buyer at Waitrose, says
ranges offering “more sophisticated
flavours”, including tea and gin, have
been selling especially well.

Perhaps, given this explosion in
epicurean calendars, it is no bad
thing that the Church of England is
nudging the faithful towards a more
traditional understanding of what
Advent is all about. With England
and Wales preparing for another
Christmas as minority Christian
countries, according to census data
published last year, the CoE’s Advent
offering seems unlikely to reverse
the trend of people declaring
themselves to be of “no religion”.

All the same, it’s an intriguing blend
of old and new — and a low-cost and
zero-calorie way of channelling the
Christmas spirit to boot.

franklin.nelson@ft.com
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Isradical transparency the best weapon for a cyber war?

tmay be the ultimate example of a
digital poacher turned gamekeeper.
After ransomware gang AlphV/
BlackCat attacked MeridianLink

last month, the hackers decided
that the software company hadn’t com-
plied with new Securities and Exchange
Commission rules to disclose cyber inci-
dents. So they notified the regulator of
this failure, posting a photo of the form
where the gang highlighted this “con-
cerningissue”.

The hackers had it wrong, however.
The rules, which require companies to
issue a public filing within four days of
identifying a “material” cyber security
incident, don’t come into force until the
middle of December.

But the move certainly attracted
attention: “To the extent that we've

been having discussions about whether
this rule adds another tool to the tool
chest of the hackers, this makes it very
clear,” says Erez Liebermann of the law
firm Debevoise & Plimpton. “The SEC
has put the hackers in the driving seat.”
The new regulations are pushing the
boundaries of what is generally-agreed
as best practice in the cyber commu-
nity: that greater transparency is an
important weapon against the onslaught
from online criminals. The known
number of cyber attacks has increased
by 75 per cent over the past five years,
according to EY. The $20bn cost of ran-
somware attacks in 2021 was 57 times
higher than in 2015. It is forecast to
mushroom again to $265bn by 2031,
accordingto Cybersecurity Ventures.
Despite this surge in criminal activity,
many companies still haven’t done the
equivalent of locking the doors and win-
dows, and many boards don’t know
enough to ask why. Fewer than 70 per
cent of Fortune 100 companies cite
cyber security expertise in at least one
director’s biography. Only 16 per cent
said that their risk management
included simulations or testing of their

incidence response. “It completely
amazes me that we continue not to do
the basics,” says one former US policy-
maker. “If companies do the basic cyber
hygiene and have an intelligent back-up,
you are almost certainly never going to
have areally bad day.”

The SEC rules have prompted con-
cern, including from the US Chamber of
Commerce. The four-day disclosure

Despite a surge in criminal
activity, many companies
still haven't locked the
doors and windows

threshold is challenging, and will
need sensible enforcement: given the
uncertainties (and general panic) after
a significant breach becomes known,
disclosures may be partial or frequently
amended as the scale or severity is
ascertained. Advisers also argue that
worrying about announcements
could distract from containing an inci-
dent, and that conceding that a hack is

“material” hands power to an attacker.

still, the impetus globally is towards
sharing information for the sake of the
system. In the most extreme example,
radical transparency and collaboration
between the public and private sectors
is credited with helping contain cyber
attacks in Ukraine since the outbreak of
the war with Russia.

Governments generally have been too
slow to insist on information sharing to
build a complete picture of cyber crime
and, crucially, to offer companies non-
judgmental support to manage attacks
or contain damage. The US and EU have
expanded requirements to report inci-
dents to authorities for sectors consid-
ered critical infrastructure. Australia
last month proposed expanding its
equivalentacross the entire economy.

In part, disclosure policies may be try-
ing to discourage ransomware pay-
ments, by removing the option to write a
cheque (or hand over some crypto) and
make it all quietly go away. In financial
services, which tends to lead the way,
the New York state regulator requires
companies to notify them and justify
when an extortion payment is made.

