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Ten ‘positive risks’ for the global economy

Top spot spat
Microsoft and
Apple wrestle

Big Tech’s arch rivals started the year
meck and neck at the top of the table to
hold the coveted title of the world’s big-
‘gestcompany by market value.

‘Microsoft yesterday briefly snatched
the crown from Apple after the software.
company’s shares climbed 1 per centin
early trading totakeiits value to $2.87tn
—just ahead of the iPhone maker, whose
shares fell by about 1 per cent. But by
‘midday in New York, Apple had retaken
thetopspot.

Microsoft has generative Al to thank
for therally in its shares after it became
the biggest investor in OpenAl the
‘maker of the popular Alpowered chat-
bot ChatGPT.

Apple has largely been left out of the
Alfervour that has propelled Microsoft,
while concerns about weaker iPhone
sales in China have weighed onits stock
inthefirst fewdays of2024.
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» Bitcoin trading surges as
long-awaited ETFs debut
Trading volumes have surged
after the first US exchange traded
funds with direct exposure tothe
‘biggest cryptocurrency hit stock
exchanges. Early yesterday
volumes were up 40 per centon
the previous 24 hours. pace o

» Brussels bends to Orban
The European Commission is
willing to bow to some demands
of Hungary’s prime minister in
order to secure a €50bn support
package for Ukraine, senior
officials have said.— pace 2

» Israel faces genocide claim
The International Court of Justice
has begun hearing the politically

Palestinians in Gaza.— PAGE 3

» Inflation hits rates hopes

An uptick in US price pressures

has dimmed market expectations
i will fall as soon

Iran raises threat to Mideast shipping
lanes with seizure of oil tanker in Gulf

e Challenge to western powers & Bid to deter retaliation against Houthis @ Crude prices rise 2%

FT REPORTERS

Tranian forces have seized an oil tanker
off the coast of Oman as the threat to
shippingin the Middle East spilled into.
one of the world’s most important
exportroutes.

With western countries signalling
their probable retaliation to maritime
assaults by Iranian-backed Houthi
forces in the Red Sea, the capture of the.
tanker yesterday raised fears that

part of a bigger regional threat that

could escalate despite efforts to contain

acrisissparked by the Isracl-Gaza war.
UK authorities said the tanker — later

Imnbar-

forces abseilingfrom a helicopter ontoa
tanker’s deck. The Tasnim News
Agency, an outlet linked to the Revolu-
tionary Guards, said the country’s naval

UK defence secretary Grant Shapps
warned this week that the UK and
regional powers were “all agreed” that
the Houthi attacks “cannot continue”,

identified by it
rel capacity St Nikolas — had been
boarded by four to five armed individu-
alsin “military-style black uniforms”.
Satellite tracking information indi-
cated the vessel was diverted to Iran
before contact was lost. Iranian state-
backed medi farmed

iation to “oil theft by the US regime”.

‘The US seized a cargo of Iranian oil
last year from the same tanker, then
known as the Suez Rajan, for breaching
‘Washington's sanctions against Iran.
The tanker’s owner, Athens-based

“Seizing tankers is a go-to Iranian
move to demonstrate their capabilitics.
and to create problems,” said Tobias
Borck at the Royal United Services Insti-
tutethink-tankin London.

Headded that the latest development
showed that the Houthi campaign was.

‘Seizing tankers is a go-to
Iran move to demonstrate

their capabilities’
Tobi

s Borck, analyst

Empire said in October it
had settled the dispute withthe US.

Yesterday's seizure took place south
of the Strait of Hormuz, the other side of
the Arabian peninsula from where
Houthis have launched more than 25
attacks in recent weeks.

0il prices rose, with Brent crude up
almost 2 per cent at §78.

addi hthi =
Iranian forces have seized tankers
during periods of heightened tension

against the Houthis, analysts said.
Empire Navigation said the vessel,
which had a crew of 18 Filipinos and one
Greek national, was sailing from Iraq to
Turkey with a full cargo belonging to
Tiipras, a Turkish ofl group.
The Houthis, who control north

with the US and other we

Yemen,

Tehran has said it has no desire to see
the conflict between Israel and Hamas

date this week, targeti

‘western war-

as March. The headline rate and
the core measure for December
«came in above forecasts.— pace 4

» Outsourcing aids Russia
Russia has becn obtaining critical
battleficld components from
companies based in the US and its
allics, in large part because of
outsourced production in nations
applying weaker controls.— pAce 2

» Boeing blowout probe
Aninvestigation has been
announced by the US Federal
Aviation Administration after the
‘mid-air blowout of a panelon a
737 Max. It has grounded 171
plans for inspection.— pace 6

» China unity talks rejected
Hou Yu-ih, presidential candidate
of the Kuomintang opposition
party in Taiwan, has ruled out
undfication talks with Befjing ifhe
i “Twill not

egional war.

Iran is the chief backer of forces
opposed to Israel that it has dubbed the
“axis of resistance”, which includes the
Houthis, Hizbollah in Lebanon and
Hamas in Gaza, as well as militant
groups inSyriaandIrag.

The ship’s capture was designed to
make the US and its allies think twice
about any retaliatory military action

T i APMoller- | touchtheissue;” he said— pace &
Macrsktold the Financial Times it could
take months to reopen the crucial Red » $7.4bn Chesapealke deal
Sea route, risking an economic and | The oil and gas group has agreed.
inflationary tobuy Energy in an
Reporting by David Sheppard, Robert all-share deal that will create the
Wright, fohn Paul. hrisCook |  biggest ‘producer
inLondon, and Andrew England and asa wave of consolidation activity
Najmeh Bozorgmehr in Dubai sweeps the sector.— pace 8
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Christie’s departure resets
Republican nomination race

Presidential primaries » PAGE 4.
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Hertz to offload 20,000 electric cars as
drivers still prefer traditional vehicles

ALEXANDRA WHITE — NEW YORK

Hertz plans to scll one-third of its glo-
bal clectric-vehicle flect and buy more
internal combustion engine carsaftera
slow take-up of drivers opting to rent
greenermodels.

costs for electric vehicles were far
higher than those of internal combus-
tionengine vehicles.

“The consumer has been a little bit
more apprehensive about getting into
the EVs,” said John Healy, an analystat
Northooast Research. “There has beena

“Tyres on EV's burn up maybe 20 to
40 per cent faster than an ICE engine
vehicle, and tyres are awfully expen-
sive,”said Healy.

Hertz's purchase of a Tesla fleet has
also led to the prices of its vehicles
depreciating after Elon Musk’s car-

The US car rental group, whichsaid the  level of anxiety that industry
switch back to more traditional models  did not forecast.”
ould i i Some have been worried
sell about 20,000 electricvehicles. that they would be unable tofind charg-
Hertz madea big beton clectric vehi-  ing stati drivinglong di
cles in 2021 when it ordered 100,000  a fear known as “range anxiety” that is
cars from Tesla and dits i i

intention to own the largest EV rental
fleet in North America. But it has since
stepped back from that ambition after
being hit by rising repair costs for EVs
and strongdemandfortraditional cars.
The company said in October that
expanding its EV fleet would be slower
than expected, and noted that damage

considered on

year.

Several manufacturers have scaled
back their sales targets for electric mod-
elsin the face of consumer resistance.
HSBC has reported that CarGurus data
showed that the second-hand value of
the best-selling electric vehicles in the
t ird last

Hertz also offers rental cars to drivers
for services such as Uber and Lyft.
Although many rideshare drivers have
been attracted by the lower costs of
operating electric vehicles, some have
found them much more expensive to
repair than traditional models.

year.
Hertz said its decision to repurchase
traditional vehicles would eliminate low
margin rentals and reduce damage
expenses associated with electric vehi-
cles. Its reinvestment in traditional
vehicles isexpectedto generate $250mn
t0$300mnof free cash by next year.
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Sanctions evasion

West helps supply Russia with battle tech

Outsourced production
ensures Moscow can buy
materiel without checks

CHRIS COOK — LONDON

Russia obtained at least athird of its for-
cign-sourced battleficld components
from i i USand its

types of components in the analysis
include semiconductors, computer
parts, electronics, automotive compo-
nents and bearings. The list relies on

Olena Bilousova, a senior researcher at
KSE, said: “It’s been a normal business
strategy for years for western technol-
ogy companies to have mant

i —in
mnxallxcd production facilities in

tions™

goods made in third countrics if con-

tent, software or technology originating

in the US has been involvedin their pro-

duction. FDPR provisions apply even if
American.

Data reviewed by the Financial Times
shows the goods were sold to Russia via
distributors and intermediaries. Kevin
Wolf, a partner at Akin law firm in

TheKSE d: Russia ha
been importing rising volumes of prod-
ucts made by some western producers
— such as Analog Devices, a US-based
chipmaker. Russian imports of its goods
rose from $123mn in 2021 to $269mn in
the first nine months of 2023. Only
$20mn of the Analog chips cntering
Russia in 2023 were listed in filings as
made in the US, $93mn were made in
= H ‘

Hungary premier
Orbanin line
for Brussels
concessions
to free up
Ukraine aid

PAOLA TAMMA AND HENRY FOY
BRUSSELS

The E:

merce secretary, said that if the US com-

controls.
These goods, with & total value of

panies had no of the even-

$7.3bn, were mainl ctured in
countries that are not part of the US-led
export-control coalition, according to
an analysis by the Kyiv School of Eco-
nomics. The largest share, worth some
$1.9bn, was produced in China. The 485

analysis of found by Asia. But these factorics
Ukrainian officials in Russian equip-
menton the battleficld. E ;

The analysis accounts for $22bn of LS factories need to
Russian imports over the first nine comply with the same

h 5 h"‘”‘ﬂﬁm:‘g‘[ strength of export controls

(m Moscow to buy controlled gom‘ls as they would athome’
wl]]ncﬁ,lpplydmcksatlhﬁbmdﬁr need to be made to comply with the

Thedata I role of i

China in Russia’s supply networks,
including goods made by non-coalition
companies. Most of the goods on the list
‘were made in the country, which has a
deepening partnership with Moscow.

would athome”

The US is the only country to insist
that goods made in a third country
‘might be covered by domestic controls.
The “foreign-direct product regula-

tual exportto Russia and did not cause
it they Slaw.
But the US adding “distributors and

other middlemen’” to its sanctions list

would be “a very effective way of

Analog told the Financial Times it had
ceased all sales into Russia and Belarus,

iswillingto
bowtosome DfH\mgary's demands to
sccure a €50bn support package for

“instructed all, to halt
shipments of our products into these
regions” and that “any post-sanctions
shipment into these regions is a direct
wn]auun of our policy and the result of

resale or diversion of

and other items”, hesaid.

ADL ‘products”.

Constitutional ruling
Poland court
shields central
banker from
investigation

RAPHAEL MINDER — WARSAW

Poland’s constitutional court has

barred from investigating

the governor of the central bank,

‘whom Prime Minister Donald Tusk has.

accused of turning monetary policy

into a political tool of the former
on.

The court’s ruling yesterday came just
hours before a planned anti-govern-
‘ment protest in Warsaw and is one of the
‘most significant cases lodged by the
opposition Law and Justice (PiS) party
to stop Tuslk’s overhaul of state institu-
tions and attempts to remove PiS loyal-
ists from office.

The National Bank of Poland’s presi-
dent, Adam Glapitiski, is a personal
friend of PiS leader Jarostaw

Eastern Europe

During last year’s election campaign,
Tusk repeatedly called for Glapifiski’s
removal, even though the PiS-
appointed governor was elected in 2022
forasecond term of six years.

Tensions mounted after the central
bank shocked financial markets by cut-
ting interest rates more
Iast September, only one month before
the elections, which the then opposition.
claimed was a politically motivated
decision to boost the chances of PiS
winninga third termin office.

TR Sl e e

din a Russian attack on Tuesday. Below, Krisjanis Karins — erenuasoe

Latviaurges long-term strategy to contain Moscow

RICHARD MILNE
NORDIC AND BALTIC CORRESPONDENT

The west needs a long-term strategy to
contain Russiaasit would seck new tar-

gets irrespective of the outcome of its
full scale invasion of Ukraine, Latvia's

been outlining plans to get Poland’s
state tribunal, which rules on the eligi-
bility of senior state officials, to investi-
gate Glapiriski. The intervention of the
state tribunal requires a vote in parlia-
ment, where Tusk’s coalition has a
‘majority. But the constitutional court.
said it would be unconstitutional to
launch such a probe, which would sus-
pend Glapiriski from office while the tri-
b e

foreign

unlikely to limit his ambitions to

kraine. Russian diplomats have also
hit out regularly at the Baltics and Fin-
land.

Latvia, with Estonia and Lithuania,

sion of Finland and Sweden to the alli-
ance. Finland joined last April, becom-
ing Nato's 31st member, but Sweden’s
accession has been delayed by Turkey
andHungary

from 10 countries i his countryled by
Canada. “Itisa microcosm for how Nato
can work together for collective

Ukrain officials.
Brussels hasbeenworkingto find a solu-
tion to the Hungarian blockade since
Prime Minister Viktor Orbén vetoed the
EU package in December. Theissue isall
the more pressing, given a stalemate in
the US Congress means Washington's
support for Kyiv is also uncertain at a
time when Russia has been steppingup
itsaerial attacks on Ukrainian cities.

As a way to convince Orban to drop
his veto, Brussels is open to giving him
anopportunity in 2025 to stop the fund-
ing deal midway, said three officials
‘briefed on the matter.

Under that arrangement, the EU
would include a review of the four-year
support package next year, when it will
evaluate whether Ukraine still needs
the cash and has met the requirements
toreceive EU aid. Thiswould give Orban
the chanceto veto s continuation.

is also open to annual audits
of the aid and the introduction of an
“emergency brake” clause, whereby any
country could put serious concerns
‘about Ukraine payments up for discus-
sion at a summit of EU leaders. It would
not, however, give Hungary an addi-
tional opportunity toveto funding.

Asked if this would be sufficient for
Orban todrop his veto, a senior Hungar-
ian official said: Sti]l uncertain but 1
say, most probably, yes.

The Hungarians “are in a negotiating
mood”, said a person briefed on the
talks. Brussels unlocked €10bn of fund-
ing for Hungary in December that was
frozen dueto rule of law concerns, a few
weeks after it approved a separate
€900mn payout to the country.

The idea of a review clause was first
proposed by Hungary in October but
other EU leaders resisted such a move
because it would fail togive Ukraine cer-
tainty overits financial support.

The original aim of the package,
including €17bn in grants and €33bn in
loans, was to give Kyiv a predictable
fluw of support over four years. Some

ies said the midterm review
mugwe Orbéin the chance to veto aid
further downtheline.

matically in the years since Russia
annexed Crimea in 2014. Itisaimingto
d domesticprad

vately that both Finland and Swmlcn
could send troops to Latvia as part of

Moscow had an * ic-fuclled
idelogy” that mean he threat would
persisteven

uct on its military by 2027, surpassing
L.

Ukraine regained all its territory, smrl
Kri3janis Karins, a former Latvian
prime minister.

“Russia will not stop, Russia can only
be stopped. Stopping Russia in Ukraine
does not mean that it is over. It simply

have . Thatis

Lastmonth the central bank called on
the European Central Bank to defend its
governor and claimed that his

‘what is important for Nato: that we will
have to work onalong- (zrm strategy of
3, aself-

sionwould be in breach of EUrules.
Th o v

declared candidate to llmddl:w:ﬁtzrn

The Balti and Finland are on

by

president, Julia Przylebska, whom Tusk
also wants to remove. A five-person
panel ofjudges led by Przylebska ruled
= < s

the frontline between Nato and the EU
onone side and Russia on the other, and
have been stepping up their warnings

ian President Vladimir Putinis

Karins said Nato needed to boost the
capacity and “interoperability” of its
defence industry to ensure different
weapons systems were standardised
and allow greater sharing of ammuni-
tionand artillery between allies.

“Once the war ends, the war machine
will start to rebuild itself. It will be look-
ing to provoke, to make difficulties on
its border. We know this. We have to
make sure on the Natoside that the like-
lihood of any incidents is simply ruled
out, by our resolve, by our investments
indefence,” hesaid.

‘The Baltic Sea, to which Russia also
has access, will become a “Nato lake”

e groups for front-
linestates.

Karind smd that Latvia would wel-
come such a deployment to join troops

defence,” the foreign minister- But bowing to these concessions to

mnsmnnededllwasmhﬂic\lllmne unlock budget funding for Ukraine is
in il arrange-
he imistic that both: d | mentsthatwould i -
the US would Kyiv | plex

‘militarily and financially, arguing that
Russia was trying to “psych out” the
west by saying itis divided.

“Russia is trying to instil a doubt
among us . . . But Putin has managed to
reinvigorate Nato. We have managed to
converge onall issues to date regarding
Ukraine,” he said, despite Hungary hav-
ing blocked long-term EU funding for
Kyiv.

‘Western unity and Nato membership
for Ukraine after the war were needed.
T i e Ui
for Ukraine, it poses a danger for all of
Europe, even after the Ukrainian war,”
hesaid.

“If Ukraine regains its territory, Rus-
sia will still be a threat. That means we
need to adjust our thinking to the long
term.”

These include options to prolong the
2023 loan scheme for up toa year, raise
common debt backed by national guar-
antees, or create a vehicle to disburse
grants. All these options could be pur-
sued without Hungary but are more
costly and would take longer to set up.
Kyivwants EU funds to reach Ukraine in
March, to avoid having to resort to

printingmoney to finance costs.

“Tt wl]l get tough at some point in

aUkrainian official said.

The rest of the budget increase, which
the commission linked to funding for
Kyiv, includes €4bn for migration man-
agementand investments in defence.

Before European parliament polls in
June, some capitals want toshow the EU
is spending more on domestic priorities
and supporting Kyiv.
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Disease

Virulent strain of avian flu discovered in Antarctic seals

MADELEINE SPEED AND CLIVE COOKSON
NDON

The Antarctic seal is the latest species

APHA, said the team had found no evi-
dence of adaptation among seals on
South Georgia, indicating that the virus
was not from seal to seal

tobehit byavi favian flu

as the virus jumps from birds to wild

animals around the world, increasing

concerns it will adapt to infect mam-
H =

but rather from birds scavenged by
them or through their exposure to bird

excrement.
However, scientists have found signs

the virus in recent months, leading to
thousands of deaths of marine mam-
‘mals in Peru, Brazil and Chile. Its spread

‘meant the virus could adapt to infect
humans more easily. While the inci-
dence of avian flu in humans is low,

to the Atlantic C: — the

marine belt encircling Antarctica — will
bea further cause of concern for epide-

‘miologists.
“Its a numbers game,” said Banyard.

The US Centers for Disease Control
and Prevention said19 human caseshad
been detected worldwide from January
ZOZZI.GLhEem‘l u( DecEmberZOZK with

five de

The UK’s Animal and Plant Health
Agency said yesterday that its experts
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South Georgia, which scientists con-
cluded was most likely introduced by
birds migrating from South America.

‘The spread to mammals of the viru-
lent H5N1 strain, which was first
detectedinpoultry and wild birdsin the
springof 2021, has raised concerns that
the virus will begin to adapt to mam-
mals, boosting its zoonotic potential to
spread to humans.

“Given Antarctica is sucha umq\le
andspecial bi
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to in the region,” said Profes-
sor Ian Brown, APHAS director of scien-
tificservices.

Ashley Banyard, an avian flu expertat

Analysis:
scientist Marco
Falchieri of the
UK’s Animal and
Plant Health
Agency takes
samples from
seal in
South Georgia
orin

“At the start of you might ith
of the world. For example, sclenhm not see adaptation in mammals but if ~ Almost all the patients had been
found evidence of mammalian adapta-  there is continued exposure there may  infected through contact with diseased
tion followinga ion” poultryand there was noevidence of the

ic island of ofthe US ln July last year the Warld Health  virusspreading between people.
in June 2022. A was also iden- izati i The virus was first detected in the
tified in sealionsin Chile. rise in mammalian cases” uf bird flu  sub-Antarctic region in October last
South America has bccnbadlylm. by posed an increased zoonotic riskas it year following the deaths of several

skuas, predatory seabirds. During a
three-week expedition, an APHA virol-

ogy team detected the virus in elephant
senls and fur seals, as well as in birds
including brown skuas, kelp gulls and
Antarcticterns.

However, avian flu has caused less
infection among birds across the north-
ern hemisphere in the past three
‘months than during the autumns of
20212nd 2022. Just five outbreaks have
beenreported in the UK since October 1;
there had been more than 360 out-
breaks over the previous two years.
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South Africa outlines Gaza genocide
case against Israel in UN’s top court

International panel of judges asked to approve emergency measures protecting Palestinian life

JAMES SHOTTER — JERUSALEM

‘The International Court of Justice yes-
terday began hearing the politically
explosive case brought by South Africa.
alleging that Israel is committing geno-
cideagainst Palestinians in Gaza.

South Africa brought the case under
the 1948 Genocide Convention, con-
tending that by killing Palestinians in
Gaza, causing them serious bodily and
‘mental harm, and inflicting on them
“conditions of life calculated to bring
about their physical destruction”, Israel
‘was responsible foragenocide.

Israel has denied the allegations, say-
ing that South Africa’s case “lacks botha.
factual and alegal basis, and constitutes
despicable and contemptuous exploita-
tion of the court”, and insisting that it
complies with international law and its
forces are targeting only militants.

“Israel has madeit clear the residents
of the Gaza Strip are not the enemy and.
is making every effort to limit harm to
the non-involved and to allow humani-
tarian aid to enter the Gaza Strip,” said
Israel’s foreign ministry.

The convention was established after
thesecond world war and the holocaust,
during which 6mn Jews were killed by
the Nazis and their collaborators.

