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‘Competent jerks’ have an office shelf life

Volcano watch
Icelandersflee
latest eruption

Smoke billows from a volcanic eruption
on the outskirts of the Icelandic town of
Grindavik yesterday, just hours after its
residents were evacuated for the second
timesince November.

Itis the fifth volcanic eruption in two.
years in the Reykjanes region, south-
west of capital Reyljavik. The last one

inmid-December.

Inrecent weeks authorities have built
barriersof earth and rock inabid to pre-
vent lava flows from reaching Grin-
davik, but the latest eruption has pene-
trated the town’s defences. Iceland’s
President Cudni Thorlacius Johannes-
son said no lives werein danger, though
infrastructure “may be under threat”.

Iceland has more than 30 active volca-
noes. [n2010, ash clouds from the Eyjaf-
jallajokull volcano spread across
Europe, groundingthousands of flights.
But expertsdonot expect the Grindavik
eruption to cause similar disruption.

» Reinsurers pull back
from Mideast business
Global reinsurers have begun
cancellation provisions
inte policics to protect against a
full-scale conflict erupting in the
region, a move that threatens to
further drive up costs and
increase risks for busi
operating in the area.— pAGE &

» Netanyahu victory vow
‘The prime minister has vowed to
contimue Isracl’s war “until total
victory” as he marked 100 days
of conflict against Hamas, despite
‘mounting protests at home and
criticism abroad.— pace 2

» Beijing eyes Taiwan result
China has toned down its rhetoric
towards the island after the win
for Lai Ching te, with a reduced
vote share for the Democratic
Progressive party, in Saturday’s

election.— PAGE 3; FT VIEW, PAGE 20

» Fed inflation warning

Banks say US

consumers upbeat but

poll shows voters fail to credit Biden

o 13% of Americans feel better off  lowa Republican caucuses today e Haley closest Trump rival

JOSHUA FRANKLIN
'AND STEPHEN GANDEL — NEW YORK
CLAIRE JONES — WASHINGTON

The biggest US banks believe American
consumers have weathered the Federal
Reserve's cycle of interest rate rises in
good shape, but voter surveys show Joe
Biden is getting no cred.it ahead of this
year's presidential electi

Voters in lowa w|l] fre the slxrung
gun on the

contest, but a poll yesterday showed
fecl

ers were resilient. “The financial health
f. i ‘Wells

as they continue to spend, and defaults
h dtoclimb.

that just 13 per cent of A
they arcbetter offunder Biden.
Inflation declined from a high of
91 per cent in 2022 to 3.4 per cent in
December, while unemployment stands
at 3.7 per cent. And in recent days exec-
utives from the country’s four largest
banks — JPMorgan Chase, Bank of
America, Citigroup and Wells Fargo —
lIs that consum-

nomination process teday by holding
Ie their choice. Former

president Denald Trump is widely
expectedtolanda commanding victory,
easing his path to the party’s nomina-
tion to face off against the incumbent.
Biden.

Consumer confidence is widely
expected to play a crucial role in the

Towa can reverse
accepted wisdom
around an election,
‘evenIf temporarlly.
‘The caucuses can

chicfCharlieScharftold analysts.

BofA chief financial officer Alastair
Borthwick said the finances of the
bank’s customers remained in good
shape, even if most consumers’
accounts were not quite as full as they
were in the middle of the pandemic.

“We sce the consumer activity indi-
cating that they're still in the game,”
Borthwick said. “They're still spending
money.”

Despite this, less than a third of those
surveyed in an ABC/Washington Post
poll published yesterday belicve Biden
is doing a good job in managing the
world’s |

it underdogs and
shift momentum

The lenders noted thatsavershad less
money in the bank than 12 months ago

“While average deposit balances per
customer continue todecline from their
peak, they remained above pre-
pandemic levels as wage growth has
more than offset increased spending”

Scharfsaid. * thereare

Atlanta Fed

Bostic has said price pressures
could “see-saw” if policymakers
cutrates too soon, warning that
the descent towards the 2 per
cent goal is likely to slow.— pace &

» US blow for McKinsey

The consulting firm's work as a
prime contractor to the US
government has fallen to the
lowest level since 2014, even after
it was put back on a list of
preferred suppliers.— pace 10

» Turkey censorship fears
Ankara has cracked down on the
internet months before crucial
local elections, as concerns rise

the bank than in the past thanks to
stimulus

programmes to cope with the economic
fallout from the pandemic. The result
has been record low loss rates on loans
bythe banks.

Bankers warned that keeping the

cohorts of customers that are more
ssed.”

JeMorgan chief financial officer Jer-
emy Barnum said retail banking cus-
tomers were “fine” but loan losses and
cash reserves had returned to the same
levels as before the start of government
stimulus programmes during the pan-
demic. “That means that consumers
have been spending more than they're
ingin,” Barnum told analysts.
US consumers have had more cash in

rate low —about 3.7 per
cent —would be crucial to ensuring loan
losses remained at manageable levels.
“Avery strong labour market means, all
else equal, strong consumer credit,”
Barnum said.

Nikki Haley has emerged as Trump's
top Republican rival in Iowa, moving
into second place over the past week.
She performs better among university-
educated moderate and independent.
voters who are less inclined towards
Trump's economic populism.

R Tayyip
Erdogan’s governmentis further
restricting civil liberties.— pAGE 2

» Kerry to quit climate role
John Kerry, the top US climate
diplomat, has said he will retire in
coming months, ahead of an
election that could return’

Trump to the White House. He
turned 80 last month.— pace &

» Lex and Business Life
The Business Life column with
Anjli Raval, the Lex column and
the FT crossword can be found
today on page 15.

BlackRock deal to redraw
investment landscape

Analysis » PAGES.

Goldman steers buyout bosses ‘back
to the future’ as cheap money runs dry

HARRIET AGNEW — LONDON
JOSHUA FRANKLIN
'AND BROOKE MASTERS — NEW YORK

Private equity can no longer rely on
borrowing cheap money to fuel
returns, and will have to go back to its
roots by sourcing good deals and mak-
ingoperational improvements, accord-
ing to the head of Goldman Sachs’s
investmentbusiness.

“Private equity willlook different over

tion sprees. Falling interest rates raised

geted undermanaged divisions of ]mge

“Over the past 10 years you could rely
onlots of leverage, cheap cost of capital

or private

could beimproved. A lot of the m..m

will come from sourcing really good
e :

and multiple youmade

your
“That will be harder to do going
forward.”

While there is growing optimism
among investors that US interest rates
have peakedafter the biggest rise in dec-
ades, they arc likely to remain high for
sometime.

Nachmann warned that private
cquity would nced a different modus
operandi from the onc it had thrived on

RMB30 th
H € next 1 y(m it
IS5 | past10 years;” said Mare Nachmann,
Rup220
globalh th manage-
Rp4S000 | ‘ment at the US bank. “Itwill be a little
¥650(ncJCT) i i 2
W4500 | The decade-and-a-half of low
RMN50 | rates that followed the 2008-09 finan-
Pesot40 | cial crisis heralded a boom in private
‘Sngapore  sses0(neGs) | €quity, as managers made use of cheap
NToto | andplentiful debttocmbarkonacquisi-
BATI4O

“When pri ity started out, it
wasabout really good deal sourcing and
then doingalot of operational things to
improve companics,” hesaid. “This goes
back to the old days when people tar-

Bankers and industry executives are
to see more corporate carve-
outs —whena private equity firm buysa
businessunit from alarge corporation —
such as GTCR's $18bn purchase of pay-
‘ments company Worldpay from FIS this

ar.
Goldman runs an internal platform
that works with its more than 300 port-
folio companics to build the businesses.
Nachmann said he expected more “per-
formance dispersion [betwcen firms]
than we've seen in the past few years”.
Investors in private equity were
ly diggingin to scc how peoplehave
made their returns”, he added.
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Gaza conflict

Netanyahu declares ‘nobody will stop’ Israel

Premier brushes aside
ceasefire calls and hits at
South African claims
NERIZILBER — TEL AVIV

Benjamin Netanyahu has vowed to con-

International Court of Justice. “Nobody
will stop us — not The Hague, not the
[Iranian-led] axis of evil and not any-
bodyelse” Netanyahu said.

“The hypocritical onslaught at The
Hague against the state of the Jews that.
arose from the ashes of the Holo-

tinue Isracl s inGaza “until vic-
tory” as he marked 100 days of conflict
against Hamas, with pressure on his

Despite the combative stance taken
by the long-serving Isracli premicr,
and domestic pressure is

athomeand criticism abroad.
Speakingat apress conference on Sat-
urday evening, Isracl’s prime minister
1Is fora cease-

growing on his government to stop the
‘war in Gaza, at least temporarily, and
secure the safe return of the remaining

fire md blasted South A[ncas a].legm—
tions that Isracl is

Josep Barel, e EU' frelgn poicy

in Gaza, brought at The Hague-based

o A T (o s e 0 Lo

address the “massive” humanitarian
needs inside the devastated Palestinian
enclave and “organise the release of the
[1sracli] hostages”.

Borrell also hinted that if conditions
worsened inside Gaza, which interna-
unnal aid groups have called a humani-

an “disaster’, much of the enclave’

placement, hunger, loss and grief of the
last 100 days are staining our shared
humanity,” Philippe Lazzarin, commis-
sioner-general of the UNRWA, the main
UN relicfagency in Gaza, said on Satur-
divnighL

inG: isa de di

to dowhatever was necessary to secure
therelease of the captives.

The demonstration continued for 24
hours, including a 100-minute “solidar-
ity strike” yesterday morning by the
Histadrut national labour union, aca-

demici and various private
ctor ies. Demands from hos-

more I_han 2mn; msnlemx “will not have
pe

];mguzge and theuse u[fuud water and

any other
the trap” by flecinginto Egypt.

More than 23,000 Palestinians have
been killed so far in Gaza, according to
health officials in the Hamas-controlled
territory, with about 85 per cent of resi-
dents displaced from their homes and
UN officials warning that “famine is
around the corner”.

“The massive de

eadded.

Atleast1,200 Ixmehswﬂe Killed dur-
ing Hamas’s initial October 7 attack that
sparked the war, with 240 taken hos-
P i i official

tages’ relatives to completely stop the
war to facilitate a comprehensive
release deal with Hamas have grown
‘more vociferousinrecent weeks.

Large parts of the media and even
opposition politici

Relative: d

in
upport. i the safe return of

amass rally in Tel Aviv on Saturday

more than 130 Tsraeis il i captivity

Turkey censorship

Ankara tells
providers of
web services
to restrict
VPN access

ADAM SAMSON — ANKARA

Turkey is tightening its censorship of
the internet months before an impor-
tant election, highlighting concerns
that President Recep Tayyip Erdogan’s
government is further restricting civil
liberties.

night, ial Times
ple, to mark *100. dxysqﬂltll' sincethe  ments mmunm“desm;f’l—[mn. show that Turkeys nformation Tech-
h tion, dis- Netanyahu it i Author-

|ty (BTK) mld internet service provid-
ersa

Defences struggle to cope as
Kremlin boosts arsenal with

Iran and North Korea missiles

JOHN PAUL RATHBONE — LONDON
CHRISTIAN DAVIES —SEoUL

ROMAN OLEAI

AN CHRISTOPHER MILLER — KYIV

The deep subway tunnels of the Luky-
anivska metro station in central Kyiv
make for an ideal air raid shelter. The
building lies just across the street from
the Artem weapons factory and was
damaged when Russia targeted the area.
last month in one of its biggest air
strikesofthe war.

'Ukraine hashad a tough start to 2024.
The country is exhausted after two.
years of fighting, the temperature in
Kyiv has dropped to minus 14Cand the
‘ground offensive, having failed to recap-
ture significant swaths of occupiedterri-
tory, isall but frozen.

Meanwhile, Russian air attacks —
supplemented with Iranian drones and,
according to the US, North Korean bal-
Tistic missiles — have hotted up.

The second bigstrike of the year came
last Monday, when Russia launched 59
drones and missiles and Ukraine’s air
defences shot down less than half of
them, compared with their usual 80 per
cent interception rates.

The scale and sophistication of Rus-
sias latest air strikes are of a different
order from last winter’s attacks, accord-
ingtoofficials and military analysts.

Russia fired more than 500 drones
and missiles between December 29 and
January 2 alone, said officials in Kyiv.
Increasingly, the main targets appearto
be in Ukraine’s defence industry, suchas.
Artem, rather than the energy grid that
Russiatried tode: last winter.

The attacks have been carefully
planned, with staggered waves of
drones and missiles designed to over-
‘whelm Ukraine’s air defences.

On December 30 and January 2, they
were augmented by short-range!
‘missiles sourced from North Korea, one
of which flew 460km from its Russian
launch site, the White House said last
week. Ukraine’s mish-mash of air
defence systemsand surface-to-air mis-
siles has struggledto cope.

The first layer of ddenne — mobile
units that are often a Humvee mounted.
‘with Stinger surface-to-air missiles or
heavy machine guns —hasbeen a cheap.

Ukraine war. Winter offensive

Russian air onslaught piles pressure on Kyiv

Takingshelter:  andeffective

Buay6uyi - Chasymiry

Mo3uakn - Xapkiscska
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Kyiv citizens
inside a metro
station during
an air raid as

the scale and
sophistication of
Russia’s latest
strikes increase

from last winter
HanaSmholpevtes

- £
and occasionally cruise missiles too,
according to Oleksandr, a soldier who
has manned a mobile defence team out-
side Kyiv.

But such units are now struggling to
‘manoeuvre in deep snow, leaving the
next layer of Ukraine’s air defences,
‘which includes medium-range systems
such as the German-provided IRIS-T
and SAMP/T from France and Italy, to
intercept the missiles and drones.

Russia’s alleged use of North Korean
ballistic missiles in Ukraine, which
would violate UN sanctions, has under-
lined how the balance of supplies may
be moving in Moscow’s favour, said offi-
cialsand military analysts.

YangUk, a defence expertat the Asan
Institute for Policy Studies in Seoul, said
North Korea could have reserves of up
t0100 KN-23s, most of which it might
transfer to Russia for the right price.

Kyiv’s allies, led by the US, con-
demned North Korea's arms transfers
this week. Russian oﬂicla]s have m]l:d

i aid US national v

e by spokcaman John Kirby bm L€ West
had the largest ballistic missile pro- Tieeds to
gramme in the Middle Esstand could 121 o
supply Russia “with a few hundred” just .
tostart, said Behnam Ben Taleblu, sen-  dlecisions
for fellow at the Foundation of Defense ;
for Democracies,a US think-tank. now so that

With its economy on a war footing  UKTraine
Russia nowmakes more than 100long o)
range missiles a month, compared with .
around 40 at the start of invasion, and  Feconstitute
around 300 attack drones, according o iy il
Ulrainian andwesiemetfcial Thagre 165 Military

not enough to sustain the current pace
of attacks, which were only possible
after Russia stockpiled missiles for
months. But Iranian-supplied drones
and North Korean missiles make up
some of the shortfall.