Secrecy, ultimately, can’t help. Ciaran
Martin, former head of the UK’s
National Cyber Security Centre, sees a
parallel with Europe’s data protection
rules: “For all its flaws, GDPR took away
a highly problematic right to hide a
problem and that was a good thing.” The
US is increasingly using information it
receives voluntarily to issue public
warnings, as it did last month based on a
report from Boeing about the Citrix
Bleed bug. The SEC’s rules take that a
step further in terms of how quickly
investors, customers and suppliers will
bealerted toanewrisk.

At the very least, the need to under-
stand a cyber attack at speed, judge its
severity and then agree a potentially-
embarrassing disclosure is transform-
ing corporate planning around how to
handle incidents, say advisers. That
should encourage greater focus and
investment in resilience, as well as
ensuring that cyber concerns are keenly
felt and well understood at the very top
of companies. Which, of course, is as it
should have been for some time.

helen.thomas@ft.com

Conservatives
are on the hook
for immigration

BRITAIN

Robert
Shrimsley

he Conservatives are right.
They had no choice. It is
neither politically nor
socially sustainable for the
UK to continue with immi-
gration at the levels seen in the last two
years. A glance back at the politics of
Brexit or at the resurgent right in the EU
should convince anyone of the issue’s
corrosive power. But the Tories are also
now on a hook from which they cannot
escape, which means the country is too.

Few will weep for those who used
immigration as the battering ram for
Brexit but proved inept at exercising the
control they sought. Net migration rose
to 745,000 last year. The increase —
driven by one-off influxes from Hong
Kong and Ukraine but also by the loss of
EU labour — have ruined Rishi Sunak’s
strategy of focusing on clandestine
entry such as Channel crossings while
frettingless over the legal arrivals.

The UK gains economically and
socially from immigration. But minis-
ters have to act — and not merely out of
electoral necessity. Britain’s infrastruc-
ture struggles to absorb such numbers.
Immigration is again a top-three issue
for voters and bad actors are exploiting
recent tensions, not least over Gaza, to

assail multiculturalism. It is the issue
of choice for the Reform UK party,
whose dog-whistling nativism aligns
with a vocal faction of Tory MPs.

Hence this week’s hurried measures
(in addition to an earlier crackdown on
international students) which will, says
the home secretary, shave 300,000 from
the annual figure. They focus mainly on
stopping immigrant workers from
bringing their families. Some moves are
sensible, others defensible, and some
cruel (most British natives will no
longer earn enough to secure a visa for
aforeign spouse). None, contrary to the
shrillest attacks, is politically extreme,
though it is a sign of immense incompe-
tence to have reached this pass.

Itis comforting to think the UK’s elec-
toral system protects it from a Wilders
or a Le Pen. But Faragists can still
frighten the Tories into aping their
policies. Recent years have seen both
main parties captured by hardliners.
Donald Trump’s revival shows that pop-
ulists don’t reliably stay down.

So the poison needs to be drained. But
itmay be a forlorn hope that these steps,
plus the sputtering efforts to salvage the
Rwanda plan, can calm the issue —
not least because many Tories don’t
want it quelled.

Historically, the Tories were a bul-
wark against the far right, neutering it
by appropriating its issues but with a
less extreme policy response. But this
approach faces fresh challenges. Nativ-
ist thinking permeates large parts of the
party and its post-Brexit electoral coali-
tion, with many MPs regarding the

(RS

surge in foreign-born or descended
citizens as a danger to social cohesion.

Tory strategists, MPs, academics and
pundits want Sunak to lean into the
issue of immigration. Even mainstream
Tories highlight the fall in “white Brit-
ish” citizens as a proportion of the popu-
lation to stress the scale of change.
Their angst is heightened by the shift in
migration from EU nationals to Africans
and south-east Asians.

For the hawks no number is low
enough, certainly nowhere close to the
pre-Brexit level of 300,000. Few who
care will be assuaged if the numbers fall
from a city the size of Birmingham every
two years to one the size of Nottingham
annually. Even as the home secretary
was announcing his policies on Monday,
backbench MPs were demanding more.

Nativist thinking
permeates large parts
of the party and its
electoral coalition

The party will getlittle credit for belated
action and the new measures will not be
feltin time for an election. This will spur
calls for more dramatic measures. The
leadership will never satisfy hardliners
without becoming them; those urging
Sunak to run an “immigration election”
will only hasten that process.