Both South Africa and Israel are sig-
natories, which allows South Africa to
bringits case. The convention has previ-
ously been used only in cases involving
Bosnia and Serbia, Gambia and Myan-
‘marand Russia’s war in Ukraine.

A final ruling on the case will take
years, and this weel’s hearings relate
only to South Africa’s request for emer-
gency measures. While the court is
likely to decide on these within weeks, it
has no means of enforcing them. In
March 2022, the court ordered Russiato
suspend its military operations in
Ukraine but Moscowrefused to comply.

However, observerssaid evenif meas-
ures were not enforced, a decision to
impose them —and even more so a final
rulingagainst Isracl —would deala blow

changethe

genocide,” he said. 'w: are fightingter-

rorists and we are lies”
Robbie Sabel, an international law
rt at the He University inJeru-

Tribute band: “Isracl has a genocidal intent against
astatue of the Palestinians in Gaza. That isevident
Nelson Mandela  from the way in which Israel's military
towersoverthe  attack is being ted,” Tembeka
Al-Kamandjati Ngcukaitobi, a member of South
horch Africaslegal team, told the court.

way other states dealt with it by, for
example, making them less willing to
sell it weapons.

“The court of pllb]lc opinion has

‘much more curren peo-
ple realise said Shci]a Paylan, an
expert on international law and human
rights. “Idon’t know how Isracl would
reputationally be able to handlea loss of
that nature, given the gravitas of the
convention underwhichit comes.”

Israel declared war on Hamas after its.
‘militants stormed into the country on.
October 7, killing about 1,200 people,
according to Isracli officials, and taking
afurther 240 hostage.

Its retaliatory offensive in Gaza has
Yilled more than 23,000 people, accord-
ingto Palestinian officials, as well as dis-
placing 1.9mn of the enclave’s 2.3mn
inhabitants and rendering swaths of the
territory uninhabitable.

Inits submission, South Africa cited
Israel’s “failure to provide or ensure
essential food, water, medicine, fuel,
shelter and other humanitarian assist-
ance for the besieged and blockaded
Palestinian people”; its “sustained bom-
bardment over more than 11 weeks of
one of the most densely populated
places in the world”; and the high
number of children killed as factors that
have created “conditions of life calcu-
lated to bring about their physical
destruction asagroup”.

in the West Bank

salem, said he expected Isracl to argue
that it was acting in sel-defence follow-

“As we stand today, 1 per cent of the  ing a “murderous attack”, that it was
as it rehearses Palestinian population in Gazahasbeen  allowing humanitarian aid into Gaza,
foraneventto  systematically decimated. And one in  and thatit had made efforts to minimise
mark South four Gazans have been injured since  civilian casualties, such as ordering
Africa’s case October 7. Th civilians ertain areas
againstisraclin  capable of i I idal  before striki
The Hague. intent in relation tothe whole or partof  “If you want to kill people, you dor’t
Below, aman the Palestinian population in Gaza” warn them in advance. All the steps
mourns victims Israeli Prime Minister Benjamin  we'vetaken prove that wedidn't want to
ofanisracliair  Netanyahu responded by accusing [kill civilians];” hesaid.
raid on Gaza South Africa of hypocrisy. “Today,  One ofthe crucial elementsin the case
late last year again, we saw anupside downworld, in  will be the question of intent. In its sub-
Ml’:’w‘!ﬂ/‘\‘w which the State of Israel is accused of  mission, South Africa lists numerous
camyimages

genocide at a time when it is fighting

statements by senior Isracli officials,
saying that “when combined with the
level of killing, maiming, displacement
and destruction on the ground, together
with the siege — [they] evidence an
unfoldingand continuinggenocide”.

Amongthem wasa quote from Netan-
yahu referringtothe biblical story of the
total destruction of Amalek by the Isra-
elites; a suggestion by another minister
that a nuclear strike on Gaza was an
option; and the contention by various
officials that there was no distinction
between militantsand civilians in Gaza.

Amichai Cohen, senior fellow at the
Israel Democracy Institute, said this
could bea “weak point” for Isracl.

“If the claim were [that] Israel is not
doing enough in order to suppress
incitement to genocide, I think
there is some merit to this claim regard-
ing politicians and celebrities. However,

‘Israel hasa
genocidal
intent
against the
Palestinians
in Gaza.
Thatis
evident
from the
way in
which
Israel's
military
attackis
being
conducted

the idea that this turns into a policy of
Israel that is somehow being imple-
mented on the ground, I think that’s
wrong. This is not what is happening”
South Africa requested a variety of
emergen that

Germany

Scholz hits
out after AfD
figures attend
talk by white
supremacist

GUY CHAZAN — BERLIN

Olaf Scholz has waded intoa row overa
secret meeting between rightwing poli-
ticians and an Austrian white suprema-
cist, amid growing concern about the
strength of the far-right Alternative for
Germany ahead of autumn elections.

“Whoever takes aim at our democratic
orderis a case for domestic intelligence
and the judiciary,” the chancellor said
on the platform X. “Learning from the
past is not just paying lip: s:rvm: Demo-
cratsmust stand together.”

Scholz was responding to a report by
investigative media outlet Correctiv
about a meeting in November near Ber-
lin where AfD politicians and far-right
activists discussed the idea of “remigra-
tion” —a euphemism for mass deporta-
tions of foreigners from Germany.

The report came amid rising concern
in Berlinover the AfD's surging popular-
ity among voters. National polls put the
party on about 24 per cent, ahead ofall
three partiesin Scholz'sgoverning coali-
tion and just a few points behind the
main opposition Christian Democrats.

AfD could end up winning three cru-

“We protect everyone,
regardless of their origin
[or] colour of their skin’
Olaf Scholz, chancellor

cial regional elections in eastern Ger-
many this year. A recent poll by Forsa
‘putthe party at 36 per cent in Thuringia,
34 per cent in Brandenburg and 32 per
cent in Saxony — the three states elect
ing parliamentsin September.
Germany’s domestic intelligence
agency, the BV, says the AfD has been
infiltrated by far-right extremists who
want to overthrow Germany’s demo-
cratic institutions, and has long com-
plained about the party’s ties to ethno-
nationalist mg;musauons on the radical

Israel “immediately suspend its mili-
tary operations in and against Gaza”,
refrain from “direct and public incite-
‘ment to commit genocide” and “take all
reasonable measurcs within their power
to prevent gen

It aleo requested that Israel preserve
evidence relating to the case and pro-
vide the IC] with regular reportson how
itwas applyingthe court’s orders.

The court has various options: it can
order the measures requested by South
Africa; apply others; or noneatall.

Cohen said he thought it “unlikely”

right. The BfV three AD
regional branches as extremist.
According to Correctiv, the meeting
held near Potsdam in November fea-
tured a talk by Martin Sellner, a well-
known activist from Austria who until
last year was leader of the white
supremacist Identitarian Movement.
Correctiv said he presented a “master
plan” for “remigration”, involving
deporting people with immigrant roots.
from Germany — even those who held
German passports. Scholz wrote on X:
“We will not allow anyone to decide
whether someone belongs to German
society based on whether they have an

the court would order Israel to stop its
Gaza offensive. But it that
“there will be some kind of urdn
regarding stopping incitement .
‘more humanitarian provisions”.
The wider i for Israel,

immigrant or not. We pro-
tect everyone, regardless of their origin,
the colour of their skin or how incon-

venient they are for fanatics with fanta-

should the court decide the case was
plausible enough to justify imposing
emergency measures, would depend on
how many — and which — of the 17
judges on the panel supported applying
them, accordingto Cohen.

If only a small majority of judges,
including those from the likes of Russia
and China, did so, it would “not be very
damaging”, he said.

“But if there [is] a consensus in the
court, including the justices from the
US, Australia, France, Japan, Slovakia
Brazil, Jamaica . . . then it might be
‘more damaging

Correctiv said the secret meeting was
attended by Roland Hartwig, a trusted
adviser of AfD party leader Alice
Weidel, as well as the AfD's Bundestag.
MP Gerrit Huy, and Ulrich Siegmund,
an AfD lawmaker in the regional
parliament of Saxony-Anhalt.

‘Weidel’s office said she had no knowl-
edge of the participants. Hartwigsaid he
also knew nothing in advance about
Sellner. AfD said: “The AfD will not
mndi(y its attitude to immigration pol-

. because of the individual opin-
mn ofa speaker atameeting that was
notan AfD event”

Horn of Africa. Port access

Somalia calls on Ethiopia to tear up deal with breakaway Somaliland

Anger at agreement that gives

it was “solely up to the Ethiopians to
this kind of mess

autonomous territory boost
in its quest for statehood

GIOIA SHAH — NAIROBI

they have created”,

An Ethiopian move to recognise

breakaway Somaliland would “bring

havoc to the whele continent”, where

many countries are battling separatist
headded

cast African IGAD trade bloc have all
raised concerns over its potential to
gausearifina regon beset by armed

Yemen's Houthi rebels, which have
forced international vessels to reroute
and sent transport costs soaring. Access

"The Horn of Africa borders the Red
Sea, an important maritime corridor
through which nearly 15 per cent of glo-
bal

which declared inde-

updncagmcm:m signed last week that
would give Addis Ababa access to a

pendence from Somalia in 1991, is in
many ways a de factostate with its own

stretch of s coastline, 2
move that has boosted the autonomous
territory’s quest for statehood.
Landlocked Ethiopia on January 1
opened dialogue to formally recognise
smaliland, in return for a 505 yeal]ease
on.a 20km strip of land d

and, analysts
say, greater stability than the rest of
Somalia. Yet no country has formally
recognised it as an independent nation.
Somalia has called the January 1
agreement, which would allow Ethiopia
Berbera, “an

of Adenportof Berbera.

‘The memorandum of understanding
signed by Abiy Ahmed, Ethiopia's prime
‘minister, and Muse Bihi Abdi, Somali-
land president, has sparked tensions in
the volatile and strategically important
Hornof Africa regi

Daud Aweis, Somalia information
‘minister, told the Financial Times that

act of aggression” and said it was pre-
pared to defend the country’s sover-
cigntyandterritorial integrity.

“Not aninch of Somalia can or will be
signed away by anybody,” Hassan
Sheikh Mohamud, Somalia president,
wrote onX.

Although the deal is not legally bind-
ing, the US, the African Union and the

passes.
The importance and vulnerability of
the corridor have been highlighted by
recent attacks on commercial ships by

Smlu]ls protest against the port deal
between Ethiopia and Somaliland

ia, Turkey and

last month defaulted on its sovereign
debt, has been seeking ways to regain
access to the sea ever since the breaka-
way of Eritreain 1991 left it landlocked.
Ethiopia reli of Djibouti,

Gulfstates as

Ethiopia, which is recovering from a
brutal two-year civil war that formally
ended in 2022, has much to gain from
the Somaliland port deal, according to
analysts. The country of 123mn, which

xRN
S vemen
Gutfof Aden
Addis
. Hargei
ETHIOPIA
SOMALIA
xenva ]
SO oCEAN

through which 95 per cent of its goods
flow. But coastal access wor low the
country to “establish facts on the
ground” that it was a Red Sea nation,
said Hassan Khannenje, director of the
Horn International Institute for Strate-
gicStudies, a Kenyan think-tank.

This would strengthen Ethiopia’s
hand against regional powers such as
Egypt, he said. Addis Ababa and Cairo
have an ongoing dispute over a huge

The Somaliland deal carries risks for
both Ethiopia and Somalia, experts say.
Neither can afford hostilities, with
Somalia fighting a long-running insur-
gency by the al-Shabaab terror group.
While analysts believe war is unlikely,
there isscope for tensions to rise.

The deal hasalso been metwith oppo-
sition within Somaliland, with the
defence minister reportedly resigning in
protest.

Ethiopia s likely to need funding i it
is to establish a new port, navy and the
other infrastructure required. Analysts
said this could come from the United
Arab Emirates, which has close rela-

dam

For Somaliland, the deal with Ethio-
pia had brought the question of recogni-
tion back into discussion, Khannenje
said. During its 30-year quest for state-
hood, the region has established a diplo-
matic presence in several countries,
including the UK and the US, and has in
turn attracted consulates to its capital,
Hargeisa, in large part because of its rel-
ativestability andsafety.

tions wit] Somalia
‘The Gulf country has been expanding
its influence in the Horn of Africa,
including at Berbera port, which the
Emirati logistics group DP World has
been upgrading. The UAE also backed
the Ethiopian government during the
conflict in the Tigray region and is
involved in Sudan’s civil war, where it
has been accused of backing paramili-
tary forces fighting the country’sarmy.
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Rising prices

US inflation outstrips forecasts at 3.4%

Hopes for early rate cut
dim as cost of living
pressures remain strong

CLAIRE JONES — WASHINGTON
KATE DUGUID — NEW YORK

US inflation outstripped forecasts for
the year to December, hitting 3.4 per
centand dimming market expectations
that interest rates would begin to fall as
soonas

tion of the US Federal Reserve's caution
with regard to cutting rates from their
23-year-high.

US stocks fell after the release of data
showing a headline 3.4 per cent annual
rise in consumer prices. The blue-chip
$&P500 and the technology-heavy Nas-
daq Composite had both declined 0.4
per centby mi ingin New York.

Inthe futures market, traders slightly
reduced expectations that the Fed
i in March.

meetingat the end of January to hint.
thatthey want.to act in March. It’s going

Ratesetterson the central bank's Fed-
cral Open Market Committee have
insisted that they want to be confident.
inflation is moving towards their 2 per
cent goal before dialling back on high

Trading in the bond market was
choppy. The two-year Treasury yield,
‘which moves with interest rate expecta-
tions, rose immediately following the

had expected arise of 3.2
per cent, up from 3.1 per cent in Novem-
ber. The core rate also came in higher

thanwas hoped, i

of the data but later
reversed that move, leaving the yield at
4.33 per cent, roughly where it was

“You're not supposed to react to one
data point but in this case, the Fed is
looking for a signal to start. And, with

Core consumer price inflation, which
excludes food and energy costs, was 3.9
per cent for the year to December,

than expected in 2023, prompting the
White House to point out that inflation
was now down about two-thirds from
the peak seen during the summer of
2022.

“We saw prices go down over the

slightly lower than the 4 per
for November, according to the data
published by the Bureau of Labor Statis-
tics. Economists had expected 3.8 per
cent.

The month-on-month core rate, a
crucial measureof

course of services
that are important for American house-
holds, like 2 gallon of gas, a gallon of
‘milk, a dozen eggs, toys, appliances, car
rentals, and airline fares,” said US Presi-
dent Joe Biden.

this CPI report, th didnt
g0 off,” said Vincent Reinhart, a central
bank veteran who is now at investment
‘manager Dreyfusand Mellon.

“After this, the Fed can’t use their

ary pressures that the Fed watches

closely, wasunchanged at 0.3 percent.
In spite of the increase in December,

price pressures fell much more sharply

Pl many
predicting a year ago, inflation is down
while growth and the job market have
remained strong.”
See The FT View

Election

Taiwan
opposition
candidate
rejects China
unity talks

KATHRIN HILLE — TAIPE|

‘The presidential candidate of Taiwan’s
largest opposition party has ruled out
unification talks with China if he is
elected tomorrow, highlighting the
improbability of a resolution to the
cross-Strait dispute even under a gov-
ernment in Taipei that is more flexible
towards Beijing.

Hou Yu-ih, a former police chief and

Ex-governor’s decision to quit
on eve of poll seen as boost for

Haley in battle against Trump

JAMES POLITI AND ALEX ROGERS
WASHINGTON

Chris Christie’s exit from the race for the
Republican presidential nomination
has delivered a sudden jolt to the con-
test, changing the dynamic just days.
beforethe first votesare castinlowa and.
NewHampshire.

‘The former New Jersey governor was
the most outspolen and fierce critic of
frontrunner Donald Trump in the field
— and his departure, which he
announced on Wednesday, could give
Nikki Haley more traction in the race.

Haley, the former US ambassador to
the UN and candidate most closely
aligned with Christie’s policies, has
gained ground on Trump, moving into
second place in some early voting states
including Towa and New Hampshire.

If, as expected, most of Christie’s vot-
ersshift to Haley, it should deliver addi-
tional momentum to her candidacy.

“This has become a two-person race
‘with me and Donald Trump,” Haley told
Fox News yesterday. “And, you know,
while everybody else wants to discount
us, Il tell you, we keep moving and
we'removing forareason”

Overcoming Trump's lead remains &
tall order for Haley —and even more so.
for Florida governor Ron DeSantis, the
only oll\rr crtdlb]e czndn‘lzk for the

Politics. Presidential primaries

Christie exit shakes up Republican election race

d of the event to

The two rivals
exchanged insults in a televised debate:
in Iowa on Wednesday night but the

the Christie

ingsinthe race.
_ Inlowa, whichwill hold the first nom-

Field narrows: inadvertently overheard, verdict on her
Chris Christic chances of cver overcoming Trump. On
heis  ahot
droppingoutof  announce his exit from the race, Chris-
the Republican  tie was overheard telling his advisers
race for the that she was going to be “smoked” by
i at th presi

atown hall “I don'’t think she’s the modern day
campaign in Joan of Arc that she’s being portrayed to
New i be,” Wayne

Below, Nikki campaign’s New Hampshire chair who
Haley ‘was part of that conservation, told the

Monday, Trump has
35 percentage point advantage over
Haley, now in second place above
DeSantis, according to the FiveThirty-
Eight polling average. In New Hamp-
shire, which holds its primary on Janu-
ary 23, Trump has a 12 percentage point
leadover Haley.

Christie had been facing pressure for
‘weeks to exit the race in order to clear
the way for Haley and, as he announced
he wasending the campaign, he pledged
“tomake surethat in noway doI enable
Donald Trump to ever be president of
the USagain”.

But the pugnacious former New Jer-
sey governor declined to endorse Haley
on the night — and in fact Christie and
his advisers delivered a withering, if

Financial Times.

“Those who would have Nikki Haley
writing her acceptance specch for Mil-
waukee are way, way, way premature.
There’s a long way to go and Donald
Trump remains in a very strong posi-
tion. And I frankly don't see her over-
taking him;” MacDonaldadded.

‘The Trump campaign issucd a memo
written by its pollster John McLaughlin

Christie's wif ven

New Jersey B;qvu'-nnf’s sense ﬂ_m she ‘Anyone

was badgering him into quitting the N

race. who is
MacDonald said Christie made “his Al

awndeciion”toleavebut lsobimedat ANWIING

thefeelingof grievance. tosay he
“You don’t bully a guy from New Jer- ;

scy: there were atempts to bully i | LTUMP]iS

outof the race. And even last nighton  UNfit to be

social media a number of Haley sup- :

porters were saying, “We finally suc- pres'de,m of

ceeded. We pressured him out”” the USis
David Tamami, a Christie donor, is

e e Pty oy ] “"ﬁ‘, tobe

Haley. “Iwant toscehow thatplaysout.  president of

The former president continuestobea e [[S7

prohibitive favourite. And I think it's
now incumbent on the other candidates
in the race to see how competitive they
can make it both in Iowa and then in
NewHampshire,” he said.

Haley reacted to the lack of an
well as the disparag-

bea'habm:w for Haley.

“If his withdrawal was meant to help
Nikki Haley, it will further polarise the
primary to be a battle between the
Trump conservatives and Haley’s DC

ing comments from Christie — with
aplomb. “It’s not a surprise. These fellas
have been talking like that from the
beginning.” she told Fox News.

But Christie’s deeper criticism of

Chris Christie

establishment base,”it said.
A big source of acrimony between
Christie and Haley has been the former

Haleyand the other Trump rivals might
be harder to shake: his accusation that
they have been too meek in criticising

the former president for fear of angering
hm supporters. Christie often harks

back to the moment when Haley and
DeSantis put their hands up during a

candidate of the said yes-
terday that while the ruling Democratic
Progressive party bore some responsi-
bility for the rise in tension with China
in recent years, he had noillusions over
Beijing’sintentions towards Taiwan.

“Within my term in office, I will not
touch the issue of unification. In cross-
Strait relations, you cannot just rely on
oneside,” Hou said, vowing to prioritise
strengthening Taiwan’s defences over
restarting dialogue with Beijing.

China’s Taiwan Affairs Office yester-
day warned voters against backing Lai
Ching-te, the current vice-president and
candidate for the DPP, which refuses to
definethe countryaspart of China.

“We sincerely hope that the majority
of Taiwan compatriots will recognise
the extreme danger of the DPP’s ‘Taiwan
independence’ line and the extreme
danger that Lai Ching-te will trigger
cross-Strait confrontation and conflict,
that they will make the right choice at
this crossroads of cross-Strait relations,”
the office said.

China, which claims Taiwan as itster-
ritory and threatens to annex it by force
if Taipei resists indefinitely, has fre-
quently denounced Lai, outgoing presi-
dent Tsai Ing-wen and the DPP as sepa-
ratists, but the statement was the most
direct warning against a Lai victory.

Analysts said Beijing did not viewany
mainstream political force in Taiwanin
aparticularly positive light but the Chi-
nese Communist party has longstanding
exchanges with the KMT, its former
adversary inthe Chinese civil war.

Beijing has in the past pressured Tai-
‘wanese citizens in China to vote for the
KMT, which in contrast to the DPP sees
Taiwan as part of China, though it disa-
grees with the CCP over which Chinese
state hastheright toruleit.

Hou's rejection of unity talks, anissue
he had avoided, followed provocative

y
if they would support Trump if he won
he nomination — even if he were con-
victedincourt.