‘The EU has also fallen short in fulfill-
ing existing pledges made to Kyiv, send-
ing less than half the Imn rounds of
ammunition it promised last year. But
Ukraine’s situation was far from hope-
Iess, stressed officials and military ana-

the

Iysts. id it

Moscow was also in “actively advanc-
ing” talks with Tehran to acquire close-

export curbs to allow Japan-made
Patriot missiles to be shipped to the US,

2024

which in turn would allow Washington
to send more of its own stocks to
Ukraine. The UK’s £2.5bn military aid
package announced on Friday included
a significant commitment to procure
andproducedrones.

than a dozen popular virtual private
networkservices.

At the same time, social media site X
said last week it had “taken action”
against 15 posts as a result of a court
order that also targeted several of the
group’srivals. X said it would have faced
‘aban in Turkey had it not complied with
theorder.

The latest interventions against
online content, which come ahead of
local elections in March, have fuelled
concern that the government is further
stifling independent sources of news
and information in the country of 85mn
people. Human rights groups and Tur-
key’s western allies say they fear that
Erdogan, the country’s leader for the
past two decades, is backsliding on dem-
ocraticnorms.

“Widespread VPN blocks only take
place in the most authoritarian of
regimes,” said Andy Yen, chiefexecutive
of Proton VPN, one of the services that
was targeted by Turkey’s internet regu-
lator. “Blocking . . . the use of VPNs in
Turkey is a very concerning move for
internet freedom and privacy and is a
breach of people’s fundamental human

hte”

Yensaid that Turkey’s new attempt at
restricting access to popular VPNs
placed the country on a par with Iran
and Russia. He added that sign-ups for
Proton VPN had soared around the May
2023 presidential election and following
the February earthquake when govern-
ment censors briefly interfered with
accesstoX.

The BTK told internet providers to
block access to 16 VPN services, includ-
ing TunnelBear, Surfshark and
CyberGhost, and report back to the reg-
ulator on their progress, according to
the documents. The BTK did not
respond toarequest for comment.

VPNs — which allow users to route
online traffic through an encrypted vir-

Kyi
a claimed 700km range, and aims to
‘make more than 11,000 medium and
long-range attack droncs this year.
Ukrainian president Vulmly-my-r Zel-

tual tunnel — are widely used in Turkey
and many other countries to circum-
vent censorship and make it more diffi-
cult for governments, companies and
individuals to track browsing activity.

enskyyisalso lobby forits
Taurus long-range, Hanker baster”
cruise missile that could help Kyiv

tigh
controls on VPNs is China, where

internet users try to bypass the “Great
Fi that highly cen-

with mainland Russia.

Asked by the Financial Times about
Ukraine’s air defence deficit during a
press conference with UK prime minis-
ter Rishi Sunak on Friday, Zelenskyy
said: "We don't have enough Patriot sys-

tems . .. and other long range sys-
tems there is definitely a lack of
appropriate [defence] systems”

“Something is on the way, we agreed
on something new,” the president
added, referring to recent discussions
with western partners, but he said it was
too soon toreveal the details.

sored domestic internet from the rest of
theworld.

‘While VPNs are used in more techno-
logically literate parts of Turkish soci-
cty, many Turks will never use such
services and rely on online news media
and television that is largely state-con-
trolled or alignedwith the government.

“VPN usage is not a criminal activity
— people rely on it to secure their com-
munications,” said Yaman Akdeniz,
co-founder of the Turkish Freedom of
Expression Association (IFOD), arights
group.
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Up to 30% rise in German insolvencies projected for this year

MARTIN ARNOLD — FRANKFURT
GUY CHAZAN — BERLIN

German companies are expected to go
bustat a higher rate this year following.
a sharp increase in insolvencies in
2023, as businesses hit by high energy
costs and the end of pandemic aid
throw in the towel.

so-called “zombie”

per cent this year, experts warn, taking
them above pre-pandemiclevels.
Steffen Miiller, head of bankruptcy
research at the Halle Institute for Eco-
nomic Research, said the monthly rate

insolvency rate to rise faster than many
other countris. “High costsfor energy
and labour, which are a h

Cooperation and Development. But it
wouldstill be one of the world's weakest

problem, combined with the skills
shortage, are causing financial distress

of German insolvencies it which
excludes unregistered companies that
have few employees, has risen since last.
summer above the pre-pandemic aver-
age forthe first time. In December, it hit

Restructuring experts warn IJlat many
kept

afloat after the pandemic by generous
government aid anda suspension of the:
obligation tofile for bankruptcy —caus-
ing insolvencies to drop to unusually
lowlevels —arcnowcol

Already since the start of this year,
several well-known German companies
have filed for insolvency, including the
department store chain Galeria Kars-
tadt Kaufhof and Hamburg-based bag
maker Bree, whose customers include

of Practice: wnww it comeditoriaicode
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years.

Figuresreleased last week by the fed-
eral statistics agency showed the
number of companies filing for bank-
ruptey in district courts had increased
‘more than 24 per centin the 10 months
to October, compared with the same
periodof2022.

Germany’s economics ministry said
the business environment was “chal-
lenging” but played down the scale of
the problem, saying: “In the longer-

andin

The ranks of struggling

have been swelling due to Germany’s
economic stagnation, combined with
high interest rates, rising wages, ele-
vated energy prices and a government.
budget squeeze. This is expected to

the period ic, corpo-
rate insolvencies are currently not ata
noticeably highlevel”

Wolfgang Steiger, head of the opposi-
tion CDU party’s economic council,
blamed the government’s “disastrous

pushi 10and 30

forani of companics
in Germany, hesaid.
The German economy

cut their forecasts since the government
cut spending planstofill a €60bn holein
its budget left by a constitutional court
rulingagainstoff-balance sheet funds.

Jonas Eckhardt, restruc-

0.4 per cent in the third quarter com-
pared with the same period a year car-
lier after sharp falls in retail sales,

turing advisers Falkensteg, said the
weak cconomy was making it harder for
companies to pass on higher energy,

Growth in the country is expected to
pick upto 0.6 per cent this year, accord-
ing to the Organisation for Economic

costs via higher
prices.

He s predicting that insolvencies will
rise more than 30 per cent in 2024
among companies with annual reve-
nuesinexcess of €10mn.

Many of the bigger groups going bust
last year were fashion retailers, trans-
port providers, real estate companies
and auto suppliers. There werealso high
numbers of collapses among German
care homes and clinics as they struggled
to pass on higher wage and energy costs
tothe healthinsurance system.

iptcies have been rising across
much of the world, accordingto German
insurer Allianz, which forccast a 6 per

One casualty
operator Galeria Karstadt cauthot

cent ing
yearanda 10 per centise thisyear.
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Beijing rhetoric
highlights falling
support for DPP
in Taiwan poll

Party’s presidential win offset by solid
showing for Kuomintang in legislature

KATHRIN HILLE — TAIPE]
JOE LEAHY — BELIING

Before Taiwan’s voters went to the polls
on Saturday, the Chinese Communist

Carla Freeman, an expert for the
China programme at the United States
Institute of Peace, said: “For the main-
land, if the DPP had to win, these cir-

party new
outcome, calling for the “right choice”

‘The Chinese government might “feel

the Democratic Progressive party’s Lai
Ching-te as a dangerous separatist.
But now that Lai has won the presi-

dency, theto-

lower ofLai's
clection, and they arc probably also
pleased that there s a divided govern-
mentand such astrong showingin par-
liament for i

ric. Commenting on Lai's victory with
40percent of the vote and the DPP's loss
of its legislative majority, China’s Tai-
wan Affairs Office said the result
showed that “the DPP can by no means
represent mainstream public opinion
ontheisland”.

In the complex world of cross-Strait
relations, Beijing’s response could be
interpreted as good news. Many ana-

Beijing maintains exchanges with the
KMT because that party says Taiwan
belongstoagreater Chinese nation.

Beijing’s response tothe DPP victory,
Freeman said, could translate into a
more calibrated approach to Taiwan

Iysts see the reaction as evidence that
despite the DPP's unprecedented win-
ning of a third term in office, Beijing
‘might feel reassured by the sharp drop
in voter support for the party it refuses

Tai-
wan as an independent country sepa-
rate from China.

Beijing claims Taiwan as part of its
territory and threatens to attack it if
Taipei resists unification indefinitely.

“Th — line of Xi

and make Chinese military action Thelower victory increased its number of lawmakers  issues those countries deem too sensi-

towards Taiwan less likely. margin of the from 381052 tive or political to discuss on a govern-
Despite Chi reaction tothe i The parli y balance isheldby  mentallevel.

Taiwan's i two independents leaning towards the  DPP politicians said a transfer of con-

aChinese  party’s Lai KMT and eight seats for the Taiwan Peo-  trol over the Taiwan Foundation for

attack is unlikely in the coming years, Ching-teislikely ple’s party, an upstart to the i

experts believe Beijing will be unrelent-  to please Beijing,  an opposition agenda butis prepared to  entail a shift in its activities from out-

inginits pressure. asis the prospect  co-operatewith either of the big parties  reach to other democracies to dialogue
The public framing of Lai’s govern-  of a divided on specificissues. with China.

mentasaminori i government One decisivemoment willbetheelec-  Under Ma Ying-jeou, the last KMT

Taiwan's public makes the chances of

any dialogue with the DPP government.

lower than under incumbent president
said.

Jinping towards Taiwan by argui

it was successful in pushing the DPP
from its huge majority into the role of a.
minority government,” said Lai
I-chung, president of government-
backed think-tank Prospect Foundation
inTaipei.

‘Tsai Ing-wen, analysts
“They didn't even wait for the inaugu-
i htosecifitmight be accept-
”said the P .
tion'sLai.

Exchanges are expected to pick up
between Chinese officials and members
of Taiwan’s parliament. The DPP’s
seats in the 113-strong legislature
dropped from 61 to 51 while the KMT

aipei
Aevabel Chbvcenymages

tion of the speaker in early February.

The KMT wants Han Kuo-yu,a populist

China-friendly politician who lost the
i i i Tsai.

president, part of the Taiwan Founda-
tion for Democracy budget was used to
fund local officials’ visits to the main-

ing China officials, they said.

Although the post is not particularly
powerful, it could play an outsized role
in cross Strait relations. This s because
the speaker is also chair of the Taiwan
Foundation for Democracy, a state-
backed non-profit through which Taipei
conducts exchanges with western
democracies with whichit does not have
diplomatic relations, including on

Stepping up contacts with a larger
numl ‘Taiwan lay rs fits into
Beijing’s strategy of what Xi has
branded “integrated development”.

The Taiwan Affairs Office said on
Saturday that China would continue to
work with “the relevant political
parties, groups and people from all
walks of lifein Taiwan to promote cross-

‘Lai won't
beableto
doalot of
new stuff’
unless he
has support
from one of
the other of
the two
opposition
parties’

Strait exchanges, deepen integrated
development, jointly promote Chinese
culture, promote peaceful development
of cross-Strait relations, and push for-
wardthe great cause of unification of the.
motherland”.

Parliament will play a large role in
other policy areas that are vital to
enhancing Taiwan's security in the face
of Xi’'s more assertive stance.

Although both the KMT and the Tai-
wan People’s party have expressed sup-
port for further increases in defence
spending, KMT politicians disagree
‘with the DPP over the details of military
strategy and which arms to procure
fromthe US.

“Lai won't be able to do a lot of new
stuffunless he has support from one of
the other of the two opposition parties,”
said Nathan Batto, a political scientist at
Academia Sinica, the Taiwan research
institution. “The big question every-
body is talking about is arms procure-
‘ment. If the opposition digin their heels
and veto arms purchases, they will have
to make their case publicly though,
because the average voter does not
understand the nuances of weaponsand
‘military strategy”

During the last DPP minority govern-
‘ment 20 years ago, the KMT blocked
budgets for weapons purchases across
the board. However, it was unlikely to
do that this time around, analysts said,
because China’s military power had
increased drastically since then and the
Taiwan public perceived a more acute
threat.

Despite the constraints on Lai, many
Chinese observers do not harbour illu-
sions that this marks a long-term drop.
in support for the DPP.

Wang Yiwei, an international rela-
tions scholar at Renmin University in
Beijing, said the DPP victory was no sur-
prise for China, as the party had gradu-
ally become more deeply embedded in
‘Taiwan politics. He dubbed it the “LDP-
isation” of the DPP, a reference to
Japan’s Liberal Democratic Party, which
has, with the exception of six years, held
powersince1955.

Beijing did not expect Lai to cross its
red lines, such as changing Taiwan’s
constitution or name, though he might
occasionally tread near those lines,
Wang said. As long as Lai did not take
steps towards formal independence,
“the Taiwan status quo will be keptuntil
there isa power shift between Chinaand
the US”, he said.
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Policy outlook

Fed official warns against early rate cuts

Atlanta president points to
potential inflation see-saw
if easing occurs too soon

5.2510 5.5 per cent. However, Raphael
Bostic, the Atlanta Fed president who
will vote on the Federal Open Market
Committee’s decisions this year, said he

Bostic said after the Fed’s December

Middl

with rate-setters’ f three

policy vote ould need
to remain on hold until after the sum-
mer. “Inflation must be firmly and

cuts,
“Markets hear what we are saying —
our projections for rate cuts have been

CLAIRE JONES —

Atop Federal Reserve official has said
inflation could “see-saw” if policymak-

attackson the container ships are start-
ing to show up in the cost structure for
businesses in my district,” he said.
Bostic believed that, with unemploy-
ment at just 3.7 per cent, the labour

was pro- 2 per cent tar- lear,” he said. “But
i forward”. et hesaid. Itwould beabad outoome  that they belicve inflation is going to
There was, he said, “some risks that  if dto case and inflati
inflation may stall out altogether”. toriscupand downlikea see-saw. That  The Atlanta Fed president warned

Bostic’s remarks came ahcxd of a

would undermine people's confidence

ers cut rates too soon,
descenttowards the central bank’s 2 per
cent goal was likely to slow in the
monthsahead.

After surging to its highest level in

December consumer
ing, which showed headline mﬂahon
drifting up to 3.4 per cent from 3.1 per
centin November.