But there is a larger hook, namely the
economic cost of restricting migrant
labour at a time of high employment.
Tories often say employers must end
their addiction to cheap labour but the
government is one of those employers.
The NHS and the care sector rely on low-
wage immigrants, and ministers evince
little desire to foot the bill for salaries
that attract homegrown staff. They still
hope to fill gaps with migrants who
come without a family, but in a global
market for healthcare staff that may be
difficult. Add to this the funding chal-
lenge for universities if they enrol fewer,
high-paying overseas students. Cutting
immigration raises the costs of the state.

Alive to this challenge, ministers are
betting on welfare reforms to add
50,000 people to the workforce by

Ellie Foreman-Peck

2028-29. Other Tories want to address
the falling birth rate. Ideas such as pref-
erential tax treatment for parents and
incentives to have more children are
gaining ground, though these are expen-
sive and the impact is variable. Cabinet
ministers even speak with approval of
Hungary, which is spending up to 5 per
cent of gross domestic product to bol-
ster its birth rate, although this is
wrapped up with its ugly attitudes to
ethnic minorities. Self-evidently, how-
ever, it will be two decades until such
policies could offer a solution.

There is an optimistic scenario in
which the Tories detoxify the immigra-
tion issue, allowing a reasoned debate
on the UK’s economic needs. But party
dynamics do not make this outcome
likely, in which case they need to
prepare the country for higher health-
care costs and tax rises.

Some may see that as a reasonable
trade-off butit is a choice those pushing
the issue should make sure the voters
understand.

robert.shrimsley@ft.com
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ou can get insurance for

almost anything nowadays.

Itis next to impossible, how-

ever, to insure against Don-

ald Trump’s return to the
White House. The time for America’s
allies to hedge against Trump 2.0 is
today. A year from now, when Trump
could be president-elect, would be far
more expensive. Unfortunately, there
are no easy or foolproof ways of doing
that.

The starting point is to accept that
Trump’s return would be far worse for
the “global west” than his first term. In
2020 Joe Biden campaigned on the
theme that Trump was an aberration;
he did not reflect America’s true values.
That article of faith would be drained of
meaning with a Trump second term.

The west cannot hedge against Trumps return

America would have re-elected him
with its eyes wide open.

There is no point in pretending that a
man who believes that any election he
loses is rigged, that the judicial system is
rotten and corrupt, and that his political
enemies belong in jail, is a believer in
democracy. As Robert Kagan persua-
sively sets out in the Washington Post,
Trump would come into office with a
plan and a team to execute it. His aim is
dictatorship.

If the courts and the free media could
not hold Trump to account after he was
turned out of power, they would have
scant hope of doing so once he had
regained it. Short-term hedges would
not do. The world would have to assume
that America had permanently changed
course.

The only decent insurance is based on
the worst-case scenario. On that basis,
we have to assume that Trump’s victory
would be taken as a green light by Rus-
sia’s Vladimir Putin and China’s Xi Jin-
ping to make big advances in their agen-
das. The US would pull out of Nato.
Ukraine would be left to its own devices.
Allies and friends in Asia would have to

adjust to a world in which the US no
longer underwrites their security.
Meanwhile, the US would abandon
efforts to tackle global warming, uphold
human rights and at least pay lip service
to the rule-based international order.
Trump’s plan for a 10 per cent tariff on
all imports would make the open world
trading system a distant memory.

The most worrying hedge against
Washington’s exit from Pax Americana

There’s no point pretending
thata man who believes
any vote he loses is rigged
is a believer in democracy

would be a rush for the nuclear thresh-
old. Among America’s allies, Japan,
South Korea and Australia are each
technically capable of going nuclear
within months. It would be politically
harder for Japan to cross that line given
its unique history as the only target of
nuclear attack. But the de facto removal
of America’s nuclear umbrella would

probably outweigh that moral legacy.