“Anyone who is unwilling to say he is
unfittobe presidentof the US s unfit to
be president of the US,” Christic said
during bis farewell event. *I would

by Ma Ying-jeou, a KMT
elder who oversaw a thaw in relations
with China during his presidency from
2008 to 2016, suggesting that tryingto
defend Taiwan was hopeless.
“Nomatter how much we defend our-
selves we can never fight a war with the
majnlmlrl we can never win,” Ma told
Germ: Deutsche Welle.

orderto; wm

The most ardent anti-Trump Repub-
licans cheered Christie as he left the
race, saying his presence in the field
served the vital purpose of challenging
the former headon.

e addod that Tawan nocded Cotrust
Chinese leader Xi Jinping and argucd
that unification was acceptable under
Taiwan's constitution. In his televised
new year's address, Xi said Taiwan's
7 with China was a “his-

“Right up until the end, Christic —
that deeply flawed, infuriating, cxasper-
ating, irritating man — wasa magnifi-

torical inevitability”.
Hou said yesterday that some of Mas
views were “different” from his own,

cent beast;” Charli

adding: “Th t situation is quite

servative talk show hasl, wrote on the
Bulwark website, where he is editor in
chief.

But Trumpand his allies were deeply
dismissive of Christie’s role in the
Re'pnbhcan race. “Chris Christie was a

different from when former president
Ma was in office . . . relations with
Chinahavecompletely X

A scnior KMT politician said Ma's
remarks were likely to hurt Hou's cam-
paign because only a fraction of Taiwan-

;" Ohio sena-
tor D Vancetold Fox News.

country
becomingpart of China.

Austerity push

IMF offers Argentina’s Milei $4.7bn lifeline

CIARA NUGENT — BUENOS AIRES

The IMF has agreed to disburse $4.7bn.
to Argentina despite the country’s fail
ure to meet the terms of its $43bn loan
in recent months, offering a lifeline to
new libertarian President Javier Milei
ashe purstes reforms.
‘The money includes a$3.3bn tranche of
the loan that had been due to be dis-
bursed in November, which was delayed
by Milei’s inauguration in December,
and $1.4bn that the IMF agreed to dis-
burse ahead of schedule.

Argentina’s hard currency reserves

'Milei has long pledged that his auster-
ity measures would be more drastic
than those demanded by the IMF. He
has sought to draw a contrast with the
previous left-leaning Peronist govern-
ment, which fell far short on fund tar-
getsonfscal balance, reserve accumu-

bank still printed 6tn pesos, about.
$7.5bn at the official exchange rate, to
pay interest on a pile of short-term debt
with local creditors, buy dollars and
meet other obligations. Some of this
activity took pliDe before Milei took:
Dﬁ'me lmDEcembe

EHcT ok et
‘The fund will want to see
if Milei's aggressive
austerity plan is socially

ited Argentina
s week said that Miler's team had
“moved quickly and decisively to

Climate change

Beijing drives surge in global renewable energy

LUKANYO MNYANDA — LONDON

A surge in the rollout of bl

in two decades, was not far off track in

highs in Europe, the US and Brazil but
in driver remained China, which

energy last year has put the goal of tri-
pling global capacity by 2030 within
reach, the International Energy Agency
said, after China drove a 50 per cent
increase.

But the UN-agreed target as part of a
package of measures remains far off

Under cur i d

talled as much solar

police, capacity would each 500G
by2028, itsaid,a

thewhole world did in 2022.
China han doubled

erate glalnl capacity two-and-a-} hal[
times by 20!

The progress was “encouraging”, said
Fatih Birol, IEA executive director. “But
what Twould like to see is growth from

capac-
ity in 2023, and wind power 66 per cent
froma year earlier, the IEA estimated.
“There is a need for international
financial institutions to support clean-
energy projects in devtlapmg and

develop and begin to impl. a
strong policy package to restore macr-
oeconomic stability and are fully deter-
‘mined to bring the current programme
back ontrack”.

hatis warming
t0 1.5C since pre-industrial times, the
IEAwarned.

It calculated the recent UN climate
summit agreement would reduce the

most:

have been virtually wiped out amid its and politically sustainable’ The IMF stopped short of between
is in two dec- a wider of the the current tﬂ]ecmry and a 1.5C

ades. The government isrelyingonthe  Milei began implementing last month  that could have provided extra cash to by only about a thisd by 2050,

IMF’s disbursements to pay the fund  includes spending cuts and tax  support ina duringitsreforms — | ina; P28 n Dubai.

back for money lent earlier in the pro-
gramme — which was launched in 2018
and refinanced in 2022 — with repay-
‘ments of more than $2.7bn coming due
by February 1. Entering into arrears
‘would destabilise markets and deepen
the crisis.

The decision by the fund’s technical
staff must be reviewed by its board,
‘which will take several weeks.

increases aiming to reach a primary
budget surplus this year, which would
overshoot the 2024 fiscal deficit target.

aprospect some in the president’s team
hadfloated during the camy
“The fund will want to sce first if

approved by the fund last year.

A report published this week by eco-
nomics consultancy EcoGo found that.
Milei had halted central bank money
printing to finance treasury spending.
But it said that in December the central

Milei’s austerity plan is

Almost 200 countries agreed last
‘meonthto triple renewable capacity toat:
least 11,000 gigawatts by 2030, double
the average annual rate of energy effi-

socially and politically
which is so far unclear,” said Sebastian
Menescaldi, EcoGo associate director.
He pointed to planned anti-austerity
protests and the uncertain fate of Milei's
reformsin congress.

ciencyi 4 per centuntil
2030 and reduce methane emissions.

In its latest report this weel, the [EA
found that the 50 per cent increase in
renewable energy capacity to almost
510GW in 2023, the fastest growth rate

emerging and devels countries,

irol said. Mobilis-

especially in Africa, but also in Latin

ing funding for the anaition in devel
was one of the “most

Capacity increases were at record

important missingpieces” from COP2S.
The IEA has said fossil fuel demand
must fall by a quarter this decade to
limit global warmingto 1.5C. The global
‘temperature rise is already at least 1.1C,
the UN body of scientists found, and
2023 was the hottest year on record.
Dave Jones, a programme director at
Ember, an energy think-tank, said the
“entirely achievable” goal of tripling of
renewables by 2030 showed that green
energy was becoming an existential
threat to the fossil fuel industry. “We are
increasingly on track not only for a
-aking of de, but

made at a factory in eastern China

for sizeable falls in fossil fuel use.”
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Bitcoin trading
volumes surge

as ETFs

debut

on exchanges

o Nine new funds and two conversions
& Moves follow green light from SEC

WILL SCHMITT — NEW YORK

Bitcoin trading volumessurged after the
first US exchange traded funds with

“Whether there’s an initial pop and
then a slow climb thereafter, I guess
we'll see. But given the excitement and
given what we think is a sizcable

amount.

g e e A A
exchanges.

Nine new ETFs and two conversions
from other productsstarted trading yes-
terday across the New York Stock
Exchange, Nasdaq and Choe exchanges
with hopes of scoringan influx of inves-
tor cash, a day after they received
approvals from the Securities and

Commission.

The SEC previously had refused to

greenlight the products but changed

‘I'think there’s going to

be some pretty strong
inflows out of the gate’
David nklin Templeton

n,

courselast yearafter losing a legal battle
to Grayscale Investments, which has

ticular exposure with an ETF form, we
are certainly proceeding asifit’s going to
be gatheringassets quickly.”

Grayscale began the day with a head
start as it brought over about $29bn in
assets from its bitcoin trust. Grayscale
said the ncwly converted product had
experienced its highest-ever daily trad-
ingvolume yesterday morning.

“If demand is there for these products
in the way that we and others have
believed there will be, that means that
bitcoin needs to be acquired from the
spot market and put into ETFs,” Gray-
scale chief executive Michael Sonnen-
shein said earlier this week.

The ETFs had pooled about $113mn
combined in seed capital, according to
spvk:sp:wpl: and regulatory disclo-

The fund launched by VanEck!
ummywmh about $72.5mn in starting
money, followed by Fidelity with
$20mn

bitcoin trust intoan ETF.

Early yesterday, bitcoin trading vol-
umes had risen about 40 per cent in the
previous 24 hours, according to
CoinGecko. Bitcoin, historically volatile,
jumped early in the day but later pulled
back to about $46,000, up less than 1 per
cent from the day before.

An ETF based on bitcoin futures,

The issuers constitute a broad spec-
trum of the ETF industry, with large and
diversified asset managers including
BlackRock and Invesco offering prod-
ucts alongside smaller groups with a
stronger focus on digital assets, such as
Valkyrie and Bitwise.

In a final round of pre-launch filings,
most issuers slashed prices in a bid to

Shipping fears Maersk chief warns over cost
of prolonged disruption to Red Sea voyages

A Maersk container ship on the Suez Canal last December, before diversions due to militant attacks —scombeg

RICHARD MILNE
NORDIC AND BALTIC CORRESPONDENT

trade, carrying abouta f

asaresult of

freight. Clerc urged the international
ity, led by the US, to domore

The i siant AP Moller-
Maersk has warned it could take
months to reopen the Red Sca trad-
ing route, risking an economic and
inflationary hit to the global econ-
omy, companiesand consumers.

rather than the spot
gained $1bn in investor money in the
first two days of its launch in late 2021
by Prosharcs. This has raised expecta-
tions for rapid growth for some of the
newly approved spot bitcoin funds.

“I think there’s actually going to be
some pretty strong inflows out of the
gate;” said David Mann, head of ETF
product and capital markets for Frank-
lin Templeton, which is among the 11

charges to investors for the initial

torcopenthe Red Sea for ships.

A Maersk vessel was attacked in
‘mid-December, causing the Danish
group to suspend journcys through
the Red Sea, a crucial link between

the longer route. If unresolved, ships
would soon be out of position, threat-

US regulator
investigates
panel blowout
on Boeingjet

CLAIRE BUSHEY — CHICAGO
SYLVIA PFEIFER — LONDON

The US aviation regulator said yester-
day it was investigating Bocing follow-
ing a mid-air blowout of a fuselage
pancl ona 737 Max.

The US Federal Aviation Administra-
tion said it would examine whether the
products the company built matched
the design specifications approved by
regulators and whether the jetswereina
safe conditiontooperate.

Adoor plug—an exit that could not be
used and looked like a contiguous piece
of the plane’s interior — fell off Alaska
Airlines1282 on Friday asit headed from
Oregon towards California. The FAA
grounded 171 planes for inspection, and
United Airlines and Alaska Airlineslater
foundloose parts onsimilar door plugs.

“Thisincident should have never hap-
pened, and it cannot happen again,” the
agency said. “Boeing’s manufacturing
practices need to comply with the high
safety standardsthey're legally account-
able tomeet”

National Transportation Safety Board
officials investigating the incident are
already in talks with Boeing and sup-
plier Spirit AeroSystems that built the
fuselage andthe door plug.

Kansas-based Spirit, which was origi-
nally spun out of Boeing in 2005, is one
of the world’s biggest providers of air-
frame structures. It produces the fuse-
lage for the Max and fuselage and wing
components for the wide-body 787 used
for long-haul flights. It also builds aero-
structures for Airbus jets, including

350 and A320.,

eniag logisics and global supply
, said.

“We are urging the i

The FAA’s announcement came as
Boeing’s rival Airbus announced it had

wona

mmm\lmtymmﬂhl]:xanddnwhnlt
needs to do to reopen the [Bab-el-

while also retaining its crown as the
world’s largest plane maker ahead of
Bocingafter delivering 735 aircraft.

The European group said it had
received 2,319 gross orders and 2,094
net orders after allowing for cancella-
tions to the end of December last year.

Bitwise chief investment officer Mat-
‘thew Hougan said he had heard some
“ridiculous numbers” in the range of
$10bn to $20bn mentioned as possible
flow targets for bitcoin ETFs in their
first year, but cautioned against such
hopes. “For what it’s worth, that would
be extraordinary.” he said. “That’s not

‘hattheETF i hasseen”

Its rder tally for 2023 included

1,835 of its best-selling family of A320

single-aisle jets. The company delivered

735 aircraft in the year, higher than its

original target of 720 and 11 higher than

itstally in 2022. Its 2023 year-end back-
598 aircraft.

AsiaandEurope. Mandeb] strait. It is one of the main

Vincent Clerc, Maerslk’s chief execu- Itrestarted voyagesafewdayslater  arteries of the global economy, and it
tive, said yesterday that the closureof aftera US-led military coaltion tried  isclogged right now; he added.
the Red Sea to most container ship- passage, buti
pingafter attacks by Yemen's Houthi  furtheratiackattheend of December: - quences ot only forthe industry bt

ili “brutalanddl ic”.  Last week, Macrsk said it would  for

He added there were “ i the Red
as aresult ituation, whichhas  Africa “for the foreseeable future”. Mx:rsks share price has risen by a
forced vesselsto take longand costly  Diverting shipsviathe CapeofGood  quarter in the past month as con-
detoursaround South Africa. Hope adds about 13,000km for an  tainerfreight rates have shotup.

“Its unclear to us if we arc talking  Asia-Europeround tripandhundreds  Asked howitfelt to be making more
about safe passage container ‘money hurt-
into the Red Sea in a matter of days, Clercsaid. “It’s pe g ing hi

weeks or months.. .. It could poten-
tially have quite significant conse-

that Airbus has

pressure on our costs, on our custom-
ers, and nlnmm]y on consumers in

Macrsk is a bellwether of global

MaersK’s fuc] bl.l.l would be 50 per

omy, Clerc replied: “Let me be com-
pletely unambiguous: our goal is to
establish safe passageandgo back to a
normal trading pattern.”

year
retained the crown as the largest planc
maker. Bocing said on Tuesday it had
delivered 528 planesin 2023, including
396 of the 757 Max family of jets.
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Hard times for the cloud software sector as growth fizzles out

all Street’s powerful
2023 tech rebound has
Ieftaworldofhavesand

Tined the struggles of these companies,
as they scramble to cut costs and find
‘mew sources of revenue in the aftermath
ofthepandemic boom.

Jeff Lawson, co-founder and chief
executive of Twilio, a communications
service that other developers “plug in”
to their own apps, stepped down
after months of pressure from activist
investors.

Meanwhile, Carta, a private company
that provides software to private tech
companies to track their shareholder
Tists, shut down partof its business after
it emerged some of its customer data

: big tech

companics that have
recovered most or all of their steep
Iosses from the year before, and a much
larger group of smaller, once hot stocks
that have scen growth fizzle and are
trading far below their peaks. Nowhere

thanin

data had been used to generate sales
Ieads for the company’s high-margin
broking operation —a business that has
now been shuttered to avoid even the
appearance of a conflict of interest.
These very dif-

‘mated 7 per cent last year. The pressure
to diversify has been intense. But
Twilio's attempt totake on more power-
ful companies such as Salesforce and
Adobe has foundered, leading to calls
for it to shed its new data and applica-
tions business. Meanwhile, Carta moved
into a business that, its own CEO now
admits, raised the perception of con-
flictswithits own customers interests.

Ithasalso taken time to move past the
“growth at all costs” mindset that set in
when Wall Street was solely focused on
revenue expansion. Both Twilio and
Carta have been through three rounds of
job cutsinthe pastyear orso.

Tech buying trends have also been
moving against them. Many customers
these days are less interested in
ist, or “best in breed”, products and
looking instead for suites of software
from larger vendors, says Tomasz Ton-

: } } ! The pressure to find new guz, an investor in private software
Self-paced, eLearning for rapid upskilling of senior executives the cloud softwareindustry. least one thing in companies at Theory Ventures. That
to help grow stronger, more effective boards. The combined market value of the ~common: the pres- SOUICes Of growth hasbeen  reflects a familiar pendulum-swing in

thesoftwarcindustry as periods of rapid

70 companics in the Bessemer cmerging  sure to find new jntense. Companies that
innovation give way to periods of con-

cloud index — which includes names  sources of gro

such as Adobe, Salesforce and Zoom — beenintenseas StUMble can expecta harsh
soared from §ltn just before the core businesses reaction from investors
pandemic to $27tn in November mature. Compa-

Are you looking o develop the skills fo be a more effective director? Or gain a beffer
understanding of the roles and responsibiltes of the board?

field, the Board Director a
elearning ped by the FT Board Director
ditectors, as wel as individuals not yer at board level.

of selfded, All of this has been taking place

against the background of a turn in the

understanding of the role of a board director.

Our Courses:
The Role of the Board
‘The Role of  Board Member

Vet working at board level.the Board Director Online will provide you with an in-cepth

& hours’ duration, and completed at the leamer's pace.

Essential Financial Skl for Board Members
Culture, Strategy and the Board

r are not

Each course is formally CPD accredited,

Find out at bdp ft.com +44 (0) 207 873 4909

2021. A combination of rock-bottom
interest rates and strong digital
demand, as customers were forced to

nies that stumble can expect a harsh
reaction from investors.
During the pandemic, it was casy to

y
operating during the pandemic, sent

software products would be much big-

stratosphere.

For some, the post-pandemic hango-
ver has been brutal. The index shed
nearly two-thirds ofits value by the end
of 2022, before a near 40 per cent
bounce last year as some of the biggest
names rebounded. But the scctor’s
combined market cap is still $1.1tn
down from the peak, with losses con-
centrated amongsmaller companics.

Two events this week have under-

ught. Companics
Sy e e e
DocuSign for remotely signing con-
tracts, or identity management com-
pany Okta, thrived.

But the boom turned out to be partly
founded on digital purchases that had
been brought forward from future per-
ods, and a weaker economy has added
tothesalesslump.

At Twilio, growth has collapsed from
‘morethan 60 per cent in 2021 to an esti-

interest rate cycle that has severely
compressed the revenue and carnings
multiples on high-growth stocks. The
resulthas beenadouble whammy.

No wonder this has been a feeding
ground for bargain hunters. According
to Tunguz, eight out of a selection of 70
the most prominent software compa-
nics were taken privatelast year, includ-
ing expense management concern
Coupa and web tracking company New
Relic. A stabilising cconomy and the
prospect of lower US interest rates this
year may relieve some of the pressure,
butthere is surely much moreto come.

richard waters@ft.com
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Energy

Chesapeake to acquire Southwestern

Biggest US gas producer to
be formed in $74bn deal
that will tap LNG demand

MYLES MCCORMICK — HOUSTON
OLIVER RALPH AND SHOTARO TANI
LONDON

Chesapeake Energy has agreed to buy

demand for liquefied natural gas
exportsalong the US Gulfcoast.
“We combined to create an un-

The group will combine Ch ke

$669 The com-

demand in2020.

and Southwestern's assets in gas-rich
Appalachiainthe US north-cast and the

bined company would be 60 per cent
owned by existing Chesapeake share-

The company emerged from bank-
ruptey the following year and has

Technology
OpenAland
peers held
talks on sector
safety with
China officials

Southwestern Energy in a $7.4bn all-
share. il i U

o et et 8o e e e e e e e et
with the scale, asset quality, financial USLNGexports have growninimpor-  remaining 40 per cent held by current _ Southwestern played a leading role
strength and i in Ulkra a the shale basin
value for while accelerat- ks to replace gas shipped by DellOsso wil remain president and  in Arkansas and Oklahoma before
ing America’s energy reach,” said Nick  pipelines from Russia. About 10bncuft/  chicf exccutive of the new company, into and the
DellOsso, Chesapeake chiefexceutive.  d of LNG capacityis due to come online  with Chesapeake chair Mike Wichterich  Haynesville.

The transaction marks the first big in the US over the next 36 months,  also staying in his rolc. The deal is Private cquity group Kimmeridge,
acquisition focused i expected justover 2per cent

natural gas producer as a wave of adealfrenzykickedoffinthe USenergy  The acquisition “is the biggest gas- pending approval from regulators and
merger and acquisition activity contin-  sectorat the end of last year. Combined,  focused i than
h P 4bn confi-  Ch inthe

‘The combined group, with an enter-
pﬁsmlucnhbqutsmbn will beby far

10 years and reflect
I

the largest in upstream US
gas supply as it seeks to feed surging

cubicfeet of gasa day, i for

Capital 10, overtaking the curreat  the comamodity’, said Andsew Ditmas
QT, which pro- u

duces about 5tbneu ft/d. Oklahoma-based Chesapeake offered

shale revolution that has swept the US
over the past 15 years, with

in each company, was a proponent of
Chesapeake’s shift in focus. The group
said it was “highly supportive” of the
mergm- “We believe n.wn]lheunenﬂhe
few 2 said

rising to $35bn. But an ill-timed move
into oil led to its bankruptcy when the

Mark Viviano, managing partner at
immeridge.

Total €776mn handed to

vestors over four years,
including chiefand KKR

LAURA PITEL — BERLIN
WILL LOUCH — LONDON

Axel Springer has paid dividends of
‘more than €750mn over the past four
‘years, inluding a large award that.came
weeks after the German media group
announced hundreds of job losses at its
domesticnews outlets.

Figures scen by the Financial Times
show that shareholders in the owner of
Politico, including chicf cxecutive Math-
ias Dopfner and US private equity group
KKR, shared €125mn in March last year.

The payout came a month after staff
at the publishing house’s flagship tab-
Ioid Bild and its conservative broad-
sheet Welt were told they faced a
€100mn budget squeeze and the clo-
sure of astring of regional offices as part
of what the company billed as a digital
overhaul.

Dividends have totalled €776mn
since 2020, the year after KKR became
Axel Springer’s biggest sharcholder,
accordingtoa document seen by the FT.
TheﬁrmhuldsnSSpummsukeintl\e

Media. Publishing house

Axel Springer pays hefty dividends despite job cuts

focused publishing house into aglobal
‘media player.