While the Atlanta Fed president

0f2022,US that price pressures had
inflation fell sharply over the second  fallen faster than he had expected last
halfof last year, forrate-  year, ion was likely

setters to consider lowering borrowing
costs from their current 23-year high of

to be about 2.5 per cent by the end of
2024 and only hit the Fed’s goal in 2025.

isgoing”

While rate-setters are growing
increasingly confident that price pres-
sures are returning to their pre-pan-
demic norms, most on the FOMC want
to take their time in shifting from their

that a recent surge in shipping costs on
the back of disruption to traffic in the
Sucz Canal caused by the hrxthng of
vessels by cedtobe

the Fed
toshift its focus from inflation tojob cre-
ation. “If we look at our employment
‘mandate, we're hitting that very firmly
h)dxy,"hesaid “B\lt that is not the case

watched “very closely”.

“The labour market was no longer as

The cost of shipping a 40ft
from the Far East to Europe has soared

however, withjob

Largely confined to the healthcare and

current monetary policy stance. xlmasl 150 per cent over the past  government sectors. “There are signs

with the market i fromXeneta,a the hood that some seg-
pricing in six quarter-point cuts this ]ng]sucs research company. ments, n( memonomyhxve wcaknlcd
year, starting in March. That compares “It will be very i toseeto  Bosti

US politics
Kerry winds
down climate
role to help
Biden win
re-election

AIME WILLIAMS — WASHINGTON

John Kerry, the chief US climate diplo-
mat and former presidential candi-
date, will retire in the coming months,
shortly before a US election in Novem-
berthat could return Donald Trumpto
the White House.

Kerry, who turned 80 last month, told

staff on Saturday that he would remain

in his post until the end of winter or

early spring, according to a person
iliar with hi

Opposition seeks to build on Cape Town

Democratic Alliance must
win over sceptical black voters

is to prevail over ANC

DAVID PILLING — CAPE TOWN

Cape Town mayor Geordin Hill-Lewis
gazed from the window of his officc on
to a dilapidated train station that has
been neglected by South Africa’s gov-
ernment and vandalised by criminal

gangs.

“The network has been all but
stripped bare;” Hill-Lewis, a rising star
of the main opposition Democratic Alli-
ance, said of the state-run rail system.
that now carries a fraction of the passen-
gernumbersitdid five years:

Reversing this decline is just one of
the tasks that have kept Hill-Lewis busy
since he was elected leader of South
Africa’s second city two years ago. The
37-year-old has over that time built a
reputation for jettisoning ideology in
the interests of solving problems, and
doingsobroadly across racial lines.

Asthe DA preparesto e Presi-
dent Cyril Ramaphosa’s African
National Congress in a pivotal national
election this year, his successes are
being deployed to show that South
Africa’s opposition can succeed where
the ruling partyhasfailed.

Yet even South Africans who recog-
nise the DA’s achievements in Cape
‘Town doubt it would be able to replicate
its pragmatic approach across the coun-
try, a concern that is reflected in
national support levels that barely rise
above 20 percent.

“Hill Lewis's cff

lof

South Africa. Poll run-up

Cape Town ‘The DA has run Cape Town, a.city of
Mayor Geordin  5mn people famed for its spectacular
Hill Lewisis a. views of Table Mountain and beautiful
risingstar of the  coastline, outright since 2011. As many

main opposition

the railways from national authorities
have so far been rebuffed. But in elec-
tricity, up to now dominated by the
national Eskom monopoly, he has fared
better. Cape Town was the first city in
South Africa to pay a “feed-in tariff” to
private electricity generators supplying
power to the grid, helping reduce black-
outtimestobelowthe national average.

In areas where the mayor has more
jurisdiction, such as housing, road
maintenance and crime prevention,
Hill-Lewis has worked to overcome the
idea that the DA gives priority to rich
suburbsoverworkingclassareas.

“Part of my role here is to try to
address that perception by showingthat.
there are massive benefits to poor,
‘mainly black, residents by havingagov-
ernment that just focuses on getting
things done,” he told the Financial
‘Times inaninterview.

of South Africa’s cities, including Johan-
nesburg, have fallen apart, Cape Town

Alliance has gained a reputation for economic
o v growthand improved services.

That is despite the f h

about how colonialism had brought
benefitsdid not help either.

Hill Lewis, who is white, has sought
tocounter that image in Cape Town.

“Iaccept that the DA has a lot of work
todotobuild trust with black voters,” he
said. “We've tried to hammer away at
that for many years now with very

T T e T e
the wider Western Cape area' relatively
prosperous cconomy, belics a much
darker reality of impoverished town-
ships blighted by chronic unemploy-
ment, crime, deprivation — and the
enduringlegacy ofapartheid.

Herman Mashaba, who quit as DA
mayor of Johannesburg four years ago,
has accused his former party of “cutting
grass inthe suburbs instead ofproviding
toilets and:

But he also said voters were becoming
less concerned with race, and more
interested in good governance.

Lawson Naidoo, of the Cmmu] for the
Advancement of the South African Con-
stitution, agreed that Hill Lewis had
done much to overhaul the DA’s reputa-
tion. “In the past that criticism was
deserved,” Naidoo said of the view that
the party focused on white areas.
“Hill-Lewis is starting to address that.

nities”. And, nationally, the DA is still
viewed with suspicion by many black
voters who see it as an irredeemably
white party — an i exacer-

from the rest of them.”
‘This is reflected in local polls. Accor
mg to a recent survey hy the Social
the DA is likely to

bated when it ejected its charismatic
black leader, Mmusi Maimane, in 2019.
Former leader Helen Zille’s

it tsvote In his year's general lection
from 55 per cent to 66 per cent in the
‘Western Cz B i th rty

“We have to
domore to
convince
people

that the
DAisareal
alternative
government
for all South
Africans’

SuUcCcCess

scored only 21 per centinthe 2019 gen-
eral elections, underlining its difficulty
in translating provincial success to a
national stage.

still, some South Africans are voting
with their feet, with wealthy people
from Johannesburgselling upand mov-
ing to Cape Town. Poorer people from
the Eastern Cape, one of the country’s
mostdeprived provinces, have alsolong
come to the Western Cape to work in
agriculture, tourism and other jobs
lacking at home. Cape Town’s unem-
ployment rate of 23 per cent, while still
high, is nearly 10 points

According to Axios, which first
reported that Kerry would step back,
the former Massachusetts senator, 2004
Democratic presidential nominee and
former secretary of state will switch to
helpingJoe Biden gain re-election.

Kerry’s retirement comes at a time of
political threat to Biden's climate
agenda, with the possibility of asecond
Trumppresidency looming

Biden has pledged to lower US emis-
sions by 50-52 per cent of 2005 levels by
2030, and passed alandmark package of
$369bn in green subsidies through Con-
gressinan effort to roll out clean energy
acrosstheUS.

Trump campaign officials have said
the candidate would gut Biden’s climate.
law if elected, increase investment in
fossil fuels and roll back regulations
aimed at speeding up the transition to
electricvehicles.

The former presidential
candidate will remain in
his post until the end of
winter or early spring

Kerry was appointed to the role of
special climate envoy by Biden in2020,
and has since worked to mend the US’s
tattered credibility on climate change
after Trump withdrew the country from
the2015 Paris Agreement.

As Biden’s climate envoy, Kerry
forged a close workingrelationship with
his Chinese counterpart, Xie Zhenhua,
pressing for US engagement with China
on efforts to limit global warming even
‘asgeopolitical tensions between the two
countriesincreased.

Kerry and Xie spearheaded an agree-
‘ment by the world’s two largest pollut-
ers to back a tripling of renewable
energy capacity globally by 2030, and to
include a broader array of greenhouse
gases — including methane — in their
climate targets.

At the recent COP28 UN climate sum-
‘mit in Dubai, countries — including the
US and China — for the first time
reached a deal to transition away from
fossil fuels in anattempt toreach global
‘net zero emissions by 2050.

Global emissions are estimated torise
another 2 percent this year. By contrast,
acutof43per centis required by 2030 f
the world is to sm:k to Lhe 2015 Paris

to1.5C.

below the national average.

Hill- Lewis said at least 3,000 people
were arriving a month, putting school
and housing budgets under strain.

But Hill-Lewis insisted his progress
could yet influence the general election.
“You can look to what’s happening in
Cape Town, evenif you live in Nelspruit
or Johannesburg,” he sald “We havem

The US has also become the largest
global exporter of LNG, and its oil pro-
duction has hitrecord highs.

Itis now producing more oil thanany
country in history even as coun-
tries curb supply in a push to bolster
prices.

Despite this, recent analysis shows
that US emissions declined 2 per cent

is areal lternative e lar nn
South Africans.

year on year in 2023, andare now 17 per
cent lower than 2005 levels.
‘Thestate department did not respond

ddit i y Joseph Cotterill

Central America

Guatemala’s new president must fight tough odds to make good on anti-corruption promise

CHRISTINE MURRAY — GUATEMALA CITY

During a fraught, months-long transi-
tion from the previous government,

Cuatemala’s president-elect received
one very visible sign of support: indige-
nous groups camped in tents outside
the public prosecutor’s building to help
ensure he could take office.

“Weareall here for the same reason, the

resistance, for democracy,” said 54-
‘year-old Santos Brigido Menchii in the

of hundreds of migrantsa day to the US.
“Guatemala is suffering the blows of
political groups that have co-opted

institutions,” Jonathan Menkos,
Arévalo's chosen finance minister, told
‘the Financial Times.

“Our focus will be, in four years, deliv-
eringacountry with a better democracy
with modern, transparent public insti-
‘tutions where pathways to corruption
have beenclosed”

Arévalo, known as a consensus-

istaking ficroc backlash

place as advocates worry about demo-
e backslidi v

journalists involved, many of whom fled

as the US is lascr-focused on trying to
stop migrants heading forits border.

Arévalo, who some supporters call
“Uncle Bernie”, has a popular mandate
— he won 58 per cent of the vote — and
the freedom to shift around the coun-
try’sbudget.

But heislikely toface hostile prosecu-
tors and a public with  history of dis-

¥ “The
will of the people must be respected.”

Anti-corruption advocate Bernardo
Arévalo faced a series of attempts by
prosecutors to block him from taking
office. But following backing from the
US as well as grassroots supporters,
Arévalo was inaugurated yesterday as
the first G president in dec-

builder Frenchand
some Hebrew, must govern a country
where many citizens have lost confi-
dence in the state and journalists and
human rights defenders live in fear of

rsecution.

Since his shock victory in August,
prosccutors — who have support from

ades considered an outsider from the
political and business establishment..
Voters in Central America’s largest
economy hope the moderate former
diplomat can root out deep-seated cor-
ruption and create jobs to halt the flow

country
— have filed a number of cases against
Arévalo and his party and tried to cast
doubt on the resaults, leading the EU and
other international bodics to raise the
alarm over what they called an
attempted “coup”.

ntent inst i ‘while
his party lacks a national political struc-
tureand experience. Arévalo'sparty will
be the third-largest in congress with
only 25 of 160 seats, so support from
othergroupswill be cru

Arévalo's clection marked a water-
shed moment for Guatemala’s tempes-
tuous politics, which went into over-
drive when the CICIG UN-backed anti-

toexilear

now mostly sanguine about Arévalo,
several people said, though a small
group still believed prosecutors’ claims

‘ment’s thirdor fourth year. “We believe
that by the time this government is fin-
ished, we will have left the country with

Arévalo’s Semilla grew  of a much better investment climate,”
out ofa protest movement thatgained “I think Arévalo has also sent mes-  Menkos said
‘momentum during this period, though  sages . . . that there won't be a frontal At the same time, the government is
et M e @ e sector. Hope-  likely to face continued judicial pres-
leaders of some neighbouring countries.  fully [that] sure. allege Arévalo's party
Conservative business leaders are  privilege: dabuses’said  falsified sig i

Roberto Arzi, a Guatemalan business-
‘man who had previously sought to run

ments and violated campaign finance
rules, and that he engaged in “usurpa-
tion' in voicing mppun for a university

for president.
is broadly sta-

protest. the party reject the

ble but ts per capita outputis still one of
the region’s poorest. Thanks to its geo-
graphic position it could benefit from
the realignment of global supply chains
away from China andclosertothe US.
Itis alsothe most populous country in
the world that still diplomatically recog-
nises Taiwan, a tic that Arévalo has
vowed to maintain whilealso secking to

US President Joe Biden’s administra-
tion has taken rapid action. It revoked
US visas for more than half of Guate-
mala’s congress and placed outgoing
President Alejandro Giammattei’s clos-
estadviscrunder sanctions.

“We're hoping for a government that
looks afterits people, that fights, butof

corruption mission began prosecuting increase trade with China. course it’s going tosuffer too . . . it’s not
members of the clite, including then- Rating agency Moody's. easy,” said Carlos Antonio]oj, 49, ashoe
president Otto Pérez, in2015. mala’s sovercign debt just one notch  and clothes salesman in the Alta Vera-

The CICIG was ki in2019,and  The leader’s indi belowi grade,alevel Menkos  pazregion. “Thereis nomagicwand, itll

its period of operation was followed bya

camp outside the prosecutor’s office

said he wanted to reach by the govern-

belittle by little.”
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Reinsurers in
pullback from
Middle East
regional risk

@ Get-out clauses placed in contracts
& Threat of rising cost for businesses

IAN SMITH — LONDON

Global reinsurers have begun inserting
cancellation provisions into policies to
protect against a full scale Middle East
conflict, a move that threatens to fur-
ther drive up costs and risks for busi-
nesses operatingin the region.

The pullback from reinsurers reflects
‘mounting concern in the financial sec-
tor over the direction of the war
between Isracland Hamas.

The get-out clauses had been inserted
into some contracts drawn up with

and raise “anumber of concerns suchas
‘who orwhat defines escalation”.

Reinsurers had also demanded higher
prices, and pushed primary insurersto
cap the amount of coverage they pro-
vide clients in Israel and neighbouring
countries such as Lebanon and Jordan,
the people said. Some reinsurers had
argued for exclusions of these countries
from framework contracts, they said,
but had had| I.ummdsllcmss

Red hot Bullishness on economy and waning
rate fears push Tokyo stocks to 33-year high

35049.86
+608 14

[ ———"

‘ Nikkei 225
'000 points

SoftBank boss
used Silicon
Valley home as
loan security

RYAN MCMORROW — WOODSIDE

SoftBank founder Masayoshi Son has
piled debt on the Silicon Valley man-
sion he acquired for a record sum,
using the showpiece house as security
for amultimillion-dollarloan.