For similar reasons, it would be a deep
wrench for Germany to go nuclear. Since
Berlin decided to abandon civil nuclear
power in 2011, that threshold would also
take longer to cross. Where there is a
will, however, there is a way. A resurgent
Putin gaining territory in Ukraine while
threatening Poland, the Baltics, Roma-
nia and Moldova could transform the
nature of Germany’s debate.

Going nuclear is one form of hedging
against a permanently Trumpian US.
Such a Gadarene stampede, however,
would not be confined to America’s
friends. Iran is within roughly a year of
nuclear breakout. Saudi Arabia, Turkey
and Egypt are all capable of joining the
bandwagon. Stopping Iran from cross-
ing that threshold is one war to which
Trump probably would sign up.

Another option for America’s allies
would be to move closer to the revision-
ist powers. Given Germany and France’s
history of attempting to accommodate
Russia, such a shift cannot be ruled out.
Indeed, default appeasement of Moscow
is likelier than a European defence
union in the near future. Germany

embraced its Zeitenwende — a historic
turning point — after Putin’s invasion of
Ukraine. But the U-turn is incomplete
and went against decades of German
diplomacy. If the US walked off the
chessboard, it is not hard to imagine a
Germanreverse Zeitenwende.

Among the large European powers,
only the UK could be relied on to stick
with Ukraine. In America’s absence,
however, Britain lacks the resources to
shoulder the burden. Italy has been
firmly pro-Ukraine under Giorgia Mel-
oni’s premiership. That would change
overnight if Trump returned to the
White House. The Baltic states and
Poland would become lonely bulwarks
against Russia’s westwards creep.

The sooner the west confronts the
spectre of Trump’sreturn, the likelier itis
to choose more principled forms of insur-
ance. European states have far deeper
habits of co-operation with each other
thanistrue of their Asian counterparts. It
would also be easier to resist Russia than
China. But these are straws in the wind.
If Trump wins, everything changes.

edward.luce@ft.com

Sorry America,
China’s GDP
is bigger
than yours

ECONOMICS

ou might have seen sober

and accurate Financial

Times reporting of the US

economy’s remarkable

annualised growth rate of
5.2 per cent in the third quarter of this
year. Let me give you an advanced sight
of what happened in November. Forget
talk of rapid growth or soft landings, the
US economy shrank at an annualised
rate of around 30 per cent in that month
alone. It is so large, President Joe Biden
must be toast and it probably spells the
end of the American dream.

Don’t worry. I have not lost my mar-
bles. The calculation above is true, but it
is not fair. I have taken the US economic
performance in November — assumed
to have not done much — and calculated
that in euros or renminbi after convert-
ing US gross domestic product using
market exchange rates. Then I annual-
ised the result. The thing that drove the
result was the near 3 per cent fall in the
US dollar’s value during the month.

You would be right to think this is
an absurd way to compare economies,
but it is deeply fashionable among
people who should know better. Take
Mark Carney, former governor of
the Bank of England, who said that
before the Brexit referendum, the
UK economy was 90 per cent the size of
the German economy but it had
declined to 70 per cent by late 2022.
That change was caused by the relative
decline in sterling.

Remember European angst spread
by the European Council on Foreign

I can understand US
denialism, and Beijing can
avoid its responsibilities by
keeping its minnow status

Relations that the EU had a bigger econ-
omy than the US in 2008 and now the
US was a third larger? That was simply a
rise in the US dollar from alow base.

Thelist goes on. On these silly market
exchange rate comparisons, many news
organisations have reported that Japan
will lose its spot as the world’s third-
largest economy to Germany this year.
And, apparently, the US is still the
world’s largest economy with China’s
economy failing to catch up.

A basic requirement for international
comparisons is that domestic data and
international data give similar results.
This is why the economics profession
invented purchasing power parity
exchange rates, allowing (imperfect)
comparisons to be made based on the
goods and services that money can buy.
This matters for economic size and even
military power. Remember, China funds
the People’s Liberation Army using ren-
minbi. It does not source from the US.