Dépfner, who has spearheaded the
company's expansion into the profitable
classifieds scctor as he grasped the
threat posed by the internet to tradi-
tional media, launched its failed bid to
buy the FT in 2015 followed by the suc-

mediagroup, whichalsoowns  Axcl Springer’s  €400mnin2021 linked tothe salc of the
mnhn:]nbs platform Stepstoncandscv-  Berlin offices. Its  company's French car classificds busi-
eral online real estate sites. payouts of ness means total dividends paid over
The payoutscomparcwithtotal group ~ €776mnsince  the past four ycars were higher than the
profitof about €770mn for the relevant 2020 compare total of €75Imn in the preceding four
period, while adjusted earnings before  with profitof  years.
interest, tax, depreciation and amorti-  €770mnin the KKR valucd the company at €9.4bn at
sation were €2.9bnon revenuesofmore  period, with one  theend 0{2022, according to the figures
than €13bn. dividend coming  seenby the FT—up ion of
Abi Watson, a senior rescarchanalyst  weeks after about €6.8bn when the private cquity
at media Enders Analysis, dredsofjob firmstaged its 2019 buyout.
said it appeared that all of the com- atotal of atleast
pany’s carnings were being passed to  announced €140mn for quﬁmr, the long-serving
==

shareholders. “The question is whether
this is coming at the expense of invest-
mentinthe business,” shesaid.

Axel Springer rejected that sugges-
tion, arguing that dividend payments
had declined since the company
delistedin2020.

“This reflects the long-term strategy
of our shareholders, allowing for alloca-
tion of capital for our successful growth
overthelast years, and underscores the.

The former musicjournalist becamea
billionaire overnight in 2020 when
Friede Springer, widow of the group’s
ponymousoundessold i 4 peceat

ifted hima further15

(i 0 Gy (e

Axel Springer payouts

€mn

KKR becomes majority
shareholder and a year
later Dopfner becames a
significant shareholder

S

pel' cent. Added to his previous share-
holding, that gave him a 22 per cent
stake thatisnow worthabout €2bn.
Dépiner, who last year celebrated his
&0thbirthday at a party in Tuscany with
guests including Elon Musk, hasinsisted
e does not feel like a billionaire, argu-
ing that he had to go into debt to buy.
Friede Springer’s shares. He has sought
to play down his wealth, telling New

“We operate
under the
principle
thateach
business
unit

must be
successful
onitsown
merit’

— LONDON

Artificial intelligence companies
OpenAL Anthropic and Cohere have
engaged in secret diplomacy with Chi-
nese Al , amid shared concern
about how the powerful technology
might spread misinformation and
threatensocial cohesion.

According to people with direct knowl-
edge, two meetings took placein Geneva
in July and October last year attended
by scientists and policy experts from
the North American Al groups, along-
side representatives of Tsinghua Uni-
versity and other Chinese state-backed
institutions.

Attendees said the talks allowed both
sides to discuss the risks from the
emerging tech and encourage invest-
‘ments in Al safety research. They said
the goal wasto find a scientific path for-
ward to safely develop more sophisti-
cated Al tech.

“There is noway for us to set interna-
tional standards around AI safety and
alignment without agreement between
this set of actors,” said one person
presentat the talks. “And if they agree, it
makes tmuch easier tobringthe others

along”

The previously unreported talks are
a rare sign of Sino-US co-operation
‘amid a race for supremacy between the

‘Our principal aim was to
underscore the

vulnerabilities, risks and
opportunities attendant’

twomajor powers in the area of cutting-
edge tech such as AT and quantum
computing.

Washington has blocked US exports
of the high-performance chips made by
the likes of Nvidia that are needed to
develop sophisticated Al software.

The topic of Al safety has become a
point. of common interest between
developers of the tech across both coun-
tries, given the potential existential

risksfor humanity.
The Geneva meetings were arranged
f | with the knowledge of the White House

a dmdcnd when deep cuts were 'x]uug
placeinits German media division.

“At Axel Springer, we operate under
the principle that each business unit
‘must be successful on its own merit and
we will adjust the business strategy
accordingly wherever needed t remain

as well as that of UK and Chinese offi-
cials, according to a negotiator present.

The White House declined to
comment.

“China supports efforts to discuss AT
governance and develop needful frame-
works, norms and ds based on
7 said the Chinese

mukmw:qpnmm, it told the FT.
KKRand CPPIBdeclined

Details of the dividend payments risk
damaging relations between company
‘management and its editorial divisions
amid tension with journalists at the

which was

Ty out com-
'munication, exchange and practical co-
operation with various parties on global
AT governance, and ensure that AT
develops in a way that advances human

bought by Axel Springer in2015.
Staff at Insider are furious at their par-

ent c\)mpnnys decision to order a

review of t of two stories

The talks were convened by the
Shaikh Group, a private mediation
organisation that facilitates dialogue

alleging plagiarism by Neri Oxman, a
designer and former MIT professor who
is the wife of billionaire hedge fund
manager Bill Ackman.

“We saw an opportunity to bring
together key US and Chinese actors
workingon AL Our principal aim was to
underscore the vulnerabilities, risks

decisiontodelist)” the company said. York magazine in 2022: “I will own no _Oxman has apologised on X for omit- | and opportunities attendant with the
Dividend payments have been fixed 200 boats and no planes. I'm not playing of Almodels that are
ata flat level of €125mna year in recent golf. Thave nosports cars” of her doctoral dissertation while noting | shared across the globe;” said Salman
years, according to a person familiar o Other Axel Springer shareholders that she had properly credited original | Shaikh, the group’s chief executive.
‘with the situation who said that, against include Canadian pension fund CPPIB, sources both at the end of the para- | Thoscinvolved un.hem]ks said Chi-
a backdrop of rising revenues, this had which ownsa13 per centstake. Therest i iblic kman | nese Al as ByteDance,
enabled the company to make invest- o  of the company is owned by Friede has also written lengthy posts on X | Tencent and Baidu did not participate;
ments such as its $1bn acquisition of 5013 14 15 16 17 18 19 20 21 22 23 Springer and her charitable foundation, rejecting the allegations and attacking | while Google DecpMind was briefed of
Politicoin 2021. plus two of Axel Springer’s grandchil- Insider for ions, it did not
Nonetheless, a payout of roughly ~ SoUresscompenyFTresearch dren from a previous marriage. Additional reporting by Olaf Storbeck attend.
Banks Financials

Deutsche faces Spain mis-selling proceedings

OLAF STORBECK — FRANKFURT
BARNEY JOPSON — MADRID.

Spain’s financial watchdog has
aunched “disiplnary proceedings™

Under Spanish law, the fines authori-

ties can mete out for very serious
infringements of securities law can
reach 10 per cent of the annual turnover
" local subsidi

their risk profile,” the CNMV added.

Deutsche’s internal investigation
found that some of the bank’s employ-
ees acted in bad faith and exploited

HUDSON LOCKETT AND KAYE WIGGINS
HONG KONG

Citadel Securities has bid about
Rmb2bn ($280mn) for Credit Suisse’s
o ities busis th

markets but does not have a licence to
operate a domestic securities business
offering brokerage and underwriting
services in Shanghai and Shenzhen.

Tion of s lnngrrunnmg scandal over
the lenders alleged mis-selling of risky
derivatives.

Small and medium-sized businesses in
he bank

Y.

The end of the period set out by the
CNMV is more than a year after Deut-
sche Bank started its own investigation,
after it received a ‘com-

 The CNMV said it had identified

ket maker founded by Ken Griffin
with i i

“It's a highly risky bet that a foreign
fi breakinto th itive and

with Span-
ish ]nw m relmmn to the foreign
t noted that“at

plaint in 2019. The Financial Times

ve.
touted high-risk foreign exchange
derivatives as cheap and low-risk cur-
rency hedges without highlighting their
downsides. Deutsche has already paid
tens of millions of euros in settlements
and sanctioned abouta dozen staffafter
dlients suffered cripplinglosscs.

reported in
Bank had offered the

the nme different m{urmnhnn was dis-

China, people familiar with the matter
havesaid.

offer

derivatives to SME clients until last
summer, cven after some had built up
largelosses.

The watchdog said the bank had a
legal duty “inform fnvestors in a bal-
anced, clear, impartial and non-mis-

The Spanish Mar-

on the ch

ket Commission (CNMV) said Deut-
sches conduct between October 2018
and March 2021 “may constitute” a
“very serious infringement” of Spanish
securities law “in a non-occasional or
isolated manner”.

operation, risks and costs” associated
with highly complex derivative prod-
ucts. The lender had to “always act in
‘the best interest of the clients, advising
on products that suit their investment
needs and objectives, and especially

that Deutsche  closed in the specialised press”. In | If ful, the non-bindi
ial  March2021 toldthe FT | made last month ina range of Rmb1.5bn
that only a “limited number of clients” | to Rmb2bn would expand the market
might have been affected by the mis- | maker’s China presence. A Chinese
selling. company had madearival bid, aperson
The regulator said the withk

were still ongoing and its announce-
ment “did not prejudge the final out-

come”.

Deutsche Bank said ina statement it
was aware of the regulatory decision,
taken in December but announced yes-
terday, and that the bank was “review-
ing and cnhancing relevant processes
andcontrls”.

UBS put the unit, which includes
investment banking and brokerage
services, up for sal

‘In China, the story is
theunbelievable size the
market has become,
combined with innovation’

Citadel Securities bids for unit of Credit Suisse

investors increasingly shun the coun-
try’s underperforming stock market.
‘The CSI 300 finished 2023 down more
than 11 per cent, with 90 per cent of for-
eign inflows to Chinese equities pili
backoutby theend of the year.

But Griffin has remained relatively
optimistic. “In China, the story is the
unbelievable size the market has
become, combined with innovation,” he
saidinJune.

Citadel Securities and Citadel, the

hedge fund owned by Griffin, have also
been expa)ldmg elsewhere in Asia,

highly political Chinese market,” said
Andrew Collicr, managing director of
Orient Capital Rescarch in Hong Kong.

“Onthe otherhand, i hem 2 seat at

Tokyolast year.
The China deals price could shift as
bids depend on the valuation of the
company’s assets, which could change,
: “th knowledge of

of Credit Suisse when it collapsed last
Year. UBS already hasa securities unitin
mainland China and cannot hold two

licences.
Citadel Securities is licensed as a for-
eign institutional investor in Chinese

thetablefor not much money.”
News of the bid was first reported by
Bloomberg. UBS and Citadel declined to

comment.
The push by Citadel Securities to
expand its China footprint comes as

thematter.

Credit Suisse took a majority stake in
the securities venture in 2020 after
China’s regulators introduced reforms
cnabling international banks to have
full controlof their mainland units.
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Collapse of shadow bank Zhongzhi
casts cloud over Chinese economy

Speed of bankruptcy filing highlights Be

THOMAS HALE — SHANGHAI
CHENG LENG — HONG KONG

Until last summer, there were few con-
crete links between a slowdown in
China’s property sector and a domestic
shadow banking industry that has for
years supplied middle class savers with
‘high-interest products.

But that suddenly changed in July
whenl wealth management
group Zhongzhi ran into payment diffi-
culties, making it the focal point of con-
cerns abouta potential spillover from a.
real estate cash crunch that has since
‘worsened.

In the intervening six months, the
conglomerate has unravelled. In
November, it admitted it was severely
insolvent and its management had “run
wild” in the wake of its founder’s death.
Recently, it declared bankruptcy.

While developer Evergrande was for
years the subject of warnings over a
default that eventually materialised and
remains locked in negotiations with
creditors, Zhongzhi’s issues emerged
out of the blue and were rapidly
addressed byauthorities.

The speed of its fall is indicative of
government concern over the pro-
longed slowdown in China’s vast real
estate industry and adds to uncertainty
over the country’s economic and finan-
cial traj

“Al in all, Zhongzhi’s bankruptcy
filing points to the rippling effect of real
estate and some failures in the shadow
banking sector,” wrote Alicia Garcia-
Herrero, chief Asia-Pacificeconomist at
Natixis, inanote yesterday.

“Although trust companies have
reduced their exposure to real estate,
theuncharted waters of wealth manage-

posemore creditrisks”

Zhongzhiwas founded in 1989 by Xie
Zhikun, whoworked in timber and real
estate. The company evolved into a
sprawling conglomerate that included
five asset management businesses, four
wealth managers and a stake in Zhon-
grong, a trust company — part of an
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Its complex structure in part reflects
the development of China’s financial
system, which has evolved dramati
since liberalisation in the 1990s. Infor-
mal or loosely regulated investment.
products, often seen asa means of chan-
nelling money into property and in
some cases sold directly by developers’
wealth management arms, have been
‘widely sold to investors in China. One

By international standards, little
information was publicly available
about Zhongzhi until its bankruptcy.
According to its website, its assets total
Rmbitn ($140bn). But in an open letter
toinvestorslast year it said it had assets
of just Rmb200bn compared with obli-
gations of Rmb460bn.

The bankruptcy filing said the com-
pany was 76 per cent owned by Zhong-
hai Shengfeng (Beijing) Capital Man-
agement, an investment company that
as of 2019 was owned by Xie, who died
in2021. The remaining 16 and 8 per cent.
was owned by individuals Liu Yiliang
and Xie Rutong, respectively Xie's busi-
ness partner and daughter.

The first sign of trouble came last

ijing’s concern over prolonged slowdown in property sector

Evergrande’s summer amid speculation on social ~ giventhe def:rEnoe between tsassets 7 hongzhi’s
City Plaza media over the company’s health and  and liabilities
i Zh Taaleties from the business toaves- bankruptcy
Beijing. The Tisunclear exactly how much Zhon-  tors made publicin Novemnber, thecom- — fjlino hoints
company’s grong has invested in the property sec-  pany cited the death of Xieas onereason
defaultin2021  tor, butthetrustindustryingencralhas  for its problems, In the same letter, it 10 the
sparkeda der from “ranwild” asauthori-  pipyn]j
Tiquidity crunch. i i moesr.  TIPPING
in China's In late July, listed on the 3 effectof
property sector.  Shanghai stock exchange said Zhon- The most significant aspect of real estate
Below, grong —which is not mentioned in the  Zhongzhi’s bankruptcy filing is the
Zhongzhi' filing — had failed tomake  speedwithwhichthecourtacceptedthe aNd sOme
head in  investment payments. Retail investors  application and with which authorities failuresin
Beijing s inZhongzhi's wealth managementarms  in general have moved. This follows
il gathered at its headquarters in August, President Xi Jinping’s call in November  the shadow
pmmpnuga ]iuge lm]mt presence. The  for “fast discovery and speedy resolu- banking
protests qui tion” of financial risks. N
The bankruptey ﬁ]mg cited Itcontrasts with the situationat Ever-  S€CtOI

Zhongzhi’s involvement in court cases
brought over the summer by Shanghai
Pudong Development Bank and Shan-
dong Encrgy, both related to unpaid
funds or debts. These cases continue.
The filing stated there was an “obvious

grande, the world’s most indebted prop-
erty developer. Its default in 2021 led to
a liquidity crunch across China’s real
estate sector. INA, a conglomerate that
borrowed heavily overseas, was also
embroiled in years of delays before a

plan dbycred-

Zhongzhi, based on the bankruptey
filings, is much smaller than Eve

or its peer Country Garden, which
reignited real estate concerns in recent
‘months after it similarly missed pay-
‘ments on international debt. Zhongzhi
is domestically focused and its bank-

ruptey s unlikely to trigger the kind of
legal and restructuring processes aris-

ing from offshore liabilities.

Some observers also suggested the
speed of the resolution implied the
situation was “not as srnsiﬁv{as with
higher-profile banking institutio

The failure of Zhongzhi oo high-
lighted the extent of uncertainty over
the health of China’s financial system at

atimewhen the government s cracking
down on the flow of ilmsrmxliun and

parts of its

Financials

Hedge funds
battle private
equity over
distress surge

COSTAS MOURSELAS AND WILL LOUCH
NDON.

Hedge funds are challenging private
equity firms over restrictions that dic-
tate who can lend to or buy the debt of
buyout-backed companies, weighing
legal action to capitalise on a surge in
corporate di

Private equity portfolio companies can
be exposed tointerest rate rises because
of buyout firms’ reliance on debt to buy
tar

gets.

The firms draw up “white lists” of
approved lenders to stop potentially
troublesome credit investors from using
a position in the companies’ debt to
steer the business’s strategy.

Although white lists have been a fea-
ture of the buyout market for the past
decade, the system is increasingly being
tested as higher interest rates cause
lenders o retrench, leaving companies

for new sources of

Law firm Pallas, which mun!ssom:q{
the hedge fund industry’s best-known
names among its clients, said it was
exploringalegal chall

The use of white lists, “which prevent
financial institutions who are not listed
from acquiring the debt, damages mar-
ket liquidity”, said Natasha Harrison,

ing partner at Pallas.

Many large private equity firms use
‘white lists. The system helps them pre-
vent combative investors from buying
the debt of portfolio companies if they
getintodifficulty and helps cement rela-
tionships with friendly lenders.

“Certain firms have reputations for
being more litigious, being more activ-
ist, and alot of private equity don’t want
to deal with those kinds of investors,”
said Randy Raisman, managing director

t Marath

sec-
torare paralysed by inactivity.

Analysts have hrgely said they see
limited spillover from the case of
Zhongzhi. At a UBS conference in
Shanghai this week, Tao Wang, chief
China cconomist at the Swiss banlk, said
she“did not sce the impact on the finan-

But companies need to refinance
‘more than $1tn of debt in the coming
four years, according to figures from
Moody’s, at a time when rate rises have
'made borrowing more expensive.

Some white-listed lenders have been
reluctant to lend more to troubled

T -

Reinforcing this idea, Zerlina Zeng
head of east Asia corporates at Credit-
Sights, saidits savers were largely ultra-
high net worth individuals and as such

class holders of banks’ wealth
mentproducts.
Zho:

underpressure.

Without existing lenders putting in
new cash, portfolio groups need their
private equity sponsors to let them take

less likely to protest than the middle- | money from new sources.
manage- | “The problem becomes that you need
new money and the sponsor does not
were mainly allof their ovn-
unlisted stocks and bonds, she said, | ership in the company], and the com-
adding that ts failure was unlikely to | pany is paralysed fora longer period;”a
move public markets, which had | hedgefund exceutivesaid.

y priced in any broader impact.

But China's shadow financing indus-
try, which based on available data now
slays alessgnificant ol than before

Last year KKR-backed cancer treat-
‘ment provider GenesisCare was unable
to borrow the money it needed from
existing lenders, dnd executive David
of

Zengadded um ‘many of Zhongzhi's
products were “sold via off-balance-
sheet channels”, meaning they “won't
be necessarily booked in the court fil-
ings” and that “these assets won’t be
part of the winding-up procedure”. This
could mean that Zhongzhi's failure will
take longertoresolve.

“The actual systemic impact of
Zhongzhi's ptey would be lim-
ited since its crisis has been brewing for
years, and its risk exposures are not
cross-held by other financial institu-
tions” said Larry Hu, economist at Mac-
quarie. “But the fallout could continue

arestrictive white hst.

Itwas ultimately able toraise $200mn
after the white list was expanded,
accordingto Young.

Investors at another KKR-backed
company, Unilever’s former spreads
business Upfield, were unable to sell
their debt to willing buyers in 2022
because of KKR’s white list, accordingto
onecreditor.

KKR expanded the list in 2023
because Upfield needed to extend the
‘maturities on its debt and the company
managed to push out the repayment
date forbillions of dollars of loans.

KKR declined

Governance. Bylaws

Oregon leads pushback against corporate moves to thwart proxy fights

US state demands reversal of
rule changes that frustrate the

election of activist directors

PATRICK TEMPLE-WEST, SUJEET INDAP
AND ORTENCA ALIAJ — NEW YORK

demanded nine US compa-

Philip Larricu, head of stewardshipat
the Oregon treasury, said these addi-
tions had been made to “advance
notice” bylaws, under which sharchold-
ers must put forward board candidates
months before sharcholder meetings
and provide detailed information about
‘the nominees. institu-

Oregon is pursuing
companies across several sectors not.
known to be facingactivistattacks.

Pfizer, the pharma group, is challeng-
ing an Oregon shareholder proposal at
the SEC. It declined to comment. Lar-
rieu dcc].med ‘to name the other eight
that have received share-

tional investors believe companics use

holder proposals, saying negotiations
i the state might wi

Oregon has
nies halt their efforts to

tricter

activist from pursuing
proxy fights, becoming the first state to
intervene ina legal cat-and-mouse game
between boards and

“We don't want iies playing

draw its petitions if its requests were

‘met. North Carolina-based
acquiesced to Oregon’s requests and
changed its bylaws in December, Lar-
rieusaid. Duke declined tocomment.

Tobias Read, Oregon’s treasurer, is
nnnmgmﬂnsycnfsekchnmmbes«—
retary

to draw a line in the sand

md understand it, the bylaw — with its

of deferring to companies’discretion.

In December, a Delaware judge struck
down four bylaw changes adopted in
2023 by AIM Immunotcch, a small bio-
tech faci ivi is

and activists are not new, but took on
new significance after the SEC in 2022
adopted so-called “universal proxy”
rules. Th

games with the advance notice bylaws
‘todefend the

Before the groups’ annual meetings
this year, Oregon's state treasurer has
asked that dissident investors’ board
nominees not be “subjected to stricter
standards than ymi-

‘ US corporate bylaw revisions

rieusaid.

appear on a single mu:gnmd share-

“Th i i akintoa
tripwire than an information gathering
tool” vice-chancellor Lori Will wrote of
the revised bylaws. For oneof these new
provisions, “though I have tried to read

13 subparts — isindeci-
phmbk. she said.