Son tapped his nine-acre estate in
‘Woodside, California, for cash in
December 2019, at atime when his com-
pany’s fortunes were cracking under the
‘weight of a failed WeWork initial public
offering and Son was struggling to raise
billions for asecond Vision Fund.

Public records show SV Projects LLC,
the Delaware registered entity Sonused
to buy the estate, mortgaged the house
tosecure a ¥10bn loan — worth §92mn
at the time — from Japanese bank
Mizuho to another Delaware entity,
called SV America Inc. Details of the
loan have

Aon, one of the b
kerages, noted in a report this month
lh:l reinsurers had lm)l(el‘l to ] mcrease

Son bought the Woodside mansion 11
years ago, paying $117.5mn — then the
most for a US residential estate — to
acquire the property from Tully Fried-
man, co-founder of private equity giant
Hellman & Friedman. The new owner

insurers as part of turn-of-the-y:
policy renegotiations, four market par-

The industry has about
$10bn of Israel exposure
through political violence
and terrorism policies

ticipants said. Such clauses were new
and had not been used before, two of
themsaid.

1f triggered, it would mean that the
insurer would not from that point have
reinsurance coverage for any newly
underwritten other assets

fulway” for Israel and the region.

In the event, some businesses had
opted to renew insurance policies with-
out including cover for Israel assets,
relying on a state compensation fund,
accordingto two market sources.

Reinsurers have between them about
$600bnin capital and have been raising
prices after years of losses from infla-
tion, natural catastrophes and the
Ukraine invasion. It has helped push up
the price of cover for businesses.

The moves follow similar ncuunsaﬁer
the Ukraine invasion,

STEPHANIE STACEY — LONDON
KANA INAGAKI — TOKYO

Japanese stocks have avoided Wall

activist campaigns have boosted

24 hours. aﬂﬂ a 7 5. mngmtud: mnh

cloaked by his limited lia-
bility company, but Son was revealed to
bethebuyera few monthsafter the pur-
chase by the Los Angeles Times.

‘While not necessarily indicative of the
market value, the price Son paid was
nearly six times the home’s assessed
value [or property taxes at the time,

ay ana-
lysts, while forcign investors have
alternative to China.

Street’s newy toriseto
their highest since 1990 as investors
increasingly rule out a near-term
rate rise by the Bank of japan that

responded more severely by excluding
countries

such as a commercial building damaged
by a rocket attack. The increased risk
would then probably be passed to the
dlientin the form of higher premiums or
reduced coverage.

“The risk of something going out of
control is extremely high,” said an exec-
utive at a big reinsurer. “The insurance

Munich Re, Swiss Re and Scor
declined to comment. Hannover Re said

it had taken a “bespoke and diffe i

theyen.

The Nildkei 3percent

Saxo Bank’s head of FX Strategy,
Charu Chanana, said the rally was
likely to continue because “significant
gains in the yen remain unlikely
unless the Fed begins easing sooner

5o farin2024 while the Topix isup 5.4
per cent. The S&P500 and Nasdag, by
contrast, lose to flat since the

But she said that Japanese stocks
would struggle to replicate their out-

ated approach by client depending on
the underlying portfolio”. For already
written business in Tsracl and its neigh-
bours, “we have decided to rather limit
our ncmlmulatinns tlmn to request full

industry
lhdortvxiblc future”

'J'I\c ‘marine: markct has been. affzcttd

ofaq:osumm[smelthmughs\lchwl\l—
ical violence and terrorism policies,
aceording to industry estimates.
One reinsurance broker said it was
“bizarre” that some insurers had
accepted such cancellation clauses,
‘which they said would fuel

byarise inthe
e e
attacks by Houthis. Shipowners already
had to notify their underwriter before
movingthrough a designated portion of
the Red Sea and pay an additional pre-
mium. These risen

start of the year, after a steep rally at
theend 0 2023.

China’s CSI300 has so far slipped
4.3 per cent, the Hang Seng has
dropped 4.7 per cent and South
Korea’s Kospi has dipped 4.9 per cent.

The economic impact of the earth-
quake that shook the country’s west.
coastled traders in swaps to lose con-
fidence that the Bank of Japan will
soon exit its decades long ultra-loose

last year. The Nikkei225
gained more than 28 per cent in 2023,
outpacing major indices in Asia and
Europe, as well the S&P 500.

Koji Toda, a fund manager at Res-
ona, was also cautious, saying the
strong start to the year was mostly a
catch-up to the robust gains US equi-
ties made in December as concerns
about a stronger yen weighed. The
quesuon was “whether the investor
or not.

policy — a move that analysts say
would bolster the ycn but suppress
equitiesintl

10to15times s

Governance rdorms and a rise in

are
The main premise of rising shares in
Japan is the continuing resilience of
the USeconomy”.

Others remain bullish. “Less than

quake, bullet
again in thc same region,” Bank of
America analysts wrote on Tuesday.
“The Japanese economy is resilient,
undervalued and becoming more
productive.”

Bank of America’s chief Japan
equity strategist Masashi Akutsu
believes a combination of sustained
inflation, corporate reforms and rela-

Eventoday,
afterareal estate boominthe arca anda
remade mansion, it is perhaps worth
even less than the debton the property.

Property site Redfin estimates the
home is worth $23mn, although real
estate agents in the area said recent
comparable saleswould probably putits
value inthe range 0f$75mn-$90mn.

In recent years, the SoftBank chiefhas

tively low 1d push the digiousl
Nikkei 225 to surpass its all-time high
—hit in1989 —this

Maya Funaki, a portfolio manager
at RBC Global Asset

tapped the Japanese
group’s assets for cash, at one time or
another encumbering everything from
itsshares in UK chip designer Arm to
chunkofits Alibaby

said she still saw upside from under-
valued equities in Japan.

“While the market has exhibited
strong performance over the past 12
months, it continues to be under-
owned in a global context,” she said.
“In2024, as more investors gain con-
fidence in Japan’s virtuous cycle from
positive inflation with rising corpo-
rate earnings and total shareholder
return, we expect the market to con-
tinueto outperform.”

Son also began to borrow personally
from SoftBank to foot the bill for his
investments in the group’s second
Vision Fund, Latin America fund and
shortlived hedge fund unit SB North-
star. By the end of September, his per-
sonal debt to the tech group exceeded
$5bn. Son, SoftBank and Mizuho
declined to comment. Friedman did not
respond toarequest for comment.

Additional reporting by Robert Smith

in London and Kana Inagakiin Tokye
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Analysts see a ‘turning point’
for the $600bn sector but

question speed of recovery

TIM BRADSHAW — LONDON
CHRISTIAN DAVIES — SEOUL

The semiconductor industry has begun

Technology. Semiconductors

Al helps drive revival for chipmakers

how you'll get il thesec- Ve that they expected sus-  quarter. Duringa year-long supply glut
ondhalfof 2024 hesaid. tained demand to propel further sales  between 2022 and 2025, Korcan mem-
The 2024 and into 202! Hynix and Samsun

shortages and surpluses for decades.
‘The latest downturn began in the sum-

‘mer of 2022, with the industry over-
coming supply problems exacerbated
by the Covid-19 pandemic just as cus-
tomer spending — both by consumers
on PCs or smartphones and by cloud

the year dence that it

new servers and swnnhcs

left its latest cyclical d behind
in 2023, as analysts hail a “turning
point” for the $60

— started tofeel
The speed of the recovery remainsin

But behind headline forccasts of a
double-digit recovery i

ing by cloud providers is offsct by more
caution from and busi-

this year lies uncertainty about how
broadly based that bounceback will be,
as rising demand for the high-priced

nesses. The exception has been invest-
ment inartificial intelligence. A handful
of deep-pocketed cloud and consumer

intelli-
gence isoffset by a more muted outlook.
in other parts of the techsector.

The latest figures from the US-based
Semiconductor Industry Association,
which represents a majority of global
chipmakers, said worldwide sales
climbed to $48bn in November, risi
on both an annual and quarterly basis
for the first time in more than a year.

internet companics have been buying
up high-performance chips as genera-
tive AI took off following ChatGPT’s
breakoutsuccess.

h

That confidence echoed comments in
‘mid-December by the head of Micron,
the US-based memory manufacturer
that is often seen as 2 semiconductor
bellwether because it typically reports
itsearnings a month sooner than others
in the sector. The memory market has
been hit particularly hard by the sec-
tor’s latest downturn but HSBC analysts
now forecast 59 per cent year-on-year
growthin 2024,

“The improved supply-demand envi-
ronment in the current calendar quar-
ter gives usadditional confidence in the
trajectory of our business,” Sanjay
Mehrotra, Micron chief executive, said
lastmonth.

Researchers at Taiwanese consul-
tancy TrendForce predict that average
sclling prices for Dram memory chips

Taiwan
ing Company, the world’s largest chip
producer, last week reported fourth-
quarter sales that were flat on the previ-
ous year, exceeding analysts’ expecta-
tions of a decline. TSMC has benefited

Monthly sales peaked above $50bndur-  from its position as the go-to supplier
ingthe firsthalf 0f2022. forthe mast advanced chips for compa-

John Neuffer,SIA chi aid pple and Nvidia, whichare
the data was “an indication that th prepared to paj

bal chip market is continuing to gain

S T T e
ilingto shellout f

stres
Trade Statistics unit forecast a “vigor-
ous upswing” in 2024, with global reve-
nues rising 13 per centto $588bn.

But Malcolm Penn, founder of chip
consultancy Future Horizons, said the
revenue growth figures — which were
‘measured againsta bad year for the sec-
tor —were not matched by an uptick in
unit shipments. “It’s very hard to see

Even though Apple’s iPhone sales
have been under pressure alongside the
rest of the smartphone market, Nvidia's
customers have beenliningup tobuy its
high-powered Al processors. It s only
juststartingto catchup with demand.

Executives at Nvidia, whose stock tri-
pled in value during 2023, said at the
Consumer Electronics Show in Las

usedin and other devices
willrise by 18-23 per cent this year. They
increased by 13-18 per cent in the fourth

Chipmaker SK Hynix is seeking to
exploit demand for Al systems.

both slashed production as they suf-
fered multibillion-dollar losses.

But now Kwak Noh-jung, chief execu-
tive of SK Hynix, which has pioneered
the development of so-called “high
bandwidth memory” chips used in AT
servers, is more optimistic. He said the
South Korean memory chipmaker was
aiming to double its market capitalisa-
tion over the next three years, as it
sought to exploit demand for compo-
nents in the systems needed to train Al
systems.

Samsung, which produces both logic
and memory chips, this month reported
its smallest year-on-year decline in
‘profits in five quarters.

Share prices of some of the world’s
biggest chipmakers, including Intel,
AMD and Nvidia, generated big gains
during 2023as investors anticipated the
turn in the cycle. “We model the semi-
conductor cycle accelerating through
2024 to peak in [the first half of] 2025,
resulting in [roughly] 20 per cent
growththis yearand a mid-teens growth
in 2025,” said analysts at Jefferies in a
recentnotetoclients.

But at a time when unit volumes were
languishing, a rise in average selling
prices had been the decisive factor in
the return to revenue growth, said Penn
of Future Horizons. “What is unclear at
the momentis why that ASP growth isso
strong,” he said. While Nvidia can
charge tens of thousands of dollars for
its AI systems, they sell in relatively
small volumes.

“Alisnota smartphone and that's the
problem,” he said. “Its not big numbers
inthe overall scheme of things.”
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BlackRock’s $12.5bn GIP deal set to recast sector

Partners are counting on infrastructure investments driving growth as private capital enters phase of consolidation

BROOKE MASTERS AND ANTOINE GARA
NEW YORK

BlackRock chief executive Larry Fink
has been searching for years for the
Tight private markets partner to make
his§10tn money manager as formidable
a participant in alternative investments
asitisintraditional asset management.

His overtures to private equity, pri-
vate credit and hedge funds rarely got
beyond the first meal. Often the cultures
or business models clashed. When the
alternatives businesses became
intrigued by the idea of a tie-up, they
proved unwilling to give BlackRock the
‘majority controlit wanted.

Global Infrastructure Partners was
different. When Fink and GIP founder
Adebayo Ogunlesi met for an October
dinner at Fasano, an Italian restaurant
steps away from Rockefeller Center in
New York, the menu included plans for
a combination that could shake up the
investment management industry.

Ogunlesi had built GIPin less than two
decadesinto oneof the standout firmsin.
the lucrative private investment indus-
try. With just 400 people, his infrastruc-
ture investment outfit had grown to
hold $106bn in assets, including stakes
in airportsin Sydneyand London, ports,

green energy,and large pipelines. Adebayo turcinvestments would be what Small  They moved at warp speed: by

Finld’s challenge was to persuade the  Ogunlesi,head — called “the f ing part of the Tk end of November,
publicity-shy Ogunlesi that his teams of Global private markets”inthe comingyears.  the leaders had reached  handshake
would thriveinside 2 20,000-cmployce  Infrastructure They also belicved that private capi- ~ agreement that would sce BlackRock
business whose every move comes  Partners,with  tal, an industry started decades agoby  buy all of GIP for $12.55bn in cash and
under a microscope. The dinnerwasa  BlackRockboss  small teams of mercenary dealmakers,  stock. In December, top BlackRock
hit. Fink called Martin Small, Black- ~ Larry Fink. The inga phase of consolidation in i

Rock’s chief financial officer, from his.

move is likely to
foree oth

which size, resources and the ability to
win access to the largest companies

“That feltlike my St
O'Nealand the menu,” he said, rEf:rm\g

owned firms to

Fink told analysts on Friday that the

at the larger firm's Hudson Yards head-
quarters. The “camaraderie” gave the
evening gathering the feel of a Thanks-
givingdinner, Smallsaid.

i

grabbing deal he has been secking.
“Transformative M&A hasarrived,” Jef-
feries analyst Dan Fannon wrote in 2
note. Rao said that the deal would ena-
ble GIP “to take infrastructure to the
top of the agenda for a wider world of
investors and, at the same time, offer
current investors a quantum leap in
terms of a broader range of products
and solutions”.

Still, as a publicly traded asset man-
ager, BlackRock had to balance the need
to retain and motivate GIP’s top talent
withthe interests of its shareholders.

The compromise it struck was that
BlackRock would receive 100 per cent

funds, as

toa meetingwith thethen Merrill Lynch ~ consider combination would feed and meet  Thefirmsarenostrangers. BlackRock
chief executive and the prop they used  whether they growing demand for infrastructure s aninvestorin some GIP funds,and the
tosketchoutplansfor BlackRock'’s2006  needapartner  from wealth funds and two b d for deals. As Fink
acquisition of Merrill's investmentman-  or the extra “BlackRock and GIP will be able to con-  built BlackRock into a force in tradi-
agement business for more than $9bn,  muscle of a nect our clients with bigger and better  tional asset management, Ogunlesi rose
itsfirst bigdeal. publiclisting opportunltics while also accelerating mhmd fi ingat Credit

For his part, Ogunlesi told Raj Rao, V<= sellontery growth, IP in 2006 with

GIP’s president, that he wanted to get
the deal done..