Measured at PPP, the latest IMF data
shows China’s GDP exceeded that in the
US around the time Donald Trump was
“making America great again”. It is
now 22 per cent larger. The figures
make sense when you look at corrob-
orating evidence. China’s electricity
generation, for example, overtook that
in the US in 2010. And during the
2016-22 period when China’s economy
was supposedly making no progress
compared with the US, its generation
grew 45 per cent, while it was broadly
flatin America.

It comforts both the US and China
not to acknowledge the changing shift
in global economic power. Coming
from the UK, which lost its top eco-
nomic dog status in the late 19th century
but still has some delusions of grandeur,
I can understand American denialism.
For China, it is also easier to avoid
responsibilities for climate change, debt
relief and other global goods if it can still
maintain its minnow status. In Europe,
it is convenient for those wanting
economic reforms to highlight a sense
of falling behind because that can make
change appear more urgent.

But ultimately, bad comparisons
foster bad decisions. It would be easy
for the EU economy once again to
become the world’s largest at market
exchange rates. All the European
Central Bank would need to do is raise
interest rates enough to push the euro
up to the sufficient threshold. That
might make Europe temporarily feel
better, until it recognised it was suffer-
ing the mother of all recessions.

chris.giles@ft.com
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BAT:
doomedary

British American Tobacco likes to call
its primary source of cash
combustibles, not cigarettes. Yesterday,
it reminded the market why. A £25bn
impairment on its Reynolds American
unit, coupled with lower growth
estimates, incinerated nearly a tenth of
the company’s value.

Companies in long-term, run off
sectors such as oil or tobacco face a
stark strategic choice. They can extract
as much value as possible from legacy
assets and liquidate their stock. Or they
seek to build new sustainable
businesses. BAT has fallen between
these two stools.

BAT’s trading update yesterday cast
its traditional business in poor light.
The cost of living squeeze and growth
of disposable vapes have induced US
smokers to stub out in droves.
Industry-wide, cigarette volumes were
down 11 per cent in 2022. BAT, which
sells premium brands such as Camel,
has suffered. Its group sales guidance
for this year will only meet the bottom
of a 3-5 per cent growth range.

Ordinarily, cigarette makers can
offset volume declines by raising
prices, providing mid-single digit
operating profit growth. When
volumes fall off a cliff, that is much
harder. BAT has signalled below-trend
growth up to 2026.

The group has repeated its
commitment to a smokeless world. In
the rather foggier world of accounting,
that means the group no longer values
its US brands into perpetuity. By
shortening their economic life to
30 years BAT has lopped £25bn off the
£67bn attributed to the US brands
when it acquired Reynolds American in
2017. The deal, which saw BAT spend
$49.4bn to acquire the 57.8 per cent it
did not already own, valued the whole
business at $100bn including debt. The
impairment, which does not affect cash
flow, is equivalent to half of BAT’s
market value today.

BAT is also doubling down on next
generation products, such as vapes.
These should break even this year,
earlier than expected. Yet this
subprime business has marketing
spend which eats into margins.
Regulators view such products with
suspicion. BAT will hope that it can
grow its way out of this hole, with

smokeless products taking off before
cigarettes blow out. Judging from its
poor shareholder return this year —
even including a 10 per cent yield —
only a decline in global interest rates
will bring investors back to BAT.

GitLab:
Duo diligence

‘Who loses if artificial intelligence wins?
Software developers rank highly on the
list of jobs considered most at risk of
obsolescence. Software development
groups must thus convince investors
and customers that AT will enhance
existing services, not replace them.

San Francisco-based GitLab is doing
agood job of that. On Tuesday, the
company’s share price rose 11 per cent
following earnings that showed
revenues up nearly a third over last
year plus a bump in the full-year
outlook. GitLab pointed to the
popularity of an Al feature called Duo,
which includes a chatbot designed to
troubleshoot software problems and
Al-generated code suggestions.

GitLab joined markets in 2021, part
of the rush of technology companies
that listed as stock prices peaked. It
raised just over $800mn at an $11bn
valuation. That has dipped as recession
worries slow the pace of IT spending
growth. It trades on a trailing sales
multiple about a fifth the size of its
2021 peak.