Will's decision will prompt companies
to review bylaw changes they made fol-
lowing the SEC’s universal proxy rule,
said Sean Donahue, a partner at law
firm Paul Hastings. It means “it is mn
OK that when the company rewrote
bylaws, they added a bunch of nth:r
things that candidly make it very diffi-
culttocomply with these bylaws”

neutralori

noi
nees” at companies where the state’s
A |

activist

a

Hundreds of US-listed companics
have updated their bylaws since the US.
Securities and Exchange Commission
simplified the process for challenging
incumbent dlred,urs in 2022. Suma
added

board” Lar- holder ballot at a company’s annual
tocreatea 1000  meeting. Unlike the previous standard, | irpmmpeyemen
e o R AT
i i 800 tors il rather than having to
nally nominated candidates on the vote fora slm:e put larwlrrlbyﬂlt com- THE REH'AUMNT GROUP PLC
600 Nul\u is herat Iwn um on 21 December 2023, & of an order of the Court of Session,
Companies are increasingly blocking The universal proxy rules were s;{‘;m B e e Seme g o
by citing various 00 viewed as friendly to activists, particu- -smm-) under Part 26 of the Campanm Act 2006 and between The Restaurant Group pl & pubhc

deficiencies. The number of rejected larly smaller investors who, some said, e R N
campaigns jumped from five in 2022 to could conducta campaignforaslittleas | | 2 5, Seoe Saueare, dlesgow .’?},‘.’:}."ﬂ,’cﬁﬁ"‘m.,“h, gm?’:,“j SRR Y "’ﬁ"""
12in2023, according to Deal Point Data. 200 $10,000.Law firms predicted a boom in o Scnomar The Order Sonyon

At least 900 companies modified activism, spurring some companics o | | S e S
‘their advance notice bylaws in 2023, up o update bylaws. Ultimately, though, the | | sjaughtor and may
fmm §53 in 2022, the research firm univu-sal proxy changes had a smaller || O BunhllRow, Lonn EC1Y 8VY

srule Bumess P

‘ments and other qualifications lor activ-
ists’board nominees.

c'h:ulgcs fewer than 150 companics
changed hyear.

201718 19 20 21 22 23

and advance nofice fiming
Source: Desl Paints Data

ll:uem_ly, courts in Delavare, where
are

50 Lothian Road, Festival Squars, Edinburgh EH3 9WJ
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Fixed income. Low-grade borrowers

Investors warn of ‘complacent’
reaction to junk bond risks

Equities

Microsoft and
Apple take
turns as most
valuable group

TIM BRADSHAW

Microsoft usurped Apple to become the
world’s biggest company by market
value yesterday as the boom in artificial
intelligence brought a new twist to the
decades-long rivalry between the two
Big Techgroups.

The software company’s shares
climbed around 1 per cent in early
trading to take its market value to
$2.87tn, justahead ofthe iPhone maker,
‘whose shares fell almost 1 per cent.

As trading in New York continued
yesterday, the pair exchanged the top
‘spot several times.

Investors’ excitement about the new
wave of generative Al has fuelled a rally
in the shares of Microsoft, which is the
biggest backer of OpenAIL the maker of
popular ALpowered chatbot ChatGPT.

Apple has largely been left out of the
Alfervour that has propelled Microsoft,
which is also OpenAI’s cloud hosting
provider as well as a pioneer in deploy-
ing Al chatbots across its search and
workplace products.

At the same time, concerns about
weaker iPhone sales — particularly in
China — have weighed on Apple’s stock
in the first days 0f 2024, prompting Wall
Street analyst downgrades.

Apple and Microsoft have been rivals
since the 19805, when the company
founded by Steve Jobs and Steve Woz-

i i points to 3.59 i i rises y y: Ai - -
Yieldsslide toabout 8% from  *° e e i et g e et VT I ‘Apple ishoping the launch
9.4% in November but worries 'ﬂm iswell below the median point cuts in 2024. In responsc, inves-  financing costs “Although investors expect the [Fed] 4 o

Fhich funds = points and 839 i i to cut interest rates as early as March, ofits Vision Pro headset
afil bl seis e = Eon = : - Sl gl (o el will usher in a new era of

rical non-recession months and “The fourth quarter [of 2023] wasa amonginvestors  with relatively high interest rates and B N .
MARRIET CLARFELT — NEW YORK recession months going back to 1996,  shock to everybody about howstrongly  that the US robust wage growth in the near term,” ‘spatial computing

i lysis by Marty Fridson, icd,” saidL Federal Reserve  S&P'sanalystswrote.

The junk bond market has become  chicf investment officer of Lehmann A survey yesterday by the Interna- ~ has completed “The run-up in bankruptcies and niak accused Bill Gates’ Windows
“complacent” over the risks facing  Livian Fridson Advisors. tional Association of Credit Portfolio its cycle of default rates last year is a very impor- ‘maker of stealing the “look and feel” of
corporate Americaafterasharpdropin “Ido think that the marketisalittle  Managers — whose members include  monetary policy  tant reminder that the cost of capital itsMacintosh computer software.
debt fundi said Kevin Loome, ahigh-  big banks and fund houses — showed  tightening ‘matters,” said Slok. Apple lost a high-profile copyright
economists warn, with high interest yield portfolio atTRowePrice. that many “believe the Thereare “stilla lot of companies that wsuit targeting Windows in the early
rates anda possibleeconomicdownturn  He added that the rally had been  cuphoria seen in global financial mar- were created during the ‘free money’ 19905, clearing the way for Microsoft to
still posing Mhrtmmluwmﬂc highly  driven by many fixed income investors  kets the last two months of 2023 was period that will remain vulnerable to dominate the PC market for decades.
indebted borrowers simply finding $ per cent yields on  overdone”. the cost of capital staying high”, he But driven by the success of the

A feverish rally across financial mar- grade bonds —and  Respondents think that, “while credit added. iPhone, Apple’s market value finally
ketson hopes of rapid interest ratecuts  even higher yields on loans — “really  conditions look better today, the fight Investors and analysts also high- overtook Microsoft in 2010, a position it
Iater this year has sent companies’ attractive”. against inflation will probably take lighted an apparent contradiction retained for several years as Windows
borrowing costs plunging in recent  Thedeclinei i , the survey noted. between the futures market’s expecta- struggled with the transition to mobile
‘mont growing conviction among investors Those concerns among credit market tion of almost six US rate cuts this year ‘computing,

Even afterapartial reversal inthefirst  that the US Federal Reserve has com-  participants come as new data this week and the corporate bond market's opti- Microsoft briefly rallied above Apple
few days of January, tight-  showed US corporate bankruptcies mlsmvvzrtheaullookfm junlk borrow- during the Covid-19 pandemic in 2020
anindex of US junk bonds sil boversat.  ening afier jacking up interest rates  reached a1%-year peak in 2023, accord- and 2021 as its strength in cloud com-

i BofA inearly 2022 to arange  ingtoan S&P Global Market Intelligence while the Fed’s projection of three puting during the boom in remote
data, compared with 9.4 per cent as  of 5.25 to 5.5 per cent in a bid to curb  report, with 642 flings in total and 50in cuts signals a belief that it can achieve a working made its business more resil-
recently as carly November. Yiclds  inflation. Decemberalone. “soft landing” — quelling inflation with- ient at a time when iPhone production
move inversely to prices. Investors’ convictions grew in mid- The biggest bankruptcies of last year out inducing a recession — the need for was disrupted by factory closures and

‘That drastic shift in sentiment has  Decemberwhen Fed policymakersgave  included retailer Rite Aid, helicopter more cuts would typically reflect a supply issues. On each occasion, Apple
fuelled concerns among some strate- ‘greater deterioration in economic con- reclaimed the topspot soonafter.
gists and investors that market pricing ditions. ‘While its old rival is focused on AL
has reachedoverly optimisticterritory. | HIgh-Yield spreads are tighter  US junk bond yilelds remain | Sucha scenario would, in turn, poten- Apple is hoping the launch of its new

Companics must still contend with 11N aufumn levels, even after  well below levels 2 months ago tially cause further pain for lowly rated Vision Pro headsct next month will
funding costs much higher than they 2N @arly January widening ICE BofA US high-yield index (yield %) US companies with already weak cash usher in a new era of “spatial comput-
‘were just two years ago, the lingering for ICE BofA 10 “Themarket Bows: ing” that relies on rich 3D graphics and
possibilty of an sconomic downturn  US high yield ndex (percentage points> . " “Ido think that markets are compla- new kinds of hand gestures to make
that hurts sales and profits, and rising 60 o istrading cent” said Slok, “because the other two interaction more naturaland intuitive.
‘wage costs. s asifzero scenarios — either a hard landing or no Despite hints that Apple is developing

“The marketis tradingas if zerointer- &0 i landing [no downturn in the ecoromy] the same kind of large language models
est rates have come back — and they 5 interest —arestillnotunlikely” Our global that power the latest Al chatbots to run
have not.” said Torsten Slok, chiefecon- iR He added: “The [central bank] would feamgivesyou | onits own devices, the runaway success
omist at investment firm Apollo. &0 s ot cut si 9 of ChatGPT and the industry-wide

The so-called spread, or premium, comeback  slowingquite sharply.If the Fed is e o upwith ithasbuoyed
over Treasury notes paid by junkrated | - 30 - r5  _andthe ting six times . . . what are fundamen- 24 hours aday demand for Microsoft’s cloud services —
borrowers to issue new debt has 2022 23 2 2022 23 24 €Y tals going to look like? What are carn- aswell as the Nvidia

fallen since November 1 from 447 _Seuree: CE DafaSrvees e e e have not ings going to look like?” neededtocreate such tools.

Commodities

European gas prices cool as vast reserves spur traders to shrug off cold snap

SHOTARO TANI full-scale i mvnsmn of Ukraine beganto  stocks, the region has found itself i ina below normal levels, which coupled  gas season — at around 50-55 per cent
r— R ipeli lieson whichthe  co position for with healthy LNG and pipeline supply,  full. _
¢ ! blochad winters. ‘means storage reserves are way above  That total is comparable to record-
to their lowest levels since August as prog e N = LD o " <
traders bet the continent’s vast B . ks L= norma Ep] 5 .
willsee it theough the wintey,  10EcS0f 22510 sce it trough winers, s of Monday, according to industry  ycar in a row?” said Tom Marace- _ Europetypically uscs the six months
Teserves . ki fits ji body Gas Europe, the  Manser, head of gasanalytics at consul-  from the start of April to restock sup-

even as the region is engulfed in a cold
snap.
The TTF hit a fi

‘Ukraine.
Inspite of continued warnings by the

Energy Agcncy Lhat

low in Amsterdam in early January as
investors grow increasingly confident
the EU’s gas stores will cover the bloc
through to warmer weather in spring
and beyond.

The benchmark, traded on the Inter-
continental Exchange, fell as much as
2.5 per cent to €30.15 megawatt hour
yesterday, defying the wintry condi-
tions that have swept across the region

isweek.

It also remains significantly lower
than the same time last year whenit was
tradingatabout €70/muwh.

“It wouldn't be such abold statement
to say the winter is over in the gas mar-
ket because the storages are sofull? one
gastrader said.

Another trader said that some have
already started shifting their attention.
tothe next winter.

Storage levels for Europe have

second-highest level for this time
since at least 2011 when data is availa-
ble.

1CIS.

The high levels are down to the mild
winter weather so far while extensive
imports of liquefied natural gas last
summer also helped refill the EU’s stor-
ages at an unprecedented pace..

EU countries imported close to
100mn tonnes of LNG in 2023, a rise of
5 per cent from a record high 2022,

ingto data provider Kpler.

“Not only does that help de risk any
supply or demand shocks for the
remainder of winter but also means
there will be less additional demand to
refill those tanks during the upcoming
summer;” Marzec Manser said.

Moreover, the cold snap across
Europe is not expected to last for a
lengthy period with “most of mainland
Europe trending warmer than normal
next week”, according to US weather
data company DTN.

If Europe does not see extreme cold
weather for the rest of the winter, gas
traders said EU storages could finish
March — seen asthe end of the winter

plies. In the five years to 2023, the EU
started offthe refilling season with stor-
age tanks about 41 per cent full on aver-

age.
The European Commission has a tar-
getof 45 per cent-full storage on average

2017 and 2021, figures from ICIS
showed. Even so, some traders worry
that the market could be getting com-
placent.

“There is always a but,” said Marco
Saalfrank, head of continental Europe
‘merchant trading at energy group Axpo.
“If February and March turn out to be
‘much colder than expected, it could still
bethat weareendingupatalevel lower”
than the average between 2019 and
2023, hesaid.

With the from Rus-

‘Tt wouldn't be bold to
say the winter is over in
the gas market because
the storages are so full

across the bloc by February 12024 but
said member states should “strive to
reach” 55 per cent.

However, natural gas prices still
remain clevated compared with pre-
Ukraine invasion price levels while
demand from high users such as manu-

sia sharply curtailed, the EU and UK
now rely heavily onimportcd LNG from
countries such as the US for their natu-

ralgas.

The EUs ability to withstand draw-
downs over coming winters will depend
on whether it can secure enough LNG
during the summer months in the mar-
ket as countries compete for supplies

“Europe has lost ts flexible supplics
of gas like the domestic production in
Groningen and Russian pipeline gas,”
Saalfrank said.

“will react faster

facturers is slowing eco-
nomicoutput.
Industrial gas demandin 12 European

countries, including the UK, was
235 per centbelow the average between

and in a stronger way than in the past”
dueto the loss of those flexible supplies
and the need to attract LNG cargoes to
Europe, he added.
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The day in the markets

What you need to kn

& Hofter than expected US inflation
‘weighs on Wall Street and Europe stocks
» Asian equities make gains before the
release of prices data

»Crude ol prices pushed higher by
tension in Middle East waterways

S and European stocks fell yesterday
after data showed inflation was hotter
than expected for December in the
largest economy.

‘Wall Street’s benchmark S&P 500 was
down 07 per cent in early afternoon
‘trading in New York, pulled lower by
steep declines for utilties and financials.

The technology-heavy Nasdag
Composite dropped 09 per cent.

Across the Atlantic, the region-wide
Stoxx Europe 600 fell 0.8 per cent while
‘'the sector-specific Stoxx 600 Banks
index dropped 19 per cent, led lower by a
4.6 per cent refreat by Barclays.

Paris's CAC 40 slipped 05 per cent,
Frankfurt's Xetra Dax fell 09 per cent, and
LLondon’s FTSE 100 dropped 1per cent.

“Investors are gefting nervous on bank
stocks,” said Emmanuel Cau, Barclays'
head of European equity sirafegy.

is comes after a rally, fuelled by
rising expectations of imminent interest
rae cuts, that has pushed the Stoxx
600 Banks index fo its highest level
since 2018,

Concerns are also rising ahead of
fourth-quarter earnings results, said Cau,
“with some analysts warning about a
challenging quarter”.

e

‘ European bank stocks decline sharply ‘

Stoxx 600 Banks index (points)

[/
¥

Source: Boomberg

cent in the year to December compared
wum 31 per cent in November.

Hong Kong's Hang Seng index added
L‘! per cent, chin;fs Cs1 300 index of

fm)d and energy costs, fell sllghﬁy — hul
less than expected — 1039 per cent in
December from 4 per cent in November.
Us Treasuries whipsawed following the
release of the data.
Yields on rat itive 2-year

h: Shenzhen stocks gained
0.6 per cent and Tokyo's Topix cllmbed
1.6 per cent.
News that Iran had seized a tanker off
the coast of Oman, escalating fears of
further atracks i the Middle East's

The Fed decision
that traders must
really think about

Karen Petrou

Markets Insight

ne big market event for

To prevent this double-whammy,

count window’s 5.5 per cent. Banks that

carly 2024 will comewhen  plentiful BTFP funding comes cheap  borrow from the BTFPand place funds
US Federal vemakes witha based  right back at the Fed as reserves each
a decision on whether to  on par — not mark-to-market — valua-  earn a 0.51 percentage point spread on
close its latest. i iti i risk-
liguidity faciity on March1Lasasenior  Thisfaclty poses many policy chal free marginat.a time when depositors
Fedofficial recently signalled thatitwas  lenges, not whythe

likely todo.

Called the Bank Term Funding Pro-
gram, the facility’s name conveys the
usual blandness with which the Fed
likes to brand the trillions it throws into
the financial system.

But the BTFP is anything but dull.
Without t, all but the biggest US banks
could find it cven tougher toraise profit-
ability this year; with it, they'll find it
still harder to lend into what the Fed,
President Joe Biden and pretty much
everyone clse hope will be a robust

recovery.
The BTFP s just the latestof the many
rescue facilities dm the Fed bmught

Treasuries slipped 4 basis points to
452 per cent while those on benchmark

‘waterways
helped pushed ml higher.
Global benchmark Brent crude rose

10-year 11 per cent to $77.72 per barrel while West
after data from the US Bureau of Labor ‘they began the day. Texas Intermediate, the US equivalent,
Statistics showed headllne inflation Asian equities, which had closed before  rose 13 per cent 0 $72.28 per barrel.
ticked up fo of 34per | the inflati rose. Stephanie Stacey
Markets update
- =1 ] |

us Eurozone Japan UK China Brazil
Level 474305 1867.82 3504986 757659 2886.65 130320.18
% change on day -0.84 -076 177 -0.98 031 -0.40
Level 102181 1095 145.960 1271 7.160 4877
% change on day 0177 -0182 0237 -0.235 -0159 -0.287

Yield 4035

Basispoinf changeonday 1890

Level 474,09 7871 7361 202680 2297 362820
% change on day -058 249 286 -040 -069 00

Main equity markets

S&P500 Index Eurofirst 300 Index FTSE 100 Index
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Biggest movers
% us Eurozone Uk
Valero Energy 186  Coloplast 263 Rentokil Initial 147
& MaathonPetroleum 176 HeinekenHolding 158 Diageo 100
S
Netflix 156  Pemod Ricard 148 Anglo American 091
o AES 513 Deutsche Bank 402 Barclays -4.63
g ETSY 451 Rwe 334 Rolls-royce Holdings 395
e
Crypto

Stablecoin operator Cirdle files for [IPO
amid renewed hopes for digital assets

NIKOU ASGARI AND SCOTT CHIPOLINA

Circle Internet Financial, operator of
the USDC stablecoin, has confidentially
filedtolist mtheUS adayz[unquh—
tors fuclled opt

market by approving o hm ey
‘market funds for bitcoin.

The company said yesterday that it had
filed paperwork with the Securities and

this space that will go public,” said
Andrew Bond, senior research analyst
at Rosenblatt Securities, after the ETFs
were approved.

Circle’s filing also comes as bankers
and executives are hoping that market.
conditions for newly listed businesses
will improve aftera difficult two years.

Companies including clothing brand
Arc’teryx owner Amer Sports, health-

Exchange Ce for a potential

initial public offering, its second ¢ E

sticmptat s iting afterditehing plans There ll_be§lotmom

togo publicjustoverayearago. companies in this space
Its revived attempt comes inawater- o ¢ wil| 2 public'

shed week for digital assets after the SEC
on Wednesday approved the launch of
11 spot bitcoin exchange traded funds,
run by large asset managers such as
BlackRock, Fidelity and Invesco.

Andrew Bond. Rosenblatc

chief executive Bob Diamond after the
SEC did not ratify the deal before a
deadline.

Circle’s USDC is the world’s second-
biggest stablecoin behind Tether, with

designed to track the price of state-
backed currencies such as the US dollar
and playa big ol in crypto markets by
enabling traders to move quickly and
smoothly between different coins.

However, Circle’s global market share
fell sharply last year after it revealed
that in March it had held roughly $3bn
in the now-collapsed Silicon Valley
Bank.

The admission prompted the USDC

mts and d.\mru; dﬂm Panera ]IRV’C ﬁ]n‘l

bitcoin

ETFsasanewera for crypto with tradi-
tional money abletobuy

and sell regulated stock market funds.

that invest dircctly in bitcoin rather

thanholdingthetoken themsclves.
“There'll be a lot more companies in

stablecoin to depeg from
the USdollar, tradingas low as 88 cents.
Circle did not disclose the number of

LImM.h:US FederalReservewillsteadily — shares that it planned tolst or its pro-
year. poscd price range and said the listing

bm in December 2022 ditched a $9bn
merger with a special purpose acquisi-
tion company led by former Barclays

Circle but did not disclose details.

forth

programme as Silicon Valley Bank
e o e
other regional lenders experienced sud-
den deposit outflows for which many

Fedand other banking agencies allowed
s0 many banks to be so fragile under
suchapredictable stress scenario.

This will be debated for months, if not
years, but a critical market question
needs to be answered now: what hap-
pens to banks facing significant profit
squeezesifthe central

It is no wonder that, as of January 3,
the BTFP’s outstanding loans stood at a
record $141.2bn butall thisbank money
parked at the Fed is bank money out of
the US economy. Will the Fed continue
toindulgethebanksafter March 117
Michael Barr, the Fed’s vice-chair for

BTFP as it seems set to do? And, what.

‘What happens to banks
facing significant profit
squeezes if the central
bank shutters the BTFP?

then befalls the recovery? Although it
was created under the Fed’s “exigent
and urgent” circumstances required of

il he BTFP,

has
it was unlikely — saying this week it

“really was established as anemergency
programme’.

An extension would also require
approval from the US Treasury.

What then? The easy arbitrage profits
will be cut, reducing capacity to lend.
‘Many banks willstillbe sitting on unre-
alised losses on investment portfolios, a
point of vulnerability in any rencwed
crisis.

The Fed didn't want to throw regional
banksa proi lelne, As Bt sugsests,

Ippo!

it

Facing systemic-scale runs, the Fed, ~ the n is no longer a el
the Treasury and the  systemic-risklifcli bank crisis with systemic and macr-
Federal Deposit Insurance Corporation  Instead, it’s an arbi i
backed uninsured deposi failed thatgi But if the Fed has to subsidise
banksand, by tofollow.  the di f last of banks, that scems

This systemic-risk designation back- i the Fed ted  both
ing uninsured deposits was designed to  tops in1913. As with so much of what the Fed has
comfort depositors but evena bitofa  TheFed the BTFP had pro-
run might stll have been fatal for any  ready themsclves for discount window  found unintended consequences for
bank with Tosses in its whatever foni
securities portfolio. stigma it may still convey. But itis  The Fed is right to want to close the

The BTFP unlikely issensi-  window but fingers will be slammed

e b T e
to liguidate its securities but docsalt

tivetopicas longas the BTFPis open.
That is because the BIFP charges

undercapitalised.