Fink and Ogunlesi, who met when
they worked at First Boston before it
‘was bought by Credit Suisse in the

0s, shared a vision that infrastruc-

d gen-
sraingsarmings for o sharcholders
said.

ul.her a]ummd ‘the now-defunct bank,

Denl talks began straight after the
October dinner, with BlackRock giving
its target the code name of “Appk‘ and
GIP dubbing the larger firm “Banana’’.

The GIP purchase will mmmmly
double BlackRock’s fees

well as 40 per cent of the performance
fees from all future funds. GIP employ-
eeswould retain 100 per cent of the car-
ried interest in its existing funds and

(oo o s oy, oA
that Fink has found the headline-

pa
ing most of the $12.5bn purchase price
in stock, handing GIP's six founders

Investors
‘would be
offered
‘aquantum
leapin
terms of
abroader
range of
products’

‘7mn shares now and 5mn more in five
years. The six plan to share some of that
with employees as part of a retention
package. Collectively, the GIP team will
become BlackRock’s second-largest
shareholder, tethering them to the con-
tinued success of its new owner.

The deal’s impact will be felt across
the private capital sector, forcing other
prominent independently owned firms
to consider whether they need a partner
orthe extra muscle of a publicstock list-
ing. Private equity groups including
CVC Capital Partners and General
Atlantic have prepared plans to go pub-
licin what dealmakers say will be asec-
ond wave of listings following the crisis-
era floats of Blackstone, Apollo, KKR
and Carlyle.

By bringing in public shareholders or
combining with larger organisations,
the private equity groups hope to
expand in areas such as debt or infra-
structure investment that are seen as
beneficiaries of higherinterest rates and
beyond corporate buyouts, which have
slowed as financing costs have surged.

Asset managers including Franklin
Templeton and T. Rowe Price have also
been snapping up private markets spe-
cialists as they seek to counteract the
growthof ultra-low fee index funds.

Rapidly rising interest rates made
many investors cautious, stemming
commitments to new funds and slowing
the deployment of existing ones, creat-
ing new reasons for independent firms.
toconsider findinglarger partners.

'Money managers that hope to capital-
ise from the expected flow of money
from rich individuals into private mar-
kets will need to invest heavily in new
products and distribution networks as
well as technology to deal with the
impactofartificial intellis .

For BlackRock, the question is
whether this deal can finally unlock a
sector where it has long struggled to
gain heft. “Our acquisition philosaphy
has always been about growth,” Fink
told analysts. With GIP, “I truly believe
that this will be the case again”. Black-
Rock’s sharcholders and its industry
have billions of dollars riding on
whether heis right.
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Enterprise Ireland hunts for hidden unicorns

JUDE WEBBER — DUBLIN

‘When SoftBank took a 51 per cent stake
in Cubic Telecom in December, valuing
the vehicle-technology provider at
more than €1bn, Ireland’s biggest
homegrown tech deal was validation
for one of Cubic’s early investors,
Enterprise Ireland.

The state agency that channels seed
capital and other funding to companies
secking to emulate successful global
businesses — such as building materials
giants CRH and Kingspan, food com-
pany Kerry Group, packaging business
Smurfit Kappa, and low-cost airline
Ryanai L bi

in by instituti invest-
‘mentflowmoving” Clancy said.
“Investment has slowed in the past 18
‘months — you've seen that around the
world —it’s harder But

paniesin Clancy
said. Investment is based on returns, not.
on particular sectors, and the agency
has a portfolio of investments ranging

the best companies are still attracting
funding,” he said. “We're writinglots of
small cheques tolots of companies but
that’s very good because those compa-
nies wouldn’t be funded in any other
way if we weren't there.”

Only around a quarter of the 90 high
potential start-up companies in which
Enterprise Ireland made pre-seed
investment last year managed to get

The agency reckons it has spotted
‘more “hidden” Irish unicorns. “I'd say
we have quite a few and we have a lot of
quietly ambitious family-owned firms
thatare growing very strongly,” said Leo
Clancy, chief executive of Enterprise
Treland.

Treland has made attracting inward
investment one of its most successful
economic policies in recent decades:

“We want to think there’s no reason
why we can’t have tech leaders out of
Ireland,” he said.

He dislikes the term “unicorn” as a
proxy of corporate value because some.
privately held $1bn firms have little cco-
nomic impact. “I think we’ve over-
focused on that. And it’s a metric that
only becomes apparent through a fund-
ing event — so you won't hear about

matching funding from other VC com-  companiesthat stay private.”

panies, families What Enterprise Ireland prefers to
focuson, hesa toscale.

P — i “You can see more companies that are

I think we can cer@nly achieving unicorn status — although

be the most innovative that’s not my favourite metaphor for

smallisland in the world” ~ companies”Clancy said. “Butif youcan

Leo Clancy, agency chief

friends and other private investors,

panies in Ireland increased 49 per cent
in2023t0 €15.5bn, according to IDA Ire-
land, the state agency responsible for
ingforeign directinvestment.

The world’s top global tech and phar-
maceutical companies have setupinthe
country and are major contributors to
state coffers viatheir taxes.

But ic bus

Enterprise Ireland’ om
€450mnin2022and is. tohave
been about €480mn in 2023. Seed
rounds are typically in the region of
€200,000 to €300,000, matched
100 per cent by private investment
raised by the company. It invested
€850,000in Cubicin 2011 and2013.

Pre-sced investment is much smaller

for two-thirds of Irish jobs. Enterprise
Ireland’s mission is to help those compa-
nies grow, export and expand interna-
tionally.

Enterprise Ireland is by far Europe’s
‘most active venture capital fund by deal
count, according to PitchBook, a VC and
private equity platform. It tallied 988
investments by Enterprise Ireland
between 2018and the first half of2022.

That put the agency 42 per cent ahead
of its closest rival in terms of volume of
deals, French public sector investment.
bank Bpifrance.

“We made 161 investments in 2022
versus 125 in2021,” Clancy said. “We set
atarget that we would grow that to 150
—and we've that”

Companies backed by Enterprise Ire-
land achieved record exports in 2022 of
‘more than €32bn, and in 2023, compa-
nies it supported employed a record
225,495 people. But much of the
agency’s business is at the seed or pre-
seed 3

“There are other state VCs [like Bpi-
france and Scottish Enterprise] out
there but we're investing more at earlier
stages. We're seeing companiesinvested

— some € Ire-
Land plus €10,000 from founders’ funds.
“Almost.no one [else] would fund this,”
Clancy said. The agency made 70 such
investmentslast year.

Since the carly 19905, Enterprisc Ire-
land and its have invested

see more companies achieve success
globally and actually funding into the
companies’ growth of their workforces,
growth of their sales, I think it'll encour-
age more and more entrepreneurs and
that’s how you get a flywheel moving”

In 2011, when Ireland was being res-
cued inan IMF and EU bailout, and bat-
tling to emerge from economic melt-
down following the global financial
crisis, a domestic property market bust
and a banking crisis, Enda Kenny, the
taoiseach at the time, declared hisambi-
tion to make Ireland “the best small
country in the world in which to do
business”.

“Itwas incredibly powerful. Ithinkit’s
still not a bad vision for Ireland,” said
Clancy. But he added another layer of
ambitions “I think we can certainly be

ive small island in the

‘€700mn of funds, a sum which has lev-
craged €2.6bn of fundraising from com-

o
Leo Clancy says the agency ai

world . . . Tthink we just haven't blown
our trumpet”
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McKinsey suffers drop in US federal work

Revenues feel squeeze as
firm faces scrutiny over

showsthat 2023 was the third
tive year that it was frozen out of con-
tracts for the US drug regulator.

from the agency
were being invest
‘The firm's standing in government.

tion sh h f the last
fiscal year, but it hasnot sofar generated
significant work, according to another

A person familiar with McKinsey’s
government business pointed out that
contracts can be large and infrequent,

Media

Internal probe
at Business
Insider calls
Ackman wife

rolein Opioids scandal McKinsey’s revenues as a prime con-  alsotooka hitin 2019afteran inspector- ~ government dat  year-to-year comparisons diffi-
tractor to the federal government fellto  general report uncovered improper  Projects totalled less than $10mnin  cult. The personadded thatitsUS public t ti
A =GR Or $54.9mni year ber  pricing in McKinsey’s “multiple award  the 2023 fiscal year. sector practice overall increascd reve- | SUOT 5’ accurate
30, from $7L1mn the previous year,  schedule” contract, a kind of master ty i declinei i
McKinsey’s work as a prime contractor i to make it casier to workin for
tothe  That peakofalmost  hire preferred suppliers by using pre- Mcl(ms.ey has increased its presenceas  The consultancy’s contracts with the | SAM JONES — BERLIN
lowestlevel since 2014, newdatashows, $142mn in 2018, when the Food and nmmm projects led by oth- US government are concentratedinthe | oo of olaciarism against the aca-
even after the consulting firm was put ~ Drug Administration was McKinsey’s dis technology companies  defence sector, where the Air Force was | 4 °Per Neﬁ"m’g“‘m‘“ w;f_  billionaire
backonalistof preferred supplicrs. biggest government client and before lnd ‘breached ethics rules to help including TEM and the defence sector itsbiggestclint i 2025, accounting for hedge fumd manager Bill Ackmian. are
The consultancy has been in the politicians levelled accusations that ts inflated rates, accord- ~ specialist CACIInternational. ‘morethan halfthetotal. - ;‘“’]‘1 A e
conflict  ing to the report, whichled tothecon-  Taken together, its prime contracts i i i accurate and well documented”, the
ing po! 2 2 hief Business Insider has
ing work for the opioid malm P\u'dll: ofinterest. ‘tract being cancelled. and subcontracting work increased in i k, but told staff.
AnFDA Congressin2022  McKinsey wasable tonegotiateanew 2023 for the first time in five years, to  confirmed it had negotiated a new g
addiction and overdoses. The data th i more work into opera- schedule contract. In a memorandum sent to Business

How fast is China’s economy growing?

China’s cconomy will take the spotlight
this week as Beijing releascs its fourth-
quarter reading on gross domestic prod-
uct — and markets are expecting an.
uptick in growth following under-

whelmingreadings.

Official data released on Friday
showed Chinese consumer prices
remained in deflationary territory for a
third straight month in December,
adding to the pile of challenges for

But even in the face of falling prices,
tepid trade and property market woes, a.
‘median forecast from economists polled.
by Bloomberg points to expectations of
a year-on-year rise of 5.2 per cent for
GDPinthe fourth quarter.

That would be an improvement over
growth of 4.9 per cent during the previ-
ous three months — partly helped by a
flatteringbase effect because of asevere
drop in economic activity in late 2023
during the final throes of China’s zero-
Covid isolation. Some analysts have
pencilled in an even larger jump for
fourth-quarter growth, released on
‘Wednesday, with Standard Chartered
forecastinga rise of

Economistsat Nati
quarter reading was likely to ensure
China could deliver annual growth in
Tine with Beijing’s target level of “about
5 per cent”. But they warned “maintain-
ing the same growth target will be
demanding for 2024 because there is.
less tailwind from base effect and the
structural deceleration continues”.
Hudson Lockett

IsUK inflation still falling?

UK inflation data on Wednesday will

provide the latest clue to investors as

they assess how quickly the Bmk of
d:

Market questions. Week ahead

Economists look for fourth-quarter rise in China GDP

Light note:
despite falling
prices, tepid
trade and
property market
woes, apoll of

indefinitely”.

The faster than expected Easmg ot
inflation to 3.9 per cent in November
from 4.6 per cent the previous month
prompted markets to bet that the BoE
would cut more aggressively than previ-
ously expected.

Economists polled by Reuters fore-
cast that the downward path of inflation
slowed in December, with annual price
growth easingto 3.8 per cent.

Samuel Tombs, economist at Pan-
theon Macroeconomics, expects infla-
tion toremain from Novem-
ber. That would still be well below the
4.6 per cent forecast for December by
the Bank of England. But Tombs added
itwould be unlikely to prompt a dovish.
pivot in the central bank’s language at

points to a year-

next month’s policy meeting because
“wage growth [is] currently still much
too rapid for the committec to tolerate

Ellie Henderson, an economist at
Investec, expects price
eased to 3.5 per cent because of lower
fuel prices and declining food inflation.

to have

line in core infla-

forecast inflation to settle just below
2 per cent from April onwards. “The UK
inflation outlook has been transformed
by steep falls in oil and gas prices and
the recent softening in core price pres-
sures,” hesaid. Valentina Romei

“The UK
inflation
outlook

has been
transformed
by steep falls

‘Wil US consumers remain resilient?

onyearriscof  Sh
5.2 per cent for
China’s GDP in
the fourth
quarter

Aeceny mages

tion, which excludes food and energy, to
4.7 per cent in December from 5.1 per
cent the previousmonth. The consensus
isamilder easingto 4.9 per cent.

the road to the BoEs 2 per cent target,
‘witharise in January due to base effects
on energy and risks heightened by the
crisis in the Red Sea.

But an increasing number of econo-
mists expect gas prices, which have

on

released on Wednesday, will offer
insight into the health of the US con-
sumer at a moment where the cost of
borrowing for Americans isat its highest

Economists polled by Reuters fore-
cast that the Census Bureau
0.3 per cent increase in overall retail
sales in December from the previous
month, the same rate of increase as in
November. Excluding the more volatile

dropped si

to help bring inflation below 2 per cent

by April.

Among them is Andrew Goodwin,
ist at Capital i

from November,

from November.
who Consist

data, also to be
inoiland gas
prices and
the recent
softening in
core price
pressures’

will reporta

retail sales for December
are expected to have increased 0.2 per
cent month on month, also unchanged

t growth in retail sales

would suggest that consumer spending
remains strong in the face of elevated
interest rates.

“The cost of borrowing for consumers
remains high and student loan pay-
ments restarted in October, but job
growthis still strong and wage growth is
still strong and higher incomes are ulti-
‘mately the key driver for retail sales”
said Torsten Slok, chief economist at
Apollo Global Management.

Those sentiments were reiterated on
Friday by JPMorgan chief Jamie Dimon
who said the bank expected US consum-
ers to remain resilient.