Like many tech companies, GitLab is
attempting to juggle cost cuts with
investment in AL At the start of the
year, chief executive Sid Sijbrandij
blamed a tough macroeconomic
environment for forcing the company’s
hand in laying off more than 130
people — equal to 7 per cent of its
workforce. Sales and marketing costs
are now equal to 47 per cent of
revenue, down from 72 per cent early
last year.

It has yet to report a profit. In the
first three-quarters of the year, net
losses reached $390.5mn, nearly three
times the size of the equivalent loss the
previous year.

The goal is to find ways to expand
the range of services clients buy,
increasing the crucial dollar-based net
retention rate and letting high gross
margins turn into profits.

At GitLab this is 128 per cent,
meaning customers are spending more
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Tui: liquid launch
The German travel group has had a rough ride in recent years and its share price has underperformed

dramatically. The share register has shifted as a result of recapitalisation in recent years. Share trading
volumes in its London-listed shares have been lower as a result.

Tui’s share register has shifted
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Tui usually transports customers to
sunnier destinations. But the dual-
listed German tour operator is
thinking of packing its own bags. It is
considering ditching London to make
Frankfurt its primary listing. Its
possible departure would be another
blow to UK markets, but would make
sense as Tui gets back on its feet.

Tui chief executive Sebastian Ebel
is likely to put the proposal forward
at next year’s annual meeting. The
UK still accounts for almost two-
fifths of group revenues. But three
quarters of shareholders and share
trading volumes are in Europe.

The London listing is a quirk of
past consolidation. Tui’s tour
operating business subsumed the
UK’s First Choice Holidays in 2007 to

on services after a year. But last year it
was 130 per cent. Al is the key to lifting
it higher.

Merck KGaA:
pipeline blockage

It was good until it wasn’t. US singer
Kehlani’s 2020 album could apply to
the pharmaceutical industry. Merck
KGaA chief Belén Garijo will be all too
aware of the highs and sudden crushing
lows of drug trials.

The flop of its experimental multiple
sclerosis medicine in late-stage trials
drained 12 per cent from the German
drugmaker’s share price yesterday.
Merck had hoped evobrutinib would be
a blockbuster. Garijo must think again.
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create London-listed Tui Travel. The
German and British businesses were
joined together in 2014.

An obvious benefit would be lower
capital markets costs. Tui would drop
out of the FTSE 250 index and join
Germany’s second index, the MDAX. A
central and higher pool of liquidity
should improve the attractiveness of its
shares to institutional investors.

Low liquidity is put forward as one of
the reasons for the UK market’s
persistent valuation gap. Median
average daily volumes for the FTSE All
Share are just 0.15 per cent of the
market value, notes Simon French of
Panmure Gordon. That compares with
0.2 per cent for the Stoxx 600 ex-UK
and 0.7 per cent for the S&P 500.

Research from the University of Bath

Evobrutinib failed to reduce
annualised relapse rates in MS patients
in two phase 3 trials. It belonged to a
class of drugs that regulate the function
of cells that drive the autoimmune
reaction behind MS. Analysts had
estimated the approved version could
have delivered sales of €1.6bn in 2031.

That represents 5 per cent of forecast
group 2031 revenues. Nevertheless, on
the Lex abacus, a €4.5bn drop in
market value on the day is multiple
times the future value of this drug.

Healthcare has provided a much-
needed bright spot for Merck. The
lengthy slide in the semiconductor
materials market has hurt its
electronics business. Falling demand
for pandemic-related products affects
its life sciences unit, its largest by sales.

Evobrutinib would have more than
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suggests changes from the EU Mifid II
research unbundling contributed to
the UK’s liquidity crunch. Analyst
coverage fell about 12 per cent for
LSE main list groups between 2015
and 2020. In the junior Aim market,
where dedicated brokers must be
maintained, analyst coverage and
liquidity have improved.

Tui hinted at its possible travel
plans alongside annual results.
Lockdowns, state bailouts and
recapitalisations have caused
turbulence. But its first full year of
profits since 2019 should mark the
firstlegofajourney back to dividends.