— 4.89 per centas
of January 10 — compared with the dis-

when itdoes.

Karen Petrou is managing partner of
Federal Financial Analytics
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Crackpot tale with a conventional streak

‘This week’s film releases
reviewed by Danny Leigh
and Jonathan Romney

here was a time you knew
the kind of film that com-
peted for Oscars. It would
bealittle carnestand, in the
end, nutritiously uplifting.
It was also reliably free of kinky sex,
bizarre surgeries, loud masturbation or
shots of human brains sliced like pété.
‘Wenow live inadifferent world.

And se Poor Things, the cnergy-
intensive new movie from Yorgos Lan-
thimos (The Favourite), can vie for
awards while appearingto be an expen-
sive take on what older readers might
once have called a cult movie. Your eyes
will pop, which is better than them clos-
ing, in the course of an oddball history
lesson, centred on a star turn from

Stone.

Her character is Bella Baxter. Why is
Bella poor? Mostly because she’s dead.
Or was until recently. By the time we
join the story in the late 19th century,
she once again brims with vitality. The
film teases us with the details, before
revealing that she was formerly a
corpse, now returned to life with the
brainofa foetus. (That old chestnut.)

The doctor responsible is Godwin
Baxter: God for short, of course. The old
‘man is seemingly victim of past experi-
ments himself, and played by Willem
Dafoe under a mask of scars. But a
‘whimsical domestic routine still stum-
bles into view between this de facto
fatherand daughter.

Outside, Lanthimos relocates the
original story by the late novelist Alas-
dair Gray from Glasgow to London. It
feels a strange call given the backdropis
a fantasy Victoriana-land anyway. Per-
haps the accents are easier, though
Dafoe doesa decent brogue scolding the
wilful Bella, a Mary Shelley superhero
still mentallyin her early years. Fornow.

No hugging, no learning, went the
famous maxim of TV’s Seinfeld. For
Bella, plenty of both lies ahead, if by

Top: Emma Stone
and Mark Ruffalo

in ‘Poor Things’.
Above: rowing drama
“The Boys in the Boat’

hugging we mean the sex life she ages
into, which comes to underpin the story.
Principally, the other party is Duncan
‘Wedderburn (Mark Ruffalo), a shallow
cad Bella finds irresistible. He proves a

one-man crash-course in the waysof the
world. The movie may also have a little
incommon with him: it is certainly just
asimpressed with itself.

Still, Poor Things has much to be
pleased about. Once Bella leaves Eng-
land for adventure overseas, the movie
shifts from silvery black-and-white to
ultra-vivid colour. On both sides, bright
flashes of wit light up the film, whose
strutting confidence can be a blast.

o
A
latter co-wrote it with Joe Murtagh and
Rob Hayes. The hub of the action is an
embattled housing estate that, seen
from afar, resembles a Lego recreation
of a maximum-security prison, and
where morale-boosting radio broad-
casts come from DJ Lord Kitchener,
played by former footballer and TV star
Ian Wright. Known as “The Kitchen”,
this is the hume of iunera] worker [zl
(K

Amid the bedlam, Dafoe gives God a
touching soul. The rest of the cast do
well i dacity.

has his heart set on fancier upmarket
accommodation.
When irlfriend dies, Iz reluc-

As Stone and Ruffalo perform 2 mad,

':ﬂlﬂytakcﬁ her ktlmgesun Benji under

broken-doll jig on a lavish hip,
you may find yourself clapping along
ke an excited toddler.

Yet like that toddler, you may also
grow fractious, and finally sleepy. I did
anyway. Bella is a wonderful creation.
Even in adulthood, though, she brings
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you're watching someone’s very tal-
ented child stealing the school play. And

wing. new-
ey e o]
to hang out with therather livelier rebel
crew headed by activist-bandit Staples
(HopeTkpokuJr).

The Kitchen brings a lo-fi touch of
Blade Runner street futurism toa black
British dramatic landscape with hard-
bitten echoes of TV Top Boy (of which
both Ikpoku and Robinson, aka grime

Poor Things
‘'Yorgos Lanthimos
Akl

The Boys in the Boat
George Clooney
ok

The Kitchen
Kibwe Tavares & Danlel Kaluuya
Hook A

The Disappearance of Shere
Nicole Newnham
FkkKlr

In the 1970s, American researcher
Shere Hite sent out a questionnaire on
women's sexuality; the results, pub-
lished as The Hite Report, created a
sensation. Hite became a feminist hero-
ineand a massive media star for pulling
the veil of silence from the words
“orgasm” and “clitoris’, then widely
banned in US media. Her Report
remains the 30th bestselling book of all
time. Sowhy, asks a new documentary,
has Hite —who died in 2020 — been all
but forgotten?

The Disappearance of Shere Hite
portrays an elusive, guarded figure, but
one of intense tenacity and commit-
ment, nottosay dazzling charisma, Hite
created an arresting image for herself,
part Pre Raphaelite, part 1940s femme
fatale. As an impoverished PhD student,
she worked as a model, appearing in
photos and posing for paintings on
paperback covers, and seems know-
ingly, long before Madonna, to have
played with sexually objectifying
images (she was the original for both
women on the poster of the 1971 Bond
film Diamonds Are Forever).

Bright flashes of wit light
up Yorgos Lanthimos’s
‘Poor Things, a film
whose strutting
confidence can be a blast

The film highlights Hite’s work as a
collective effort, emerging from the

if Gray’s novel hums with provecative starKano, areveterans). community spirit of 1960s/70s US femi-
ideas, Lanthimos issmart butskindeep.  The visuals are sharp, with ncon  nism. It also shows how her later books
Like splashes of reality in the  alarmed America with their revelations
feel ik d agethat i il ofmale and women's dis-

thinks itsclf above costume dramas.

actually, decp down, forall the scal-

pels and self-pleasure, a rather standard

dosc of Hollywood feelgood. See you at
Oscars. DL

InUK cinemasnow

Some true stories turned into films
arriveso loaded with thrills and gravity,
you wonder how they haven't become a
‘movie before. Others spend their run-
ningtime proving exactly why not. And
then there is George Clooney’s The Boys
Inthe Boat, a film that feelslike the lat-
ter, despite being the former.

‘The subject is the University of Wash-
ington rowing team of 1936, who com-
peted for the US in the Berlin Olympics,

iar locations, ln(ludmg the Barbican.
There are alsobustling action sequences
— aroller disco, a bike rally, face-offs
with invading police. But the rules for
The Kitchen’s cold corporate future
aren't entirely clear — least ofall, a curi-
ous method for recycling the low-
income dead asgreenhouse plants.
Tavares trained as an architect, and
the film offers a convincing VFX-
enhanced vision of dystopian urban-
ism. But it’s narratively thin, and the
mood is often inert, with too many
scenes devoted to a terse, cautious
bonding between Bannerman and
the solemn Robinson. The Kitchen
convinces as downbeat futurism, but
as drama, it only occasionally rises
i R

lining up against G in front of
Hitler. You may rightly feel hooked
already. But the grip of the filmmakers
is so uncertain that you come to doubt if
there is drama enough even toreach the
finishline.

That shouldn’t be a question. At the
centre of the film is a classic David and
Goliath with the heft of real history.
With the Depression still haunting
America, the “U-Dub” team we see
assembled two years before Berlin is
filled with hard-up freshmen, none
more so than Joe Rantz (Callum
Turner), a lone-wolf kidstuck haunting
soupkitchens.

For coach Al Ulbrickson (Joel Edger-
ton) meanwhile, his whole sporting life
has been spent in the shadow of the Ivy
League. Now, though, he pioncers a
primitive form of sports science: hisgoal
to make eight human bodies mimic a
racehorse, onwater.

So then: a crackle of class friction;
characters pushed to their limits and
beyond; a solid performance from Edg-
erton; a still better one from Turner. All
tothe good. Yet the stakes feel bafflingly
low. As often happens when Clooney
steps behind the camera, the movie is
clearly keento be seen asgrown-up. (Set
the Alexandre Desplat score torousing.)

But compared to the exertion on
screen, the result can just feel stuffy.
You want it either to go bigger or
smaller, explode into the epic or draw
you into close-up. Instead, the film
stands at a polite distance and proceeds
at the same unvarying pace. You leave
wondering whether Clooney would
know a real underdog if one took a nip
outofhis ankle. DL
InUS and UK cinemas now

The Kitchen is set in a London that
could be either a parallel vision of the
city we know, or a foretaste of a chilly
tomorrow justaround the corner. It co-
directed by Kibwe Tavares and transat-
Iantic star Daniel Kaluuya (Get Out); the

In UK cinemas nowand on Netflicfrom
January 19

satisfaction, causing her to be demon-
ised, accused of conspiring to make het-
erosexual men obsolete; footage of her
being monstered on US TV is quite

T

Nicole Newnham, who co-directed
2020 disability doc Crip Camp, has col-
lated a broad range of archive footage,
selections from the writings (read by
Dakota Johnson, perfectly capturing
Hite’s silky monotone) and interviews
with colleagues, friends, partners and,
most improbably, Kiss singer and bass-
ist Gene Simmons, a former neighbour.
This is a fascinating and ultimately
alarming documentary, which suggests
— after the overturning of Roe vs Wade
— that Hite’s battles for women’s bodily
autonomy are now to be fought all over

In UK cinemas now

Left: ‘The
Disappearance
of Shere Hite'
documents
the life of the
pioneering sex
researcher.
Below: Hope
Tkpoku Jr,
centre, in
dystopian
drama ‘The
Kitchen®
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FT BIG READ. ARTIFICIAL INTELLIGENCE

Advances in technology mean it is cheaper and easier than ever to manipulate media, leading experts
to fear 2024 could be the year a viral, undetectable deepfake has a catastrophic impact on an election.

By Hannah Murphy

The rising Al threat to democracy

wo days before the Slova-
kian election in September,
a mysterious recording
went viral on social media.
Init, liberal opposition can-
didate Michal Simecka could appar-
ently be heard plotting with a journalist.
tobuy votesand rig the result.

“It will be done ina way that nobody
can accuse you of taking bribes,”
Simedka purportedly says on the audio,
according to a transcript of the conver-
sation that also circulated at the time.
“Be careful, there are many people
around, don’t use the B word,” the jour-
nalistreplies.

The most explosive thing about the
recording was that it was fake — a
sophisticated hoax created by artificial
intelligence, said fact-checkers, citing
indicators suchasunnatural diction and
atypical pauses.

'However, the recording was shared by
thousandsofvoters duringthe country's
‘moratorium on reporting on the elec-
tion, making it harder for Simecka’s
allies or the media todebunk it as fake.

Simetka, who topped the exit polls,
denounced the recording as “colossal,
obvious stupidity” and the Slovakian
police issued a warning to voters to be
cautious online of nefarious actors with
“vested interests”. But Simecka went on.
1o lose in the vote to his populist, pro-
Russiarival Robert Fico.

The perpetrators remain unknown
and the precise impact on the resultis
impossible to gauge — but the episode
foreshadowed a new dawn for informa-
tion warfare and agargantuan challenge
for Silicon Valley’s social media plat-
forms ahead of a historic year of elec-
tions. An estimated 2bn people, or
around half of the world’s adult popula-
tion, are expected to head to the pollsin
2024, including in the US, the EU, India.
and the UK.

Online has been a

factor in elections for many years. But.
recent, rapid advancesin Al technology
mean that it is cheaper and easier Lhan
ever to manipulate me
brisk new marketufpawerf\l.lwa]x s\ldl
as OpenAl's ChatGPT, Al art start-up
Midjourney or other text, audio and
video generators. At the same time,
manipulated or synthetic media is
becoming increasingly hard tospot.
Already, realistic decpfakes have
become a new front in the di

and synthetic
media are
poised to muddy
the waters in
electoral
processes
already hit by
dwindling public
trustin
governments
and institutions

billi

that the had halted its
information sharing with the platform,
despite such collaborations previously
‘helpingthe company identify “sophisti-
cated threatactors™.

AT

ously i ies, shadowy pub-
lic relations and private sector intelli-
gence groups, or governments them-
selves. Some to experiment with
mdlmcmxry deephhng techniques,
igital renderings of ficti-

tools and less robust prevention meas-
‘ures means that what experts describe
as the disinformation doomsday sce-
nario—that a viral undetectable decp-

tious faces.

In Tesponse, Google, Meta, TikTok
and X introduced rules prohibiting co-
ordinated covert influence operations
and ion about voting and

tion landscape around the Israel-Hamas.
and Russia-Ukraine conflicts. Now, they
are poised to muddy the waters in elec-
toral processes already tarnished by
dwindling public trust in governments,
institutions and democracy, together
with sweeping illiberalism and political
polarisation.

“The technologies reached this per-
fect trifecta of realism, efficiency and
accessibility,” says Henry Ajder, an
experton Al and deepfakes and adviser
to Adobe, Meta and EY. “Concerns
about the electoral impact were over-
blown until this year. And then things
happened at a speedwhich T don't think
anyone wasanticipating”

Authorities are already issuing warn-
ings. In the UK in November, GCHQ
raised the prospect of “Alcreated
hyper-realistic bots” and advanced
deepfake campaigns ahead of the coun-
try’s election. A bipartisan group of US.
senators recently proposed legislation
to ban “materially deceptive Al-gener-
ated” content in political advertisi

Social media platforms including
Meta, Googles YouTube, TikTok and X
now face pressure to introduce guard-
rails around deepfakes, curb nefarious
actors and ensure they make the correct
moderation calls when it comes to
‘highly ambiguous media, while simulta-
‘neously remaining non-partisan.

“Yet many are less equipped to do so
than in previous big elections, experts
warn. Some, including Meta, trimmed
their investment in teams dedicated to
‘maintaining safe elections after the tech.
stock downturn in early 2023. In the
case of Elon Musk’s X, content modera-
tion resources have been cut back dras-
tically as he vows to restore what he
dubs free speechabsolutism.

The efforts of the US-based tech
groups to invest in fact-checking and
tackling misinformation have also
become politicised, as rightwing US pol-
iticians accuse them of colluding with
the government and academics to cen-
sOr conservative views.

‘Multiple left-leaning disinformation
experts and academics warn this
dynamic is forcing the platforms, uni-
versities and government agencies to.
pull away from election integrity initia-

tivesand for fear

Dresretme.

‘There'san
autocratic
advantage
toattack
theidea
that there’s
sucha
thing as
objective
truth’

fake will havea on
the democratic process — s no longer
merely

L ik that the-compination of the

chaos that the generative AI tools will
enable and the drawback of the pro-
grammes that the platforms had in
‘place to ensure election integrity is this
‘unfolding disaster in front of our eyes,”
says the head of one digital research

voter suppression. Google bans doc-
tored media related to politics and
social issucs, while Meta has banned
‘manipulated content that is designed to
mislcad and allows its fact-checkers to
flag if media is “altered”, making it less
prominentin users’feeds.

But the advent of generative AT —
powerful multi-modal models that can
blend text, image, audio anrl video —

non-profit. “I'm extremely concerned
ictimwill b itself?

potential
for deepfakes, putting the ab]llly to
inci ia at scale withi

hereach

public in the

wake of Donald Trump’s
win in the 2016 US presi-
dentialelection.

U officials later found evidence of co-
ordinated online efforts by Russia to
influence the vote, whereby tech savvy
students were hired toa St Petersburg-
based “troll farm” called the Internet
Research Agency.

While the campaign went almost
entirely unnoticed by the social media
platforms, the Russian tactics at the
time were crude. IRA staff set up clus-
ters of fake accounts and pages and
‘bought ising i bles. Fals

Lo:

Angeles-based HeyGen and London-
based Synthesia, typically catering to
industries such as film and advertising,
allow customers to create video clips
fronted by Alavatarsfora little over $20
a month, in a fast-growing market
already worth around half a billion dol-
larsin2022.

“2023 has really been the primer for
what we're going to be seeing [this] year
when we're talking about manipulated
media and Al-powered influence
ops ... be they from individual actors
or maybe nation state

talking about
Tesla's self-driving capabilities might be
a deepfake, as part of a lawsuit over the
death of a man using the system. The
judge said this was not grounds to dis-
‘miss the evidence, callingthe argument.
“decply troubling”.

In the political sphere, candidates
now have the “ability to dismiss a dam-
aging picce of audio or video” says Bret
Schafer, a propaganda expert at the Alli-
ance for Securing Democracy, part of
the German Marshall Fund think-tank.
The concept, known as the “liar’s divi-
dend”, was first outlined ina 2018 aca-
demic paper arguing that “decpfakes
‘makeit easier for liars to aveid account-
ability for things thatarein fact true”.

Research also shows that the very
existence of deepfakes deepens mis-
trust in everything online. In politics,
“there’s an autocratic advantage to
attacking the idea that there’s such a
thingas objective truth’, Schafer says.

“You can get people to the point of,
“Voting doesn’t matter. Everybody’s
Iyingto us. This is all being staged. We
can’t control any outcomes here. That
Ieads to a significant decline and civic
engagement.”

ocial media companies are

attempting to create guard-
railsforthiskind of activity.

Both Meta and Google

recently announced policies

uiring campaigns to disclose if their

palmcal adverts have been digitally

altered. TikTok requires that synthetic

ays Brian Liston, i )

sonas attacked Trump or
‘his ival Democratic candidate Hillary
Clinton via vulgar memes; others
sought to stir up division around topics
such as racial tensions, immigration or
gun rights, often in broken English.

By 2020, social media disinformation
campaigns had operated in more than
80 countries, according to the Oxford
Internet Institute — vari-

cyber
Dtepfakg audio of UK upposmnn

tic scenes must be clearly disclosed
through a sticker, label or caption. It
bans synthetic media that harms the

Ieader Keir Starmer

circulated on thefirst day of the Labour
party conference in October. Google’s
YouTube last year suspended several
accounts in Venezucla showing videos
of fake news anchors reading out disin-
formation that cast President Nicolds

imeina positive light

likeness of real pr apub-
Tic figure if it's used for endorsements,
suchasscams.

X, meanwhile, saysit will cither label
or remove deceptive manipulated
‘media where it causes harm, including
causing confusion around political sta-
bility. of media

| Al-generated misinformation is seen as one of
the biggest risks of 2024

Perceived fop 10 risks on a global scale (% of respondents™)
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Motives for campaigns vary. Some are
designed to sway opinion. Others, as is
common in the latest Russian cam-

from being posted and shared is becom-
ing more difficult, even for companies
Tike TIKTok and Meta that have nvested

paigns, seek to trust in
democracy as part of broader, more
strategic geopolitical objectives. Then
there are those that are merely trying to
generate engagement and profit,
advertising clicks, for example.
There are also secondary effects.Just

Speerl:nd real-time responseis key. If
confidence in the veracity of a viral nar-
rative is shaky, and platforms are slow
torespond, this leaves a dangerous cpis-
temicvacuum, Ajder says, “for bad faith
actors andless scrupulous media— par-

ticularly

by levelling the term at narratives they

fill that- umvnthmnﬁmahnn.
But where academic researchers and

awamn:ss nf deepfakes be wlclded to

teams had i
focused on detecting discrepancics in

ality.

Already, crying deepfake is a tactic
deployed by legal teams in defence of
their clients. Last year, lawyers for Musk
suggested that a YouTube video of the

a Stanford research manager, they are
now starting again from scratch with
much of the latest generative Al tech-
nology. “The techniques for detecting

‘B

“Your
regulation
isonly as
goodas
your ability
to enforce
it.Itsa
question
whether
these
policies are
actually
going to
make a
huge
difference’

fake faces are not relevant to newer dif-
fusionmodel creations.” she says.

In earlier examples of generated
fakes, facial features were “aligned
within a grid”, DiResta says, and anoma-
lies were easier to spot. Today’s human
deepfakes can bein any pose, and move
seemingly naturally. “There is a con-
stant adversarial dynamic where the
tech gets better before the detection
tech. It's the ‘red queen problem’ — we.
run as fast as we can to stay in the same
place”

Experts agree that existing detection
tools are generally not accurate enough
to act as a reliable and definitive safe-
guard. In addition, platforms must con-
tinue to fine-tune policies on how to
then treat those deepfakes if they are
detected. “Do you take that stuff down?
Do you label it? Do you reduce the
reach?” says Katie Harbath, global
affairs officer at Duco Experts and a
former Meta public policy director.

She notes that platforms will need
nuances in their policies to distinguish
between the many benign uses of AL
such as a campaign wanting to use it to
generate a particular background for an
advert, and the nefarious ones.

Beyond detection, many platforms
have been exploring using watermark-
ingor other indicators to assign a signa-
ture of authenticity to content before it
is published. Both Google and Meta have
been introducing invisible watermark-
ing for content generated by their own
Altools.

But sceptics note that thisis a work in
progress, and only an effective solution
if widely and consistently adapted.
Meta's global affairs head Nick Clegg has
spoken publicly about the need for com-
mon industry standards, while TikTok
said it was assessing options for a con-
tent provenance coalition.

Experts say disinformation cam-
paigns have shifted to companies that
take alighter approach towards moder-
ation. In particular, X and Telegram is
where “a lot of this stuff or tes now
because [perpetrators] know that the
legacy platforms are putting resources
intothis,” notes Harbath.

said it was “well-equipped to han-
dle” synthetic and manipulated media,
and pointed toits volunteer fact-check-
ing programme, Community Notes. Tel-
‘egram said it was partnering with fact-
checking agencies to add labels to
potentially misleading content and
accurate information via their channels,
adding that it believed the most effec-
tive way to combat misinformation was
by “spreading verified information”.