The retail sales figures will be part of
the Fed’s calculus when it meets at the
endof thismonth.

‘While no change in interest rate pol-
icy is expected, a big surprise in retail
sales data — particularly one showing
that US consumers are far weaker than
the consensus — could help make the
case fi li inis i

Insider reporters yesterday, a copy of
‘which was seen by the Financial Times,
chief executive Barbara Peng said an
internal review into the financial news
‘website’s reporting this month — which
led to a war of words on social media
between Ackman and the platform —
had found it to be rigorousand fair.

“We are 2 journalism organisation
with high standards and a commitment.
to truth and fairness,” wrote Peng.
“There was no unfair bias or personal,
political, and /or religious motivation in
the pursuit of the stories.”

Axel Springer, the German media
conglomerate that owns Business
Insider, confirmed the memo was accu-
rate. It said: “We note that Business
Insider’s chief executive has published
a statement on the matter. Axel
Springerstands by Business Insiderand
itsnewsroom.”

In two reports on January 4 and 5,
Business Insider claimed Oxman's doc-
toral thesishad been “marred by plagia-
rism”. Oxman is a former professor of
‘material sciences at MIT. The claims
drew an explosive response from Ack-
‘man, who spent much of December
locked in a battle to unseat the president.
of Harvard University, Claudine Gay, in
part over allegations of

Ackman had been angry with Gay
since her controversial comments toa
US congressional committee investiga-
tion into campus antisemitism in the
wake of the Hamas attack on Israclin
October. Asked whether threats of gen-
ocide against Jewish people made by
students would be in violation of Har-
vard’s code of conduct, Gay gave an
equivocal response that drew wide-
spread condemnation.

When claims of plagiarism against
Gay surfaced weeks later, Ackman —a
prominent Harvard donor — led a cam-

Following Business Insider’s claims,
Oxman apologised on social media plat-
form X for errors she had made in not
clearly identifying quotations in her
‘work, butsaid she had properly credited
all original sources at the end of para-
graphs and in herthesisi bibliography.

Ackman escalated the disagreement,
however, and attacked Business
Insider’s reporting, questioning the
integrity of the stories’ authors and
accusing the platform’s owner, Axel
Springer, of making misleading state-
‘ments. On X he also sought to draw in
private equity firm KKR, Axel
Springer’s largest shareholder. “How
can KKR be the ultimate controlling
shareholder of a totally unethical and
sleazy mediacompany;” he railed.

Journalists at Business Insider were
themselves angered by Axel Springer’s
decision to order an internal review into
the reporting as a result of the contro-
versy. A spokesperson for Ackman and
Oxmandemt.lmmedJaulymspundm
comment on the internal

‘year. Kate Duguid

B

Emerging technologies drive
growth as regulator warnson

risk of US network outages

central US over the weekend put grid
operators on high alert from Ohio to

Utilities are also being forced to
:hxnge how they mect demand as

Energy. Rising consumption

Resurgent demand for electricity puts pressure on power grids

nologies run on electricity. Demand is
getting an extra boostfrom the Inflation
Reduction Act, the climate and tax law
passed in 2022 that provides subsidies
toattract inward investment and accel-

JAMIE SHYTH AND EVA XIAO
NEW YORK

US electricity demand is booming after
of stagnation, driven by emerging
Iedmnlagjts sudl as m1ﬁm] un:lh—

away from coal and
mlc]eu fuels to natural gas and inter-

transition.
Gri i said

demand growth of 1.6 per cent in the
decade between 2024 to 2033, com-
pared with 5.4 per cent between 2019
and2028. Summer peaks over the same
time periods are now forecast to ise by
92 pcr(zm, compared with 5.2 per cent

f for clectricity

Jim Robb, Nerc’s chief exceutive, said
projected demand growth over the next.
10 years was now nearly double what it
was five years ago. “The explosion in

ing warnings over the nnbll.\ty of the
power.

Retail sales of electricity will total
nearly 4bn kilowatt-hours this year, a
record, the government’s encrgy analy-
sisagency forecast last week.

The North American Electric Relia-
bility Corporation, a regulatory body,
has sharply increased projections for
peak power demand for the next dec-
ade, reversing steady or falling growth.

y, veryreal . .. alotof
utilities are having issues keeping up
with that demand,” said Robb, whose
organisation is focused on improving
the reliability of the bulk power system
inNorth America.
Robbadded that electricity networks

demand ynth overthe next five years
had “shot up” from 2.6 per cent in 2022
to 4.7 per cent 2023, ina report based on
an analysis of utility filings to the Fed-
eral Energy Regulatory Commission.
“This is likely [to be] an underesti-
mate of demand,” said John Wilson, co-
author of thereport titled The Era OfFlat
Power Growth Is Over, adding that some
utilities had publicly expressed higher
demand expectations than they had

& coun-
try from Minnesota to Louisiana
already faced “high risk” of outages,
particularly during severe weather
events.

rates from previous years. US power demand rose gradually for
f greater almost Y gains
come as extreme weather tests power  offsct the effects nipnp..]annn and eco-

networks around the country. A deep
freeze that was due to sweep across the

nomic growth. But that trend is now
poised to change as more energy tech-

Wilson said the largest driver of
increased electricity demand was
$481bn in industrial projects that had
been announced since 2021, including
the manufacture of chips and batteries.
Another big driver was the expected
construction of §150bn in new data cen-
tres by 2028 and clean technologies.
Nerc forecasts peak winter electricity

One of the most visible examples of
the rise in electricity demand is “data
centrealley” innorthern Virginia, home

Electricity demand in Texas broke
records repeatedly last summer

of the world’s largest ion of

torm in 2021. De d

internet servers. Incentives offered by
the state government have atuamd
‘more than 250 d:

ing, lengthy heatwave last summer
repe:

operations run by Amazan, Microsoft,

of
hnngulggen:mimnfue]x mldg]vvnug

internet giant
Peak power required by the industry
doubled between 2018 and 2022 to 2,767
megawatts, according to Dommmn
Energy, the main utilityin the
W e e ety
for utilities such as Dominion, which
‘makes about a fifth of its electricity sales
to data centres. But it also poses reliabil-
ity challenges, which in 2022 forced
Dominion to

demand

complex, nndtheyarem]]mg\muulmzs
to boost investment. But obtaining per-
‘mits to build generation, transmission
and storage projects and connecting
them to the grid is challenging. At the
end of 2022 there was a queue of more
than 2,000 projects awaiting intercon-
nection and average wait times were
about five years, according to Ferc.

ing new data centre customers.
The company has since resumed

build more transmission lines to con-
nect more renewable generation to the

dueto

grid while a

constraints on transmission lines.
Dominion recently forecast electricity
demand its

short term. In future, investment in new
battery technologies could provide large:

service territory over ﬂm next 15 years,
whichis nearly five times faster than the
‘growth overthe previous 15 years.
Texas, another state with rapidly ris-
ing power demand, imposed blackouts
on 4.5mn customers during a winter

h storage to provide relia-
bility, he said.

Failing to meet the investment chal-
lenge would result in more electricity
providers “cryinguncle”, shutting down
supplies to customers and threatening
economicgrowth, said Robb.
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‘Wrapped in red tape

Can government bureaucracy be
reinvented into a positive force?
® WORK & CAREERS

Competent
jerks havea
shelflife in
the office

Anjli Raval
Business Life

veryone knows at least one.

The office jerk who is such

ahigh performer they get

away with being horrible to

their colleagues. They are
gossiped about and resented by their
peers but seem to be on an ever
upward trajectory.

‘Why? Because these so-called
“competent jerks” are good at
‘managing up. They get results for their
bosses and don't mind puttinga few
noses out of joint to get there.

There are endless examplesin
a typical workplace. At one point
pharmaceutical company Pfizer even

themselves as mavericks, Elon Musk
types, who belicve th d them

of the Institute for

Kenreh Acirson

have to embrace negative behaviour.

ays entry

into the executive committee is often

aleadershiy ‘hing company, says
some corporate sectors value traits
suc}l as ruthlessness more than others.

But when many of th
Jerks reach a certain level, their poor

Bt Sl Tt alp}m)
tics have to leave th

hankmg law and markct trders. But

Lex.

Electric vehicles:

charge sheet

Britain's middling rank on charging infrastructure
Ratio of plug-in vehicles on the road o standard chargers®

2019

2020 = 2021

2022

0

SKorea Neth. France China Japan UK Sweden Germany US Norway

Source:SMMTEA 3

Installations up sharply in UK last year

Number of public chargers installed by fype €000)

mslow mFast - Rapid = Ultra-rapid 0
20
10

2019 2020 2021 2022 2023
440, fast 7224, 10000+

The debate abmnelecmn Vi hIC|E‘S in

a day than aslow kelbﬁlde alternative.

the UK. r 300,000
uspect 2030. rates
credentials, battery lifetime and are improving. Last year, more than

combustibility.
Carmakers also want an increase in
public charging facilities to help meet

reputation for being in lieves new green fargets. BT, the felecoms
impossible to challenge or confront of their fiefdoms and work with others | competent jerks will veach apoint of group, has declared plans to convert
finally catch up with them. who have also risen up the ranks. being “unpromotable”. roadside cabinets — traditionally used
“They don't realise they are not One chief i .ﬁ.. an publicly listed for cables —info EV chargers.
explaining themselves or taking people | industrial g infotal, the UK 50
with them” says Harvard Business individual who had pmgms:mu.: more i People are points compared with
School professor Linda Hill, one of the executive committee but, when they drawn to those who do things for mn fully electric vehicles, a ratio of just

world’s top experts on leadership.
Their ability to succeed alone, when

combined with excessive ambition,

“blinds them” she adds. As they don’t

‘were evaluated for the role of CEO, it
became clear they were scen asa bully.
“Until that point the higher-ups just
didn't know. At that point they were

others, not just themselves. In fact,
these individuals ofts

over 1811 But charging app Zapmap
ﬂlan

16,600 points were added, Zapmap
says, ayear-on-year rise of 45 per cent.
If annual additions rose at the same
rate, the 300,000 ambition would be
surpassed by the end of 2028.

Higher numbers are harder to sustain
‘as markets become more saturated. But
BT is not the only company with
ambitions in this area: the oil majors are
alsorolling out chargers, parficularly at
forecourts.

Shell is committing $500mn a year in

value, personally and for organi
Adam Grant, a professor of

points, the locations af which most

sct outa “no jerks” policy. qu:shonth:nwelvrs.thcydnnl automatically ruled out” he says. cxplores
Tm talki asfastandare |  Ultimately such individuals’ this theme in his book Give and Take.

be cruel, rude and small-minded, less self-aware. “If you've been a star behaviour will affect lluw top teams He says the common narrative is that

rather than annoyingbut trying to do | and rarely failed, haven't | function, how they hthetop through

the right thing, such as know-icallson | done the work on yourself” sraegy nd Al ey || It s enari e

Zoom calls. It could ho | Atsome At some point ultimately depends on how they

diminishes others’ achi the inamore they are ikely to become aproblem. | interact with others, "When tabiers win,

‘manager who lauds their status over
junior team members, or the employee
‘who wants things done their way and is
vocal when it doesn’t work out.

‘The problem for these individuals is
that they are likely to hit a ceiling.

They may have progressed through
their organisation with little clue about
their effect on others. Some even see

way. Jean-Frangois Manzoni, president
66 Some see themselves
as mavericks, Elon Musk
types, who believe others
should have to embrace
negative behaviour 99

“How do you create ateam with this
set of individuals who meet relatively
infrequently, and you're meeting to
discuss complex issues by definition,
often all with competing priorities, ina

Examples exist of people disliked by
staff who have risen to the top. Oddi
Aasheim, a partner at FirstHuman,

limited amount of time,” says Manzoni.

there is usually someone else who
loses” For givers, when they succeed,
this “spreads

batteri
The UK actually ranks mid-table in a
group of 10 large economies when
comparing the ratio of plug-in vehicles

capital 024-25 to
expand its EV charging footprint
globally. Privately owned Osprey, which
installed 400 chargers in the UK
between 2018 and 2022, upped ifs
annual rate fo 600 in 2023,

on the road, to
standard chargers. fund that wil allow local authorities fo
Rati i however, given idi ing points in
that EVs are a relatively new underserved areas. Imporfantly, a
fund will

technology, says Ralpl

‘Anyone who hasfelt miserable at the
hands ofa competen jerk in the office,

Transport &
Environment. It is not et clear what an
EV-dominated UK market would need.

fear not, they will probably
comeuppance.

anjliraval@ft.com

These k the impact
of charger speeds. An ultrafast charger
ataforecourt would serve more cars in

for local authorities that do not have
the resources to draw up charging
plans. While pubiic charging needs fo
expand, the cost of EVs, not charging
infrastructure, is the real barrier fo
adoption.
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CROSSWORD No 17629 by FALCON

— cryptic,
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JOTTER PAD

ACROSS

1 American buffoon returned, remote in
manner (5)

4 Easy to name donkey (9)

9 European seabird by alake unaffected
by time ()

10 Disciplined person's skill during bridge
[}

1 singer and graduates likewise, in
favour of enjoyable party (5,8)

14 Produced round cheese (4)

15 Toast made by Shakespearean
character having drink (72)

18 Engulfing rear of rectory, bad weather
spoils prayers (4,5)

19 Awfully loud children's game (4)

21 Bishop always fracking rook in
accurate finish (5.8)

26 1 caught it sitting next to poorly
criminal (7)

26 Perhaps Hadrian's mood heading off
with enlisted men (7)

27 Flip one's lid and crack crackers (2.7)
28 Look at first of Yorkshires made
beforehand (5)

DOWN

1 Primate by crown (4)

2 Haughty and dogmatic concerning
deportment (1D

3 Best penalties, ultimate in sport (6)

4 Shop stocks nothing but drink in here?
®3

5 Someone like Scrooge can cause
endless grief (5)

& Agolf rep arranged game (8)

7 Briefly carry toddler 3

8 silly-billy's wages short affer noe
found on deck (10

12 Foreign name sounds about right for
this popular aria (6,5}

15 Misleading clue embarrassed Holmes,
initially slipping up (57

16 Cheap flat (9)

17 Messaging symbol illusirates feeling
when nursing cold (8)

20 Fellow holding very soft pelf (6)

22 Scoffed at during poetic evening (5)
23 Ancient city, partially destroyed (4)
25 Nof quite striking rising fennis shot (3
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A challenge for liberal demacracies?