There are few reasons for Tui not
to leave London. A greater focus on
liquidity by UK regulators might stop
others from also taking flight.

compensated for falling sales from
existing medicines. Patent protections
will start to expire from 2026. In
particular, revenues from Merck’s
existing MS drug Mavenclad are
forecast to drop from €1.1bn in 2024 to
€310.5mn in 2031, according to Visible
Alpha estimates. Attention will now
turn to another possible blockbuster
drug, xevinapant, which could be used
in the treatment of head and neck
cancer. More data is expected early
next year.

Garijo has already indicated she will
look beyond organic growth. She has
said this year that Merck potentially
has up to €20bn for acquisitions. That
would require debt funding. Garijo
may have to dig deep into her wallet
if she wants to alter the prevailing
mood music.

Thursday 7 December 2023

US oil production:
bit too much

As Saudi Arabia makes production
cuts, its US oil rivals make hay.
American production, recently
measured at 13.2mn barrels a day, has
hit an all-time high. This is slightly
above the previous peak in 2019. At the
same time, benchmark Brent and WTI
prices have fallen from $90 a barrel in
the early autumn to well under $80.

US onshore producers risk
entrapment in a cycle of inefficient
drilling, forsaking positive cash flow for
greater volumes and market share.
High production could also make the
Biden administration more focused on
pushing other forms of greener energy.

Independent exploration and
production companies have changed
radically. They not only generate cash
but reward shareholders with steady
dividends and buybacks.

These E&Ps insist they are not
backsliding financially by increasing
output. Geopolitics has merely allowed
them to fill a market void. But if
commodity prices remain depressed,
expect investors to scrutinise these
E&Ps’ production decisions.

Exxon yesterday said it would boost
its standalone capital expenditure
budget slightly to as much as $27bn
annually. It has also announced a
$60bn deal to buy E&P Pioneer Natural
Resources, with large acreage in Texas’s
Permian basin. This area accounts for
more than half of onshore US output.

That deal has triggered a wave of
consolidation with rivals such as
Chevron and Occidental Petroleum
pursuing their own buyouts to acquire
the best remaining real estate.

True, Exxon’s expanded capex will
still be below its pre-pandemic
ambitions. Exxon even said its forecast
cash flow, at more modest oil prices,
would still permit it to boost its
buybacks after the Pioneer deal closed.

The consolidation may force greater
discipline, reining in excess investment
and operating overheads. Good news
for shareholders. Still, expect
discomfort in the White House should
both elevated oil prices and elevated
production prevail.
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ACROSS

1

Bloomer by drunken sap after a couple

of rounds — uh-oh! (4-1-5)

7 Recollection of old-style zip (4)

9 Tartlet with edge cut (4)

10 Lovely working on decoration of tart
10)

11 Colour, like hint of orange, trendy
initially (6)

12 Exploding grenade packed with

material finally developed (8)

13
cru
15
17
19
22
®
23
25

Country where head of tourist and bird
shed by snake (8)

New drink knocked back, spirit (4)

Fruit seed ending on floor (4)

Tough old lover on stage? (8)

Picture lover with golfer and I'm furious!

By the sound of it, delicacy fixed (6)
Caution daughter behind New York taxi,

say? (64)

26
27

Hide money abroad after recession (4)
First, second, third, fourth or fifth items

of clothing? (4)

28
mu

As is convict, responsible for some
sic? (6,4)

DOWN

2

US city also known as state capital in

Oklahoma (7)

3
4

Offence on road in peninsula (5)
Path proving anything but

straightforward again with old vagrant (8)

5

How candles on cake should be blown

out, simultaneously (2,3,4,6)

6

Calculated over tax period say,

conclusion of actuary premature (6)

7
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8
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Cleaner entered gate, oddly bewildered
Nice place, say, where one visits artist
Biker, one preparing eggs for breakfast?
Fox saved by builder, hairy old thing (8)
Hostile glance, foul on you overlooked

referee in the end (4,3)
Poorer communist, even after revolution

investing minimum of income (7)

21
()
24

Network in the spirit of Shakespeare?

Star cluster emitting light, especially

bright, first of all (5)
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