Even within larger platforms,
resources for tackling disinformation
and election integrity can be stretched
thin or are less of a priority in certain
geographies. This was one of the central
crilicisms levelled at Meta by whistle-

blower Frances Haugen in October
2021. Haugen leaked internal docu-
ments to the media showing that non-
English language speaking countries
had low numbers of moderators, for
example.

“Your regulation is only as good as
your ability to enforce it,” warns Ajder.
“When there’s no meaningful way that
platforms can really reliably detect AL
generated content at scale, and also
‘when there’slots of benign Algenerated
content out there, it's questionable asto
whether these policies . . . are actually
‘goingto make a huge difference”

Some of the platforms remain defiant.
“The defender community across our
society needs toprepare for a larger vol-
ume of synthetic content” in 2024, Meta
wrote in a November report. But it
added that it did not think it would
“upend our industry’s efforts to counter
covertinfluence operations”.

For some, there is a glimmer of hope:
that the authenticity crisis will eventu-
ally come full circle, with voters returm-
ing back to legacy institutions over
social media platforms for their infor-
mation. “If 'm an optimist here, in five
years my hope would be that this actu-
ally draws people back to trusting, cred-
ible, authoritative media,” says Schafer.

But for others, the future appears
bleak if we cannot believe what our eyes
and ears are telling us. Nothing will be
taken at face value; everything interro-
‘gated: democracy more fragile.

“The technology is here to stay and
will get very, very good,” says Nicolas
Miller, machine-learning research sci-
entist at Fraunhofer AISEC. “You will
probably not be able tojust trust media
like audio or video. This will need a par-
adigm shift in our head. Maybe, like
Covid, wejust have tolive with it.”

Additional reporting by Cristina Criddle
inLondon
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The president’s team needs
to show more energy in
addressing voters’ concerns

Donald Trump in most polls. Elections

lace, are ncreasnglyles sbout data

aresupposed tobeabout ™
stupid”, as the old James Carville quip
goes. So what is goingwrong here?

A particular issue is inflation. The
Biden team was slow to realise that

and more about Far
Democrats than Republicans il say,
when polled, that they believe the
cconomy is doing well. This gap has
been increasing since the 1990s, fuelled

By some
estimates, it
«can take up to
a year for
inflation-

Why Biden gets little credit for a strong US economy

will seem less formidable by later this
year, assuming the Gaza war subsides,
inflation falls, the job market remains
robust and a massive advertising cam-
paign pays off. But a lot has to go right
for public sentiment to shift. Things
could still go the other way if there is
further disruption to oil supplies in the
'Middle East, ora bigmarket correction.
Former president Barack Obama
recently criticised the Biden adminis-
tration for runningits re-election cam-
paign out of the White House, rather
taking a more grassroots approach.
Certainly, if it is to combat the highly
effective, ifoften disingenuous, messag-
ing of the Trump campaign, the Biden
team needs to spend more time outside
the Beltway. As well as highlighting the
real perils to US democracy of a Trump
return, it needs to show more energy
inits campaign and vigour and imagin-
ation in how it intends to address ordi-
nary voters’ concerns. The future of not
only the Biden presidency but US lead-
ershipintheworlddependson it.

Opinion Society

Economists are trying to
be less male, pale and stale

e e

Soumaya
Keynes

“

A\

conomists once stood
accused of a “bias against
bias”. Their models offered
neat explanations for a lack
of diversity within their
own ranks. Perhaps women or ethnic
‘minorities were so rare because those

latest data, that isno longer the case.
Admittedly, itis possible women are
still struggling to progress in some
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Include dayfime telephone number and fll address
Corrections: corrections@ft.com

|

The US cconomy has done better than  while Bidenomics may be a success  inno small part by the risc of partisan ~ shocked
anyone would have thought over the  in terms of macrocconomicdata, most  cable news and social media. Indeed,  consumers
past year in terms of cconomic out-  Americans do not fecl that. They notice ~ the administration is convinced that ( ¢oq o
put, labour market resilienceand slow-  double-digit increases in grocery or  social media disinformation about the Fare
inginflation. Indeed, a recent USTreas-  petrol prices over the past few years.  economyisaffectingvoters' sentiment, ~ ©1'SHC 10
ury analysis of IMF data suggests it They simply donot feel better offnow  Biden is facing other impediments, (¢ facc of
has done better than any of its inter- four years ago. including some of his own making, An ~ good data
national peers. A good chunk of this  That is changing, but slowly. While  increasing number of voters, including
is down to the Biden administration’s  wage increases have trailed inflation, in hisown party, believe he is too old for
post-pandemic bailout of consumers,  real carnings are finally beginning to the job at 81, That problem is exacer-

whoh dspending, and the  rise. W . consumer sentiment  batcdby the weakness and lack of politi-

“new supply side” fiscal stimulus that i a trailing indicator and some esti- cal appeal of Kamala Harris as vice-pres-
has gon into supporting construction  males show that it can take uptoaycar ident. The war in Gaza has also hurt
and manufacturing fori cked Biden, raisi k that young Dern-

Yeu e T Lt
interms of voter sentiment. Joe Biden Biden offcials are contin- devasta-
ended 2023 with a 39 per cent job  ued improvement into the second half mm of Gazafqllﬂwmg'.h:(}cmbﬂ7mas
approval rating, according to Gallup  of 2024, making it impossible to deny sacre of sraelis by Hamas, may vote for a
e i) Fth third.party candid I
Democrats has ticked down. He trails itics in the US, as in many ~ TheBiden team expects these hurdles
tfyousre
Tothe FT

ponse fo your complai

How government prowded cover for the Post Office and Fujitsu

subfields (hello, ).
‘where anecdotes suggest an aggressive
culture has proven stickier. And there
is still some leakage in the pipeline to
full professor, the field’s most senior
rank. The share of women among new
PhD students rose dramatically from
2018, butsince 2021 has stalled.

The transition has not been entirely
smooth. I heard fears that stifling
questions meant in some cases
seminar speakers lost out on valuble

it Offi dal finally gains ith the UK, litici: d officials b ink it does not explain why so-called

(T e || c e e e ot independent dircctors failed to hold
alike, questions are quite rightly being | organisations, not least with the Westminster and Whitehall. executives to account over a period of
asked of all of the principal actors, not. | Post Office. This historical : decades or why the couts failed
least Fujitsu (FT View, January 9). Indeed, the procurement process for | explain why successive governments ‘to ask more searching questions of

However, it is important to the system was actually announced by | have continued to provide “cover” both | the Post Office during successive
remember that the genesis of the Peter Lilley at the Conscrvative party | for the Post Office and for Fujitsu, cven. | prosccutions and appeals.
Horizon system lay with International conference in 1995. where that meant condoning (or at ‘Whichever way one looks at it, the
Computers Limited, the national The takeover of ICL by Fujitsu in best ignoring) such an egregious interests and influence of the British.
technology “champion” created by the | 1998 was, o allntents and purposes, | miscarriage o justice. It would stake lic at the very root of this scandal
‘Wilson thelate 1960sas | a peration. certainly explain why, much to the and it is now incumbent on the state to
a counterbalance to the likes of IBM We will probably never know what | astonishment of the public, Fujitsuwill | make whole, where it can, the lives of
and Hewlett-Packard. guarantees and commitments were continue to undertake sensitive and those who have suffered at its hands.

For decades, ICL enjoyed amutually | given at the time to Fujitsu and/or remunerative contracts for public Andrew Mitchell
dependent, if not incestuous, the by British . On pes | London W4, UK
Americans should be more Two bond market stories | Personal insurance — that's
phlegmatic about Trump provide contrarian insights | where I feel inflation’s rise
Itis dangerous to ignore Donald Where the global bond market heads | Never mind the price of oil, utilities or
Trump’s threats but it is not helpful to during 2024 is a key question for other | aretail basket of houschold goods, the
overreact (“Why I still believe in assetclassesas well. inflation in the cost of my personal
America’, Opinion, January 9). That is especially true for US insurance premiums has been

“What if we were to calmly question equities, which are atypically trending | noticeably higher this year than ever
the plausibility of his preposterous in tandem with the “govvies” (US before (“Grocery price inflation drops
statements before we panic, instead of Treasuries) due to the importance of sharply”, Report, January 4).
shrinking from them in horror and interest rate psychology. In the past month my car insurance
T R e e e e “There were two very good, yet el e e e
for extinction? contrarian, insights on this in recent insurance by 33 per cent and private

“When Trump says he will indict his editions of the Financial Times. health insurance by 12 per cent.
political enemies, we should ask First, an FT Weekend news story And no, this isn't because I've been

ourselves how likely it is, thatina

entitled “Fed revives investors’ hopes

making crazy claims. In fact, I haven't

groups preferred other subjects. Or  feedback. I heard from another country with a powerful system of of end to quantitative tightening” made a claim on any of them for at
lesserskills.  senior a concern that laws, where indictments are handed (Report, January 6). That concerned least 10 years.
Regrettable, but nota problem forthe ~ women were btmx added to cullftr— rlmm hyagmnrl jury after hca.rlug W | TRIED RETURNING MY CBE the minutes of the Federal Reserve's Sean O'Connor
professiontofix. 2 courtroom BUT T GoT LaST in' THE FosT * | December 12/13 meeting and the London SWe, UK
Over the past five years, the ground R Uleuexperhse by ajudge, he would be successful at mention of the Fed potentially . i
has shifted. The possibility that dis-  There is worrying evidence of a ordering show trials. Does he plan to iewing i itative tightening” | Energy efficiency in homes
crimination or a hostile environment  backlash, including within the AEA's dismantle the law of the land? Wave a programme. This was perceived by one
might be putting off under-repre- latest climate survey. About a quarter magic wand?1 doubt he could answer China policy, dmngos and observer as a “tailwind for the bond Rishi Sunak understands the first law
sented groups has gone f dentssai felt more the question if you asked him. hawk nesti market”. of holes and the chairman of the British
Organisations from the American discriminated against than they did It is hard to believe Trump has the goshawk nesting seasons However, this is after the very Energy Efficiency Federation (“UK has
Economic Association (AEA) to five years ago. That share was pretty doggedness or self-discipline tobring | Whatever the merits of Charles ive inf drawn from | aproven policy in
Europe’s Centre for Economic Policy ~ consistent across men, women, white down our constitutional framework. I Parton’s China strategy (“In the hawk- the December statement from the private rental sector”, l:mm January
Research have taken on more respon-  and non-white economists. One con- have faith that there are large numbers | dove ornithology of China policy, Federal Open Market Committee, from | 9) should also be told to stop digging.
sibility for fixing the problem. And at  ference, titled *Women in Empirical of unpolled voters who will decide that | consider the drongo”, Opinion, cconomic projections, and from the The FT however continues to dig up
least in the US, five years of good  Microcconomics” (which was techni- Trump is an unreliable choicetolead | December 28), his presentation on Fed chair Jay Powell’s press conference. | and publish excuses for the non-
cally open to men), is facing allega- the country. ornithology s a tle skewed. Drongos Those expecting the Fed toexpand | performance of increased “insulation”
tions of discrimination as part of a Margaret McGirr are not the only birds its balance sheet again at this pointare | in buildings. The evidence against
Some fear that efforts to TitleIX complaint. Greenwich, CT, US young; the doves and hawks he decries | equally likely to be “far out over the retrofitting insulation to existing
. . A further concern is that efforts to dosotoo. If Parton is in any doubt, 1 tips of their skis” as those anticipating | buildings is mounting, both here (see
foster an inclusive culture  fster an inclusive environment could 2007 interview sheds light | suggest he tries walking by agoshawk | a rapid series of rate cuts this year. this report from University of
i rte inadvertently fragment the field. A . B : nest when the nesting sason comes. The article noted one informed Cambridge) and in Germany.
could inadver l‘_m]'\ working paper by Marina Gertsbergof | 011 HAMASS real intentions | SRR, 0 observer saying: “The balance sheet May I remind you and your readers
fragment the field the University of Melbourne found Bronwen Maddox, director and chief | Madison, CT, US remains bloated relative to GDP”. that the tragedy at Grenfell Tower was
that after 2018, junior female academ- executive of the Chatham House think- This isthe case, even f climinating | caused by retrofitting the wrong
intentions appear to have delivered  ics started 0.7 fewer new research tank, last week republished an When Boeing tied hands quantitative tightening would alleviate | insulation.
results —just notalways asintended.  projects per year, most of which wasa interview she conducted in 2007 when | piv o oo hanel supplier some pressure into larger debt Barric Moore
AttheA e dropin withmen. The | she was The Times forcign editor with panelsupp offerings. Architect, Dudley, West Midlands, UK
Antonio last weekend, I asked about  biggest fall was in lch al-Arour, the Hamas lead; Sylvia Pfeifer and Claire Bushey’s Those major auction increases were X .
improvements. In some places an  tenured men andin fields witha lower killed in a drone strike in Lebanon last | insightful piece on Spirit AeroSystems’ | the topic of Tuesday’s FT headline ‘Where's the evidence CEOs
aggressive seminar culture scems to  share of women. week, plight viz-a-viz Bocing misses an article “Deluge of debt feeds fear of b o
have softened, helped by a rule that  Gertsberg’s theory is that men The most striking words from the important point (“Boeing panel backlash in bond markets” (Report, are ditching the PR polish?
speakers should be able to hold forth  retreated into increasingly male net- interview were: “Ourjobisto keepthe | blowout throws the spotlight on January 9). ‘The idea of chief exccutives ditching
foratleast five minutes before inter- ke iveda higher inians radicalised. Most of them supp]lrr Spirit”, Report January 9). The picce ﬂ'pcua]]ylmmd thelarge | the “PR polish” (Work & Carcers,
Tuptions start. M: dcon-  “cost of c " Relatedly, would settle in a moment for peace, f the split from deficits with no plans to January 8) sounds easy and attractive,
ference programmes are rarer these  San Antonio I heard the sugges some deal that will let them get on with Boemg in 2005, Bocing retained the cut them intowhat is an election year | but 'm unconvinced that any of the
days,andTalsoheardof anewgenera-  that men might avoid co-authoring their lives. We need to keep them d:slgan on legacy and future in many countries. ‘examples in your article prove that the
tion of younger economists more with women to maximise their angry.” s. This has meant that That said, each of those factors are polish was ditched.
likely tocall outoffensive remarks. chances of speaking invitations. This i on top of clear words in slnm is not a normal “original more likely tangential influences than T'm also unclear what is meant by
This being a group of cconomists,  What comes next? No one I spoke Hamas’ Arabi pplicrto | the prilnary driver forbond markets | “PR polish”. Does it mean no longer
there was also data on the shift. to thought that economics is now vmnm) charter that unashamedly Boeing — and has been reduced to a and yield tre; worrying about yours or your
Marianne Bertrand of the University perfect. Anusha Chari, chair of the rejectsany soluion ot ending witha | “build o rint” perator, on that The kmm of the mid-1980s stll company’s reputation? Does it mean no
of Chicago presented the results of ~Committee on the Status of Womenin caliphate and calls for jan bondissuance | longer promoting the best of what you
2023 survey of AEA members, sug-  the Economics Profession, says that | Jews. specifications pmmd:rlbylhﬂ r]:tm Dthxt erawas roundly feared. Yetthe | do or defending yourselfagainst
gesting that women werestilllesssat-  department heads should be trained Monday’s Financial Times leader Therefore Spirit takes a poor hand to | sharp weakening of inflation meant attacks?

ics than men. (There was no differ-
ence by race.) More encouragingly,

onhow
b= ey (o A s o
recent Supreme CDurl. ndmglmmmg

two-fifths of all sajd it
hadi

Hasuyum.sd‘mgedwhomysm
economics? Patchy data makes it
tricky to identify trends in the
representation of cthnic minoritics.
But it does seem that over the past five
years, women have become more
common in the field. It used to be

i
ics” lack of socio-economic diversity,
which is higher than in other disci-
plines. In Europe, a climate survey
is in train. (There, the profession
seemed slower to act, but on average
started with more gender diversity.)

article “The tinder box in the Middle
East” (FT View, January 8) ends with

every Boeing negotiation —made

blast at Israel, that no diplomatic
solution is likely to succeed “aslongas
Isracl is bombing and besicging Gaza”.
“Tell me, which diplomatic solution
with Hamas intact, funded by Qatar,
the EU and the UN, will succeed wl|<)|
its key aim remains to
reject and destroy any dlplnmﬂc
peace solution and qu: the population.
from agrecingto

worse by the
Richard Aboulafia, managing director
at Aerodynamic Advisory.

To further darken the picture,
Boeing is by far Spirit’s largest
customer, and as Spirit does not have
the design IP, it can’t commercialise
and/or build out a ucrative after-
market, which over the years has been
acritical piece in any OEM valuation.
Anyway, I'm sure this is something Pat.

that they disproportionately dropped  And the final prize, of course, i that The. unlydmnﬂeu(my diplomatic | Shanahan, Spirit’s chief exccutive,
away from both after dericher. solution is wi than me.

finishing their PhDs and on the Elliot Renton William Davies

path to tenure. But eyeballing the  soumaya.keynes@ft.com London N3, UK Bridport, Dorset, UK

those auctions were readily digested.
That s due to an extended inflation fall
leading to anticipation the “real yield”
for those bonds was actually very
attractive.

As such, whether recent inflation
improvement continues will be the
arbiter of the market decision.

In that regard, the key upcoming
data will probably be more critical than

D:le Vince may not have had any
media training, but he appears to be

quite media savvy. For example, he

now has an edgy photo alongside an

article in the FT praising his

“authenticity”.

Anthony Silverman

Partner, Apella Advisors, London W1, UK

either of those other factors for the Correction

‘bond market trend and its influence on

other asset classes. s Richard Armitageisa former

Alan Rohrbach Republican deputy sccretary of state,
President, Rohr i
Chicago, IL, US rectlystatedinanarticle on January 11.



Eriday 12 January 2026

* FINANCIAL TIMES

Opinion

Here's how to stimulate UK growth: give away power

it

he most powerful thing a
powerful person candoisto
give that power away.
Power should be to pol
cians as money is to philan-

thropists; it is in the act of giving that.

they receive. Nowhere is that truer than.

‘whenit. comesto restoring growth tothe

UK’s geconomy.

growth, the UK's next chancellor needs

toadopt a different approach. Their first.

fiscal trick should be to chop them-

selves, and the institution over which

they preside, in hall.
Thy

requires a singular institutional focus
supported by appropriate fiscal rules.
But that focus has meant policies to
deliver sustained growth have played
second fiddle. The Treasury’s fscal- ﬁ:st

act of Gordon Brown's decade-long
chancellorship came on his first day in
office. That was to cede power for the
selting of monctary policy to the Bank
of England. In giving, he then reccived a
golden decadeoflow inflation and inter-
est rates and sustained econemic
ZrON

Today’s conditions are less propitious,
which is why the next chancellor needs
to follow the Brown playbook but with
greater boldness, distributing more

hiose best able to deh

toplay the role
of magicians, pmdumng rabbits from
fiscal hats. The last

rlahltdgmwth. ‘This pro-growthstrategy

in the UK saw 100 bunnies produced
from asindehatth 1o carlicr, was

oneregional.

said to be empty. Unfortunately, having
spotted the sleight of hand, the Office
for Budget Responsibility (OBR)
revised down their projections for medi-
um-term UK growth.

To restore sustainable cconomic

First, there should be a separation of
the Treasury's finance and economy
ministry functions. The Treasury has
always pursued a fiscal first strategy,
ensuring the nation’s books are bal-
anced over the medium term to avoid
funding crises. This is a crucial role and

strategy h: pe:

little attention to growth and too hﬂ.k
sustained public mvtstmem in the
infrastructure and social capital needed
tosupportit.

There should be a
separation of the Treasury’s
finance and economy
ministry functions

"To break this cycle, growth should be
given equal billing with fiscal sustaina-
bility as a policy objective. That can be
achieved by creating a new economy
ministry with an explicit growth mis-
sion. And to ensure growth is balanced
geographically, this new economy min-
istry should be based at the Treasury’s
new campus in Darlington.

hift the Uks growth

focus away from the Treasury ran
aground politically, which tells us that
no growth plan can survive without
buy-in from both the first lord of the
Treasury (the prime minister) and the
Treasury itself. Responsibility for the
UK’s national growth mission should sit,
statutorily, with a tripartite body com-
prising the prime minister, chancellor
and economy minister. The PM would
have the casting vote in the event of a
trade-off, or stand-off, arising between
fiscaland growth objectives.

To give this body the support it would
need to design and deliver a growth
plan, a high-powered secretariat of
independent experts should be created,
modelled on the US Council of Eco-
nomic Advisors. This would mean that
analytical, as well as policy decision-
'making, powers were no longer cen
isedinthe’

The stmnd cnmplemcm.ary act of

full-

ily centralised starting point that again
‘makes Britain an international outlier.
Toharvest the full fruits of local growth,
power-sharing needsto be far bolder.

That means redrawing the terms of
existing devolution deals for Wales,
Scotland, London and, in time, North-
ern Ireland, as well as empowering the
English regions. To bridge any emerging
gap between local powersand responsi-
bilities, stronger accountability devices
would be needed for the UK’s nations
and regions. Among these, I see an
important role for citizens assembliesin
keeping local leaders’ decisions attuned
tothe publics needs.