Webinar | Exclusively for FT subscribers
24 January, 13:00 - 14:00 GMT

As the old consensus that immigration is always good for economies collapses,
the question for many economists is not whether immigration is good or bad, but
how muchiis best. To explore the way forward, join FT journalists and guests as
they tackle your questions on migration:
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Employers are having

to expand their searches
and pay more to attract
top candidates, writes
Brooke Masters

ecade-high turnover among
chief financial officersin the
UK and elevated departure
rates in the US and Europe
have left large companies
scramblingto fill the role, forcing many
to expand their searches, rethink
Tequirements and pay more to their top
choices.

“I'wenty-nine FTSE 100 businesses,
including Unilever and Schroders,
changed their CFO in 2025 — the most.
since at least 2013, when data became
available. Changes remained at the
higher than normal level of 17 per cent.
across the big European markets and
the S&P 500, according to research by
Russell Reynolds, the leadership advi-
sory firm.

The churn was particularly highin US.
consumer and financial services groups,
where one in five of the big US compa-
nies that are members of either the S&P
500 or the Fortune 500 changed CFOs,
according to headhunter CristKolder
Associates’ mostrecent report.

‘The trend is proving complicated for
boards that o not have a strang succes-
sion plan in place for this critically
important position. Not only are they
struggling to find experienced candi-
dates who meet all of their require-
‘ments, but they are having to pay more,
‘make offers more quickly and accept
flexible workingarrangements.

“Folks are having to get a lot more
competitive with sign on and retention
bonuses? says Shawn Cole, president of
search firm Cowen Partners. “A couple
of years ago everybody wanted stock
options. Nowit's cash, please.”

Median pay, including cash and
equity, for CFOs in the S&P 500 jumped.
13 per centto$4.7mn between 2021 and
2023, according to data from Esgauge
and The Conference Board, and the five
best paid US finance chiefs all make
‘morethan $25mn.

more relegated to finance and beinga
steward of the company. [Now] I™, legal
and functional roles will report in to the
CFOand cven operational issucssuchas
supply chainsare grafted on to the CFOs
responsibilities.”

At the same time, some CFOs are
being forced out by boards and inves-
tors unhappy with how companies have

CFO becomes the person who takes
‘much of the blame.” says Mark Tomley,
wholeads the CFO team at headhunters
Drax.

Even when investors are willing to
take the drastic step of changing the
chiefexecutive, that canstill lead to CFO
turnover, as the new chief often opts to
bringin his or her own team, while CFOs

S i ich

year:
‘high inflation, rising interest rates and
rapid advances in artificial intelligence.
“Businesses and shareholders are
very reluctant tochange the CEO so the

CFO furnover has increased in S&P 500 ‘

to rising

and FTSE 100 companies
Some of Last year's turnaver was due Per cent
30
I FTSE 100 S&P 500

CFUsto. ch:d ‘executive or m chiefoper-
atingofficer in preparation for potential
elevation to CEO. More than 8 per cent.
of chief executives were promoted
directly from the CFO position last year,
up from about & per cent the year
before, according to the Cristkolder
data.

“We are at an all-time high of CEOs.
‘who have sat in a CFO chair.” says Clem
Johnson, CristKolder’s president.
*Ihese daysitis the second mostimpor-
tant [role]. Histori it had been

2019

20 7n 2 23

Source: Russell Reynolds

ight
depart. A big spate of UK CEO changes
in 2022 helped drive CFO turnover to
new heights in 2023, according to Rus-
sellReynolds.

“When a CFO hits an age or a certain
tenure and they don't get the CEO role,
they will often say I'm going to leave
because  didn't get.it,” says Jim Lawson,
2 US leader in Russell Reynolds’ CFO
practice. “And when we try toget them
excited about another CFO role, they
already have their mindset, maybe I'm
goingtobea CEO?

Headhunters also report that some
public company CKUs are being lured
away by private equity-owned busi-
nesses as they prepare for initial public
offerings, and by companies that are
splitting in two, “Ihere have been alot
of conglomerate break-ups
[and] . . . that then leads, of course, to
new :xrcuhve and lead

head of the financial officers practice at
recruiter Heidrick & Struggles.

Recent regulatory changes requiring
companies to provide official reports on
a wider range of subjects — depending
on the jurisdiction, these involve cli-
mate change, diversity policies and
cyber security — have also made CFO
jobslessattractivetosome people.

“It’s a dramatic expansion of the
responsibilities of CFOs. It was already a
challenging role . . . Now the responsi-
bilities that are goingto rest on CFOs are
enormous,” says Paul Washington,
executive director of The Conference
Board’s ESC Center. “CFOs [do] want
additional responsibilities, but they
want a choice of which ones.

Faced with a growing list of vacancies,
executive search firms are having to
persuadeclients to broaden the range of
candidatesthey arewillingto consider.

“I'raditionally, large public companies
prefer to recruit people who have
already held a CKO job, usually in the
same sector orata companyina similar
stage of growth. But over 65 per cent of
the CKOs appointed last year by S
500 companies, and 57 per cent of new
CrOsat large UK and European groups
were serving in the role for the first
time, the Russell

team
buildouts,” says Alyse Bodine, global

Many of today’s CFOs are not inter-

‘Folksare
having to
getalot
more
competitive
withsign
onand
retention
bonuses. A
couple of
years ago
everybody
wanted
stock
options.
Now it's
cash, please’

ompanies scramble to fill CFO roles
as departures hit decade high

ested in doing the job again. Some are
nearing retirement age, part of a larger
demographic shift, and may be tired of
the quarterly earningsgrind.

CFOs “are retiringat higher ratestogo
plural, to build a varied portfolio that
might incorporate advising a fund,
mightinclude sitting ona charity board,
might sit alongside a couple of other
interesting listed companies,” says Ben
Jones, a UK leader of Russell Reynolds’'s
CFO practice. “CFOs make very good
chairs because of the role they've had to
play advising the CEO. They tend not
to want to be the smartest person in
theroom.”

Heidrick’s Bodine says she has been
toutingthe merits of first-time CkO can-
didates who are “ready now”, combined
with coaching and support that her firm
can provide: “Maybe they've done a
rotation through treasury, so they
understand the balance sheet, [or]
they’ve done a rotation in investor rela-
tions. They have a well-rounded back-
groundthat hasactually helped them to
develop the toolkit that a public com-
pany CFOwouldbe expected tohave.”

The wider netis provingto be positive
for efforts to diversify corporate leader-

The CEO

In conversation with the FT's
best business writers,
high-profile bosses reveal the.
challenges they face and The.
leadership styles they apply

fl.com/fwork-vareers

ship. The share of female CFOs at top US
companies remains small at 18.8 per
cent, but has risen from 10 per cent in
2013, and is double the share of female
CEOs, according to CristKolder. The
share of non-white CFOs has risen from
“4per centto12.1 per cent over the same
decade.

High demand means strong candi-
dates have the upper hand when it
comes to recruitment. Boards have to
act fast toreel in top prospects, by mak-
ingoffers quickly rather than subjecting
jobseekers to multiple interviews. Com-
panies are also having to be flexible
about where their CFO lives. “These
days no one relocates except the New
Yorkers, whoinsist onsomeone beingin
the office five days a week. Companies
are acknowledging that we don't need to
uproot the family of the new CFO. They
realise what a disadvantage that is” tor
recruitment, Johnson says.

Even so, the rising price tagis proving
achallenge for some businesses.

“It is driving up salaries quite signifi-
cantly. That’s another reason why cli-
ents are having to look a bit more
broadly. Some of these organisations
cannot afford the compensation being
demanded by experienced individuals”
says Drax’s Tomley, “It is a very candi-
date-driven market.

Government

Can bureaucracy be refashioned into a force for good?

Skilled staffare using
innovative ideas to make
hated public sector
administration something
to love. By Leyla Boulton

harles Landry’s first career
as a Brusse

vate, sectors are fertile ground to grow
something better. They are experiment-
ingwith new kinds of bureaucracy, from
crack creative teams to job swaps and
techtools.

At stake is not just taxpayers getting

upgrading Peru’s waste collection when
Albina Ruiz, a researcher turned envi-
ronment minister, started asking the
country’s waste pickers how to stop gar-
bage piling up in Lima’s streets. The
exercise ultimately led to a clean-up of

quickly learn to assemble cross-
functional teams totest and assess new
technology.

Fear of fm]uﬂ umams an ubstzc]e in

“When youlook at thestate from out-

much of the v

side tfcl clumsyand o, bt when

in Germany where, Tt “ifyou

“Wewanted
inaway that's

i e ey

compliant with EU law,” says Theurer.

Pn].mclzm low m]er:nm of risk fur-

ended with a failed cxam.
for a permanent contract at
the age of 27, The experience
gave him an enduring dislike of big
organisations, but he has spent the
rest of his lifc thinking about how to

ing to do thmgs differently” says
Monika Merkyté, head of Create Lithua-
nia. The programme also increases the

value for money but the survival of ption in waste Insulated from busi I the  ther"l value of existing public workers. “You
Tatiana ding, and i itions for unit offered a liberating from, and ad: start to d how the country

Mufior, 2 board member of PD, a.con-  workers who became ised as  framework sector practices,” cxplains Tom Burke,  andthesystem s run.”
sultancy set up by the German govern-  “recyclers™ i “freely deci d ke things of consul- Artificial intelligence, with ts poten-
ountry’snotori- In her previousjobas a procurement  succeed”, she says. o.my E3C. tial to liberate officials from repetitive
ous burcaucracy. lawyer, Anja Theurer was unfamiliar _*You detect a cool tech, you sce  Finland's response more than a dec-  chores, s the final picce of the ercative
As avolunteer mayor in the town of  with agile working. But becoming the i you willing Dayof ays Dutch con-

Mainz, Mufioz tried to bring humanity
to government, through a strategy
called active listening — speaking with
the intention of digging deeper, rather

fixthem. than simply responding.
Landry now75,sleadingamarchto _She heardfrom consituents dsll-
ov sioned with politics after

bringing innovation and

ctive

ideas to often bloated, inefficient, state

bstrug
such as delays to documents that pre-

systems, he wants to more
attractive to employees and better at
serving citizens.

He says a range of government offi-
cials, academics, entrepreneursand pri-
vate sector advisers from across the
world are now treating “public sector
innovation as both an imperativeand an
opportunity . . . from policy design to
service deliver,

Bureaucracy has never enjoyed a
good reputation. Philosopher Hannah
‘Arendt called it the “most cruel form of
rulership”; novelist Joseph Conrad, the
Killer of “anything that breathes the air
ofhuman endeavour”.

Fora growing number of leaders and

however,

“reople started to complam about.
politics, telling me they would vote for
the tarright Alternative for Germany
party or notat all,” she says. “It turned
out they'd had a bad experience with a
publicservice . . . these seemingly little
things have a real impact on people’s
lives. The only defence tactic they have
istheirvote”

One morning she was rewarded by a
big Danke (thank you) chalked on the
pavement outside her house. “1 still get
positive feedback from people on the
street. Many times I wasn't able to
resolve their problems. But many still
toldme: ‘The fecling I'd been ‘scen’ by a
politician

systems in public, and sometimes pri-

Active listening was also key to

chief financial officer of the German
armed forces’ cyber unit forced her to

!
Charles Landry hop

to test and you see your work has
meaning”

Failure, the brainchild of stud

Itant Coli

preneurs who realised that to succeed,
the country needed to try new things
outandrisk goingwrong.

“We love stories of superheroes who
get results with brute force and their
superior excellence,” says Tommi Lai-
tio, who worked in Finnish local govern-
ment for ten years before becoming a
fellowat Johns Hopkins University. “But.
true creative is a rigorous.

“For governmental organisations, this
requires strategic thinking, planning
and actingon what kind of government
of the future it wants to become: onesstill
versed in old-fashioned processes or
one that is future-proof, with a moti-
vated staff with higher quality services
than even the privatesector?”

With the right saleguards, augment-
ing ience with data

process of collaborating with others to
getthingsright”

‘Another motivation for change is
competing for talented staff with the
privatesector,

“I'o recruit the best, the bureaucracy
needs to shift its culture and become
more open-minded and accessible,”
says Landry. Purpose, he adds, can
trump pay as a motivator for young peo-
ple “who do not want to work in organi-
sations that do not align with how they
operateintherest of their lives”.

insights is an ideal combination, says
Van Noordt. One example s Ott, a tool
that helps the Estonian Unemployment
Insurance ¥und tailor recommenda-
tionsforjobseekers.

¥or Landry, the mission is still a work
in progress. But it is one that isgrowing.
An annual Creative Bureaucracy festi-
val, co-launched with publisher Sebas-
tian Turner in Berlin, has been running
since2018.

“As aspiring talent looks for purpose,
public service has an incredible asset —
L P——

In Lithuania, a outfit is
luring professionals working abroad to
return home for six-month “sprints” in
the statesector.

change and enthusiasm,” says Turner.
“This is what creative bureaucracy is
allabout:
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“You can coerce by
economic means’

JOSEPH NYE

r des, Joseph Nye
hasbeen one of the influential
thinkers in international
relations. He coined the
term “soft power” and, with

academic Robert Keohane, argued
that countries can become so econor
cally interlinked that military forc
no longer the most decisive factor
between them.

But in his memoir, A Lifé in the Ameri-
can Century, Nye interprets the US’s
current volatility with a simpler idea:
politics iscyclical. “People will say tome:
today, have you ever seen a period as.
bad as this? I say, yes, the 1960s were
worse. We had major assassinations, cit-
es on fire, two failed presidencies [Lyn-
don Johnson and Richard Nixon]”

So too at Harvard, the university at
‘which Nye has spent most of his career
and where he mentored the diplomatic
elite at the Kennedy School of
Government. Its president, Claudine
Gay, resigned this month after being
criticised for her answers at a congres-
sional hearing on antisemitism and
being accused of plagiarism. Bill
Ackman, the staunchly pro-Israel
hedge fund billionaire, is demanding
further changes.

“Compared to the turmoil in Harvard

o decade.

“Americans have done some foolish
things: the Vietnam and Iraq wars in
particular. There’s no reason asa realist
not to think that we could do stupid
thingsagain.”

Nye started off researching African
politics, but, seeing post-independence
misgovernance, decided he did not
want to become “a carping critic of
African leaders for the rest of his life”.
Herefocused closer to home.

In 1987 British historian Paul
Kennedy claimed the US was doomed
to decline. In response, Nye came up
with the idea of soft power — to argue
the US would still be able toexert influ-
ence, albeitofadifferent type.

Soft power is “the ability to get what
you want through attraction, rather
than coercion or payment”. It includes
the cultural appeal from “Harvard to
Hollywood”. (The concept has been
distorted as it has entered the main-
stream: “unfortunately alot of the peo-

didn't states” Nye adds
that “Israel’s not the only ally that has
proved quite capable of resisting the
US”, pointing to Saudi Arabia ameng
others. For the moment, “Israel is
hurting its own soft power, and
by extension that’s hurting American
soft power”.