It would be naive to think shifting
powers alone would be sufficient to
Kick-start UK growth. But bold govern-
ance shifts like this are necessary condi-
tions forstirring it fromts slumber. The
next government, by giving power gen-
erously, could ensure it and we all

Americas elite

misinterprets
the public’s
grievances

Oren
Cass

1 a better world, Donald Trump's
‘political rise might have initiated
‘a genuine soul-searching among a
h\llm.hﬂttd establishment. But the
‘human capacity for denial in the
face of rejection knows few bounds.
Rather than consider how they had

Bt (Tt 03 devolution,
both of local spending and taxation.
Existing proposals from both main UK
parties while pointingin the right direc-

tion, are

The writer, an FT contributing editor,
i chief executive of the Royal Society of
Arts and former chief economist at the
BankofEngland

American people
would turn to a reality television star
for relief, the policymaking clite have
concluded that itis they who have been
failed — by the people.

In some tellings, “gricvance”- and
“resentment”-filled Americans simply
donot how good they have

Reasons to
be optimistic
in 2024

WORLD AFFAIRS /7
Gillian :
Tett

Te you optimistic about
2024? The answer from
the World Economic
Forum would seem to be

Each year, the WEF asks 1,500 of its
“community” — elite business leaders,
academics, politicians and so on — to
cite key risks, and then crunches that
with Marsh McLennan and Zurich
Insurance Group. The latest reading,
released before the WEF’s annual meet-
ing in Davos this month, might make
even Pollyannavwe

Apparently Davos groupies have
“a predominantly negative outlook for
the world over the next two years that is
expected to worsen over the next dec-
ade”, with 54 per cent braced for “some
instability and a moderate risk of global
catastrophes” in Lhc short term — and

So far, so depressing. But hereis some-
thingodd: this gloom, which seems even
worse than during the financial crisis of
2008, has emerged amid a global econ-
omy that is not so disastrous. On the
contrary, the last forecast from the IMF
projects 2024 growth of 2.9 per cent
— lower than previous years, but not
adepression.

It lppears then, that uu W'EFe].ihe—
like Am

umer ently
5 ] et
towards pessimism.

Why? One explanation is that busi-

enchaliopaos

‘sometime:

(or, companies adjust

to ﬂ.p that WEF question and to

ness | d to handle
current risks: their MBA trained them
to model cconomic issues, not analyse
problems such as war, and the former

itis of the moment, the lhings that
might actually go right rather than
wrong? Here’s my answer to that

y

Another related factor is that while
Davos attendees used to assume that
history was going in a straight line
towards more globalisation, free-mar-
ket capitalism, innovation and democ-
racy, all these things are now under
attack. The world feels uncannily
similar to that described by John May-
nard Keynes a century ago, in The
Economic Consequences of the Peace — it
seems that “progress” and history are

30 per
In the longer term, 91 per cent see
“elevated risks of global catastrophes”,
or worse, with environmental issues
dominating the worry list, along with
social conflict, war, cyber threats
and “misinformation”. And even this
reading might be too upbeat since the
survey was done in September — ic
beforethe latest Middle East strife.

Finally, there s an attention bias: bad
news sells better than good news and
surveys like this WEF poll typically
ask about negative, not positive, risks.
Online initiatives have emerged in
Tecent years to counter this, but they
have made little impact in an erawhen
bad news can go viral faster and spread
further than ever before.

First, science is delivering break-
throughs in renewable energy that
might yet deliver a game-changing

Third, with the world projected to
have18bn cell phonesin 2025, millions
of people now have access to informa-
tion for the first time. India’s “tech
stack” shows the upside of this for
financialinclusion and education.
Fourth, the (justifiable) hand-wring-
ing about AT risks is belatedly inciting
discussion about regulatory frame-
works. B

to aworld where they need to manage
thembetter).

Eighth, anxieties about democracy
might actually prompt previously
complacent voters finally to fight to pre-
serve liberal values. Poland shows that

heslid is ot inevitabl

it. In others, they are too racist to care.
Assessments by pundits and politicians
alike embrace the assumption underly-
ingmodern economics that maximising
consumption is the highest good. So
long as globalisation and uncontrolled
immigration lead to more stuff at lower
prices, no one has rational grounds to
object. As Stephen Moore, founder of
the Club for Growth and distinguished
fellow in economics at the Heritage
Foundation, said recently: “Cheap
labour leadstoa booming stockmarket?
That benefits everyone.”

But few prominent institutions or
analysts have explored what Americans
actually believe and why. Or perhaps
they prefer not to have the answer. Sur-
vey data published this week by Ameri-
can Compass helps to fill that gap. It
depictsa publicthat has made nuanced
and reasonable judgments that simply
conflictwith their leaders preferences.

The survey, conducted in partnership

Voters appear to appreciate
the personal benefits of
globalisation but worry
about its broader effects

with YouGov, asked 1,000 American
adults whether “you, personally”
had “benefited” or “suffered” from
America’s embrace of globalisation
and China. Overall, 41 per cent reported
benefiting while 28 per cent reported
suffering, The share benefiting was

Ninth, worries about the economic
isks of protectionism might prod Bei-

leap in green L since

almost $1.8tn was lnvcstcd in green
energyin2023 alone.
Second, research is ing in

not receive as much attention as it
should is that both the US and China

fingand bolsterca
cial tics. Yes, global trade levels slipped
last year. But they remain near record
high: "his

life sciences, boosted as artificial
intelligence tools are deployed. This
may produce more medical break-
throughs soon, helped by the experi-
ence of Covid-19, which taught scientists
to collaborate across borders and

Among the Davos crowd
there is a profound
psychological bias
towards pessimism

Fifth, central banks may yet imple-
ment quantitative tightening without
sparking a full-blown financial crisis
this year. The impact of quantitative
easing has been better than many
people (includingmyself) expected and
shocks such as the Silicon Valley Bank

Tenth, and finally, the tyrants sowing
havoc 'mlay will not last forever. Not
even V]

higher Yetas
the frame of reference expanded, the
sentiment turned more negative. The
margin in favour of “benefited” was
only +7 per cent when the question was
about *your family and friends”, fell to
zero for “the community where you
live”, and reached -13 per cent for “the
nation as a whole”. Rather than nursing

isimmortal.

Is this list unrealistic? 'm a journalist
and am trained to be cynical, and the
dangers identified by the WEF arc real.

Sixth, while debt levels are alarming,
this has not sparked a developed world
sovereign debt crisis (yet), and might

But Pollyanna-ish or not, 1 would urge
it to add a “positi isks” section toits

neously to appreciate the personal
benefits of globalisation while worrying
about its broader effects.

Likewise, actual attitudes bear
little resemblam:t to Americans’
While half of

survey next year. It might not grab
headlines, but mvexwl's could find
ite

Seventh, inflation might continue
to fall as supply chain shocks ease

gillian.tett@ft.com

The bitter technological lesson of the Post Office scandal

BRITAIN

John

Thornhill

he British government
demonstrated rare imagi-
nation and initiative when
it held an international
summit in November to
discuss the existential risks posed by
artificial intellgence. Tragially,succes-

were so cgregious’” as to make the pros-
ecution of these sub-postmasters “an
affront to the conscience of the court™.
Last weelc’s heart-rending ITV tele-
vision drama shone a light on the one
o[ the greatest mlxmﬂlges of ]usuce

atthe time by Fuji bij

‘military IT contract in Europe, the more
than £1bn Horizon system was
launched by the Post Office in 1999-
2000 to improve efficiency and combat
fraud. By 2013 Horizon had been rolled
out to more than 11,500 bmnches,

Ry fistarting government
into fresh action. To date, only 93 of
the more than 700 people convicted
in the affair have scen their convictions
overturned.

Belatedly, the government
announced this week it would propose
primary legulmun to exonerate and

d. But it is
sham:fu]hllur:mpmk(tthﬂrnmztns Dl\ly t.hm]ks to Lhe courageous cam-
technology. them-

m« the case of Seema Misra, preg-
nant and manager of a sub-Post Office,
who was in 2010 wrongfully jailed for
15 months on her son’s tenth birthday
for theft and false accounting, flagged
by Fujitsu's flawed Horizon computer
system. It took 11 years for her convic-

selves over two rlecm‘les, as well as the

cussed reporting on the affair by

Computer Weekly, Private Eye and the

‘writer Nick Wallis, that justice will
nowbe done.

At the heart of the scandal lies the

i of an IT

some 6mn
day. But complaints arose about ns
errorsalmost from the start.
As with all software, Horizon con-

It is only thanks to
the campaigning of the
sub-postmasters that
justice will now be done
tained flaws. With good judgment and
focused cffort, most flaws should be
routinely identified and corrected.

There is a saying in the software indus-
try, known as Linus’s law, that “given

tion, as wellas those of 38 coll b
be quashed by the Court of Appeal. The
judgment found that the Post Office’s

project, which should serve
as a warning to many other companies
and government departments. Hailed

h eyeballs, all bugs are shallow”.

But th,

respondents were asked about the
effects of “America’s embrace of globali-
sation”, the other half saw a question
about “America’s embrace of China”.
Rather than cause people’s blood to boil,
mention of America’s main geopolitical
adversary triggered a more positive
response. Across classes, Americans
were more likely to see the embrace of
China than the embrace of globalisation
‘asbenefiting them personally. What two
groups reacted far more negatively to
mention of China? These in the upper
classorlivingin coastal cities.

to have been obscured, toldapublic | Responses to two other questions

ratherthan exposed. inquiry last year: “The government s | help cxplain these results. First, p]a:t
Inaletter to a select  liketh ofad d l- i matters. While booste;

committee in 2020, Paula Vennells, saying, ‘Sorry,so | take

chief executive of the Post Office from i £ b diedby *

2012 to 2019, said she was constantly
assured by Fujitsu that the Horizon sys-
tem was robust and as secure as “Fort.
Knox”. But faced with glaring evidence
to the contrary from the sub-postmas-
ters, Post Office management should
have exercised more critical scrutiny.
Vennells’ defence also fails to explain
why the Post Office pursued the accused
sub-postmasters so aggressively for so
long and frustrated their legal appeals.

sorry, but i

moveto

Itis government
has finally taken responsibility for
fixing the mess. The UK postal affairs
minister Kevin Hollinrake told the BBC
that almost two-thirds of the 3,500 peo-
ple who were affected by the scandal
have received full and final settlement
at a cost of £148mn. The priority now
is to exonerate and compensate the
remaining victims and investigate
whether managers at Fujitsu and the

" Americans prefer  focus
on “helping struggling areas recover”
by 70 per cent to 30 per cent. Second,
‘matters. By 83 per centto
8 per cent, Americans agree that “we
needastronger manufa sector”.
Economists may believe that “the
goal should be producing things where
it can be done at lowest cost”, but only
3 per cent of Americans feel the same
way. Remarkably, the top rationale for

In turn, the failed to
exercise effective oversight as the Post
Office’s shareholder. Whitehall's revolv-
ing door ensured that no responsible
‘ministerwas in place long enough to get.
to grips with the issues. Ed Davey, now
leader of the Lllmml Dzmacrms was
one of17

One bitter lesson to be drawn from
the affair is: listen to the humans on
the frontline of technology, more than
those in the back office. Software fails.
Governance matters. This will become
all the more important as Al systems

held the role while the scandal
unfolded. Davey now accuses the Post

intrude. But with so many
lives shattered, it is hard to argue that
the wronged sub-postmasters did not

companies running the software are
wilfully blind. Horizon's bugs appear

Office of a “conspi
But that defence l]m wears thin. As
Edward Henry, a barrister

theirown.

security or good jobs, but the far more
nuanced view that “manufacturing
is important to a healthy, growing,
innovative economy”,

Adding insult to injury, it seems
the American people don't just prefer
their values to those insisted upon by
many economists, they may be better at
economicstoo.

The writer is an FT contributing editor and
executive director of American Compass
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Wind turbine makers: size
war truce is much needed

Comparing the length of wind turbine
blades with international landmarks is
2 favourite pastime of manufacturers.

‘Take Denmark’s Vestas, which said
yesterday it would build a factory in
Poland to make offshore turbine blades
taller than the Statue of Liberty.

Vestas's statement shows the fierce
competition among turbine makers to
build ever more powerful machines.
Yet cash flow constraints and the need
to improve profit margins mean a truce
in the size war is urgently needed.

This race was partly driven by wind
farm developers, which pushed for
‘more efficient devices to cut costs.
Devices installed at the world’s first
offshore wind farm had a capacity of
0.5MW. The machines to which the
Vestas blades will be fitted will be
1MW,

Reliability problems have crept in.
Repairs required on some of its
onshore wind turbines forced Siemens
Energy to issue a profit warning last.
summer. It later sought a €15bn rescue
from the German government.

wind engineers say that there are
now diminishing returns from sizing
up. Bigger components require hefty
investments in new factories and ships,
plus more testing and design hours.

R&D costs easily run into the
‘hundreds of millions of euros.

‘That is unaffordable at a time when
the industry is recovering from a sharp
rise in commodity prices and other
supply-chain costs since the pandemic.

Vestas’s free cash flow was minus

Offshore turbine size
Blade length (m)
140

€874mn in 2022, although analysts are
forecasting a recovery in 2023 to
€791mn, according to Visible Alpha.
Some European developers have
privately pushed for a capacity cap an
turbines. Such a cap, however, would
risk Europe falling behind in
innovation, said Ben Backwell of the
Global Wind Energy Council.
International rivals such as GE and
China’s Mingyang are working on
machines in the region of 18MW.
Siemens, whose largest device has a
14MW capacity, is also planning a
prototype of what it claims will be the
‘world’s most powerful wind turbine in
Denmark. It has insisted that it will
decide if it commercialises the larger
machine only after “careful testing”.
For the next few years at least, most
European developers will probably
concentrate on meetingstrong demand
with the current range of devices.
Vestas's fourth-quarter order intake,
of 7GW, was 50 per cent higher than
expected, said Jefferies.
“I'he race to build bigger is not over,
But if the sector has any sense, it
should be less frantic.

UK banks: protection plan
better late than never

No crisis, no action. The eleventh-hour
rescue of Silicon Valley Bank's UK
subsidiary last year has finally led the
UK government to address a crucial
gap in bank protection.

HM Treasury yesterday launched a
consultation on how to clean up small,
specialised banks should they fail. A
coherent plan is needed — though big
banks may grumble at the cost.

In March last year, SVB UK was hit
by aliquidity crisis after its US parent
‘was shut down by US authorities. It was
eventually acquired by HSBC for £1.

The Treasury wants a clearer plan in

Statue of Liberty

19912001 10 15

Source: FT research
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place for like SVB UK that
lack the minimum capital buffers
designed to protect the banking system
— known as MREL. UK banks in the

European real estate: refinancing challenges

Some European property companies have high leverage levels and will need fo refinance over the
next two years. Property valuations have fallen, increasing loan-fo-value ratios. Unlisted property

valuations, which

behind market

European property leverage and refinancing

25 (as % of gross asset value)
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appear o have further fo fall.
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Central bankers are sides of the ffi cent of i £300bn of

financial markets with talk of lower
interest rates. Real world tensions
from the tastest rate-rise cycleina
‘generation abound nonetheless —
and nowhere more so than in
commercial real estate.

Rate rises have pushed property
valuations sharply lower. The rate
rises may have been less aggressive in
Europe than the US but further
sector strife seems certain this year.

What has improved is investor
confidence. Though still well below
their peak, ices for listed real

properties. The enduring popularity of
working from home means that some
15 t020 per cent less space is needed.
Last year, office vacancies in big US
cities were at the highest level since the
Iate 1970s. Some 20 per cent of space
was without tenants in the fourth
quarter, according to Moody’s.

The situation in Europe is much
better. On average, the vacancy rate in
big cities was 6.9 per cent in the third
quarter of last year, thinks Savills. That
is far below vacancies in the global

estate sectors in New York and
Europe have rallied 20 per cent since
the start of November. Given that a
shakeout of distressed owners still
appears to be ints infancy, that may
prove overly optimistic.

‘The pain point for sectars on both

question. The consultation suggestsall
banks chip in. But reducing the bank
levy was supposed to be a government
priority. Big banks such as Barclays
and Lloyds are unlikely to be happy.
Investors in buy-to-let specialist
Paragon will be more cheerful.
Although the consultation does not
cover challenger banks such as Metro,
0SB and Virgin Money, it does affect
Paragon. Paragon falls outside the

still, problems loom. The implosion
of René Benkao's Signa property empire
illustrates the dangers of excess
leverage built up in the low rate era.

Refinancing is the biggest challenge.
Listed European real estate needs to
find new borrowings for about 10 per

The threat of higher for longer inflation
subsided and Paragon reported better
than expected full-year results. Its
share price has leapt 46 per cent since
the end of November. That puts the
stock on a price to tangible book of
12 times, above local peers.

1f Paragon'’s 20 per cent return on
tangible equity seemed too good to be
true a few months age, investors have
nosuch concerns today. Rival 0SB had

MREL system not only put

capital but also pay a levy to cover a

depositor compensation scheme.
‘This means banks, not taxpayers,

cover costs if banks fail. The Treasury

‘wants this to be the case for small

banks that get into trouble too. Who

pays for this isafair

MREL scheme.
fell throughout last year. By November,
the number of Paragon shares sold
short exceeded a relatively high 10
days of average trading, according to
Bloomberg data.

In December, traders quickly
covered their positions for two reasons.

asimilarly

The SVB crisis should produce a good
rescue contingency plan for uncovered
specialist banks. Large lenders’ fears of
‘much bigger payments to the UK's
deposit guarantee scheme have been
averted. Investors, and depositors,
should welcome both outcomes.

debt each year. Add in the unlisted
sector and refinancing requirements
jump to about £200bn annually,
Weak office fundamentals and low
‘mean financi

Panasonic has been investingin
expanding capacity in the US. The US
EV industry has been growing rapidly
thanks to tax credits and funding from
Joe Biden's administration, which
‘wants to boost domestic EV and
battery manufacturing.

Overall, about $128bn has been
invested since the passage of the
Inflation Reduction Act in 2022. EV
sales forecasts based on IRA impacts
could surpass 4.6mn by 2030, more
than double the previous expectation
of 2mn, S&P Global estimates show.

Rivals such as South Korea’s LG
Energy Solution and SK Innovation
have also added new capacity on the
back of that law, sinking billions into
building US battery plants last year.

T'his could become a problem, with
polls suggesting a tight election this
year. Contenders for the 2024
Republican presidential nomination
have been less enthusiastic about £ vs
and h: tfavour

have changed. For every euro
borrowed in 2020, office awners
‘might now be able to get just 75 cents,
reckons Peter Papadakos, Green
Street’s head of European research.
T'hat leaves financing gaps to be
covered by new equity or asset sales.
Valuations at unlisted property
owners have been marked down less
i ‘haps half the fall

supporting fossil-fuel burning sectors.
“Irump has referred to the “ridiculous
all-electric car hoax”. There are fears
that the EV industry boosts China’s
cconomy at the expense of US jobs.

Changes to the scale of government.
funding for battery makers would bea
serious blaw to Asian manufacturers.
Panasonic’s record profit for the six

ths through September was thanks

implied by estimates of prices at
which property might actually
change hands.

Arush for liquidity will simply
reinforce how much further these
‘have to fall.

EV battery makers: Asia
faces Trump victory risk

Tesla supplier Panasonic is one of the
biggest battery makers for electric
wvehicles in the US. That market has
‘helped to boost group profit, and the
Japanese electronics group has
increased investment there.

But the country — and its looming
elections — is one of the biggest threats
toits business, asits president Yuki
Kusumi acknowledged this week.
Should Donald Trump return to the
White House, it would spell trouble,
not just for Panasonic but for all of its
rivals in Asia.

‘With demand from Tesla stable,

in part to the ¥27.6bn subsidy from the
US federal government. Its forecasts for
arecord annual net profit includesa
¥110bn boost via a US subsidy, abouta
quarter of the total haul.

Shares in Panasonic, up 28 per cent
in the past year, reflect hopes this will
continue. Without the US support, a
slowdown in Asia consumer electronics
demand and factory automation
equipment in China would have taken
abigger toll on Panasonic’s earnings.

Excess capacity in the EV battery
sector is already a concern. Production
by some 50 battery makers is already
on track to exceed demand four times
over by 2025. Aggressive investment in
new capacity in the US in recent years
‘means the situation could be worse.
But in the coming months, it will be US
politics that drives investor sentiment
towards Asia’s battery makers as much
as anything closer to home.
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JOTTER PAD

ACROSS

8 With power for time, give detailed
account of method o achieve objective

®

9 Too much to bear — finished with
fellow keeping nothing inside (8)

10 Unaccompanied part song leading fo
merriment (4)

11 Nasty stories, praise oddly lacking, for
meat shop (10}

12 Favouring introduction of 1roops in
defensive position (4)

15 Language expert's anagram — 'm at
first really af sea (10)

17 Musical piece from basso, lovely (4)
18 Part of jacket, article from Paris friend
shows on return (5)

19 By the sound of it,full agreement (4)
21 Shabby group embracing publ
suspension (10)

23 After reflection criticises Pole (4)

24 Sure, can act to reform shrimp, say (10)
28 Very small home is new centre for
plaything (4)

29 Exotic fare a few find dreadful (8)

30 Turmoil ahead, river blade needed (6)

DOWN

1 Qur group are going to fuss? That's

rich (4-2-2y

2 Playing more fennis — soup provided

a0

3 Untidy place 10 sleep — made fun of

learner inside (10)

4 Love being entertained by favourite

writer (4)

5 Latest from all directions (4)

6 Reminder fo ring Liberal — one of 30

here (4)

7 Boating facility steep — daughter,

English, leaving (6)

14 High mark, high point, that's out of

bounds (5)

15 Philosopher bringing up Greek

character — in northeast for long period

10)

16 Agent very much recalled by one

politician in safekeeping facility (10)

20 A cash win, unexpected, used for fool
)

22 Desaribing animal-lover's stockings?
About right, snazzy ultimately (6)
25 Foam sfeams up rather fast initially (&)
26 Half of leffers — subiect of significant
split? (&)

27 Sword sef piece used on regular basis
@
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