Nye spent two years pushing nuclear
non-proliferation under Jimmy Carter.
But he preferred the ability to think
freely in academia, even if his influence
fell. “Launching policy ideas from
outside government is like dropping
pennies into a deep well,” he writes in
‘hismemoir.

Under Clinton, he chaired the
National Intelligence Council, and was
“surprised to find how much of the
[president’s daily brief] I could have

learnt by reading The Economist, the
Financial Times, or the Washington
Post”. He moved to the Pentagon, where
his “Nye Initiative” committed the US
to a security partnership with Japan,
rather than d ding trade conces-

ple who use it think
other than military power. You can
coerce by economic means”)

Soft power captured the imagination
of Chinese leaders in the early 2000s.
Bul evenls in Ukraine and Gaza have

d the of hard

inthe 1960s, what we're seeing today is
sad but modest,” says Nye, surrounded
by fishing memorabilia at his home in
Lexington, Massachusetts. During
protests over Vietnam, a bomb was.
placed in his centre’s building, “My
office was ransacked three or four
times, with bookshelves pulled down

‘Launching policy ideas
outside of government
is like dropping pennies
intoa deep well'

and typewriters thrown through
partitions. T remember one time calling
the police and saying there’s a mob.
attacking our building. [They said:]
“We know that, but there’s nothing we
«candoaboutit.”

Doesn't it worry Nye that there is
anovel threat to Harvard —a drive by
senior figures in politics and business
to undermine elite umversltles”
“When bill

power. Wassoft power overrated?

“When you're dealing with wars,
you'd be foolish not to start with mili-
tary power. But that’s not the whole
story. In Ukraine, Zelenskyy realised
that wearingagreen T-shirtand appeal-
ing to victimhood would develop
sympathies. [He] was brilliant at using
soft power, and that translated into hard
power, in the form of shipments of
military equipment. Hard power is
the core, but soft power plays an
auxiliaryrole”

Nyegives five reasons why the US will
not necessarily be eclipsed by China:
geography and friendly neighbours;
domestic energy supplies; the dollar-
based financial system; demographics;
and tech leadership.

None of these factors, I note, includes
soft power. Nye says that is because
they are intended to meet his critics
on their own terms. But he argues
that China, despite 20 years of investing
in Confucius Institutes to promote its
perspectives, lags behind on soft power
too. “Pew polls show the US is more

the university, rmhcr than simply
have their names put on buildings,
that’s a very dangerous path to go
down.” Banning certain groups is also
“dangerous” for free speech. “But [
prefer those problems, because I think

ey're more: soluble than when bombs
are goingoff

Nye served in the Carter and Clinton
administrations. He predicted the
first Trump administration would be
a “serious road accident but not a fatal
crash” (resonant words, given that in
2015 Nye survived a car crash after

han China to other countries
in Asia and in Latin America, Australia
and Eurape.

“Why is China unpopular in its own
region? Because it isseen asa threat. It's
very difficult to develop soft power in
New Delhi by establishing aConIllclus
Institute if your troops are killing
troopson the Himalayan border.

“From a strategic point, it's equally
‘mistaken to underestimate and overes-
timate your opprmenl And right now

sions from Tokyo and withdrawing US
troops fromthe region.

Tm in favour of diversity
and inclusion, butit
should be more as anorm
than a bureaucracy’

He gently criticises Carter for being
too focused on details and Obama for
not responding with cruise missiles
to Bashar al-Assad’s use of chemical
weapons in Syria.

Biden’s foreign policy is driven by
Obama-era veterans, such as Jake Sulli-
van and Antony Blinken. Have they
learnt from previous mistakes? “They
hadn’t thought [the 2020 Afghanistan
withdrawal] through. In that sense,
I don’t think you see an improvement
on Obama. Obama on Syria, Biden on
Afghanistan — I think they are in the
‘same category.” Both Obama and Biden
have maintained the US’s alliances:
there is no “huge difference” between
their records.

Biden's approach to China has been
“sensible but firm”. “If | had to fault him
on his Asia policy, it’s that it’s weak on
the economic leg. By not going ahead
with [the Trans-Pacific Partnership], he
deprived the United States of presence
in the economic sense ” Biden's foreign
policy merits“aB oraB+",

Nye argues Biden was tooold in 2020
and is making “a mistake” by running
for re-¢lection. “Biden would have been
better if he'd served one term and gone
down as the hero in American history
who saved America from Trump
and then prepared the way for
a younger generation of Democratic

is overes-
timation [of Cluna] He identifies not
‘with the hawks (who, he argues, overes-

losing at the wheel)
Today he hasa guarded optimism about
the fallout from a possible second
Trump term.

“If history's any example, we should
be able to overcome it. After all, in the
1930s, Franklin Roosevelt thoughtthere.
wasa danger that democracy could be
lost in America. . . Theres cnough
resilience in the institutions, and in
the civil socicty, that we will probably
recover [from a second Trump term].
But that doesn’t mean we’re not

orthe doves
(whounderestimate it), but as an “owl”.
‘War between China and the US is not
probable, he argues.

Even 5o, the US can seem powerless.
Ithas failed to convince its ally Israel to
act with restraint in Gaza. Could it have
donein the past?

“It’s not clear that they could have
done it 20 years ago. George HW Bush
intimated [in 1991] that American aid
could be cut and that may have helped
to stimulate the Oslo process, but that

partypol -

“Pegple in their eighties don’t have
the same degree of energy that they did
in [their] sixties or seventies,” says Nye,
himself 86. “Who knows what will
happen to his health, but if you just
look at actuarial tables, probabilities
about onsets of various diseases,
these are reasons not to go on too far
intoyoureighties”

At Harvard, he initially supported
Gay, after she said that calling for the
genocide of Jews would only break Har-
vards harassment rules “depending on
context”. “She was technically correct,
under first-amendment purposes. But

st

were based on sl

she k al
for what was really required in political
theatre. She should have given a values
statement. That's simply a misjudgment
and she could have survived that.”

But he believes instances of alleged
plagiarism, which Gay has called “cita-
tion, errors”, were sufficient to merit hcr

rather than an intent to defraud, that’s
still not sufficient to leave herin office.”
Isthis a moment for Harvard to reset
the diversity policies championed by
Gay? Nye argues there is a pro-diversity
norm shared by “the country or at least
inhalf the country”. His “concern” is the

“Youcan't h

«creation of | ife he

ard for students and another- sLandud
for the president. Even if the charges of

norm: “Bureaucrats always have tofind
things to do, and that can lead to policies

Bryce Vickmark/FT

that are unduly rigid. Pm all in favour
of diversity and inclusion, but I think
it should be more as a norm than

Ackman is bnck‘m,g outsiders to join
Harvard’s board of overseers. “There
have been successful protest candida-
cies at [that] level before and T have
no objection to his proposal as an
alumnus;” says Nye. Where others see
upheaval, he preferstosee resilience.
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Neglected sculptor comes back into the light

Trailblazing British artist
Kim Lim has her first major
retrospective in morethan
two decades at Hepworth
Wakefield. Maya Jaggi visits it

im Lim's painted-steel arch,

“Day”, radiates an other-

worldly glow in a Yorkshire

garden, the flat, white arc

narrowing to a sliver as the
viewer circles it. A beguiling monument
on an approachable human scale, itwas.
first exhibited in Sculpture in the Open Air
at London’s Battersea Park in 1966,
alongside work by Henry Moore, Bar-
bara Hepworth, Anthony Caro and Elis-
abethFrink.

In her lifetime, Lim was a relatively
successful British artist — the only
woman in the Hayward Gallery’s annual
show in 1977, with a solo survey at the
Roundhouse two years later. After her
death from breast cancerin 1997, herart
fell from view. Ananomalous talent as a.
Singapore-born sculptor — “female and
foreign”, in her own words — she made
her mark, yet disappeared from art his-
tories and curatorial surveys blind to
her transnational contribution to post-
‘war British art. That she was married
to the Scottish sculptor William Turn-
bull may have further eclipsed her in
some

A Sotheby’s show co-curated by
Bianca Chu (now adviser to the Kim Lim
Estate) reignited interest in 2018, Now
Lim's first major museum solo since
1999 runs until June 2 at the Hepworth.
Wakeficld in Yorkshire — which
acquired “Day” for its garden in 1983.
Curated by Abi Shapiro, Kim Lim:
‘Space, Rhythm & Light spans more than
100 works created over four decades.
Together with an impending retrospec-
tive at the National Gallery Singapore in
September, the show reaffirms her as a.
key figure in late-20th-century sculp-
tureand printmaking.

‘Her white-marble “Kiss” (1959) pays

Clockwise, from above:
Kim Lim’s ‘Day’ (1966);
‘Kiss’ (1959); and
‘Ronin’ (1963)

i amb sl DAGS 2073
o ek St

homage to Brincusi's “The Kiss” (1907)

articulated, mxmpn]x':d” and Chu ].|k-

—and i herlater
stone sculptures. But while the Roma-
nian's fused lovers are hewn from a sin-
gle block, her couple’s di

ens her toZen
which “empty space is pregnant with
morcenc

Lim’s Inrm tin

she felt, “other things cqually good”.

Her early titles reflect this openness,
from the abstract bronze “Pegasus”
(1962), with hinged, semicircular wings,
to the wood “Samurai”

heads barely touch, the tight space
between them charged with sexual ten-
sion. This narrow gap flled with possi-
bilit between

also have to do with her in-between
state. Born in 1936 in Singapore (then
part of British Malaya) to Peranakan

musical notes — recurs in the abstract
red sculpture “Minerva” (1964) and the
print “Red Split” (1969). Lim consid-
ered space a “physical substance — to be

hinese parents, she grew.
up there and in Malacca and Penang
under colonial rule. She came from a
e e i
several world views and language:

before she arrived in London in' ]_954 to
study fine art: “Resist
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(1961). She credited a Basque artistwith
teaching her to handle wood, and
indeed the sturdily industrial, bolted-
together sculptures recall the great
Basque sculptors Eduardo Chillida and
Jorge Oteiza. The wood-and-metal
“Ronin” (1963), a Samurai warrior wan-
dering without a master, subliminally
evokes Japanese architecture and cos-
tume. Though Lim grew up under Japa-

aninvitation toshow in The
oﬂmseary. Afro-Asian Artists in Postwar
Britain (1989) at the Hayward, Lim said
she did not want to “other herself”. At
St Martin's School of Art in the 19505,
she was taught by Frink and Caro, but
when Caro opposed her turn to abstrac-
tion (havingyet to adopt it himself), she
transferred to the Slade — where the
Sudanese artist Ibrahim El-Salahi was
among classmates.

Travel, she wrote, “was my art educa-
tion, not art schools”. Before and after
her marriage to Turnbull in 1960, she
‘made stopovers between London and
Singapore in Italy, Greece, India, Cam-
bodia and Japan. A photograph of her
London studio shows a row of
‘maquettes beneath a pinboard of her
photographs, ranging from Greek and
Egyptian statuary to Hindu temple
carvings and Stonehenge. Not belong-
ing to one place, Lim wrote, gave a

“certain fecling of detachment from
which one could view both east and
west”. Sensing “important similarities
and sympathies”, she rejected a hierar-
chy of “primitive art . . . leading up to
the kind of epitome of western art,
which is the Renaissance”. There were,

ion in Penang (where her
father was a Brtish-cducated magis-
trate), she

London, where each artist had a studio,
with a garden where Lim, in boiler suit
and face mask, would wield a mallet.
‘Their father, Alex Turnbull tells me, was.
“from the Dundee shipyards”, while
their mother was “trying to run away
from the rigid expectations of a woman
from a good family in Singapore”. There
wasa “two-way influence”.

Colourful sculptures in industrial
‘materials, such as the stainless-stecl,
two-tone “Blue Note” (1966), were in
her first solo show at London’s Axiom
Gallery. As her work grew more concep-
tual, her concerns, she wrote, were “not
so much for velume, mass and weight,
but rather with form, space, rhythm
andlight”. A1976 series of “paper cuts”,
printed on transparent acrylic sheets,
plays with light and shade. Ballet train-
ing in Singapore and tap-dance in
London fed works steeped in rhythm:
the print “A Minor” (1979) resemblesa
leaf, with silver lines emanating from a
stem. Modular sculptures, such as the
four mahogany slats of “Interstices II”
(1977), allow for site-specific variations,
like music.

Titles such as “Borneo I” and
“Irrawaddy” hint at an abstraction that
“looks non-figurative but,” Lim wrote,
“comes from the seen and felt world.”

The heads in ‘Kiss’ barely
touch, the tight space
between them charged
with sexual tension

The large organic fibreglass shapes of
“Trengannu II” (1968), on the floor,
reference a Malaysian beach. The small
bronze “Water Piece” (1979), whose
terraced mound of irregular concentric
rings catches rainwater and light, sug-
gests memories of monsoons.

After the Roundhouse survey in
1979, Lim became prolific in stone,
creating some of the most compelling
works in the show. She took inspiration
from patterns in nature, especially
wind and water. She made “Spiral I”
(1983), a broken circle in Portland
stone, having observed sea turtles lay-
ing eggs in the sand in Malaysia, while
the delicate “Rainstone” (1994) evokes

Chu says, “She had an nbllny to see,
unfettered by prejudice.”

Her two sons, musicians who run
their parents’ estates, recall growing up
in arambling house in Camden Square,

Kim Lim at work on ‘Twice’ (1968)

Her stone sculptures might appear
‘monumental in photographs, but they
are small-scale, tactile and intimate.
“Wind-Stone” (1989), iunung'.h: big-
gest here, scarcely reaches height.
Thnnghumslzﬁsmwudmsgedma
car accident in the 1970s, and she
worked without assistants, hers were
aesthetic choices. She embarked on the
physically challenging “Riverstone”
(1990-91) soon after spinal surgery.
“She made her biggest stone sculpture
when she was weakest,” Chu says, add-
ing that, for Lim, “carving was an act
of faith”

Avitrine with her photographs of Zen
gardens and Cappadocia caves and
sketchbooks harbouring pressed flow-
ers illustrates how wandering enriched
Lim’s visual vocabulary, feeding a
unique abstraction inflected by experi-
ence and memory. Ultimately, I was
left wanting more of this fascinating
‘material from her life — notto limit her
art to the biographical, but to revealiits
breathtakingexpanse.

ToJune2, hepworthwakefield.org

Travels with a man and his ‘mad thoughts

Fiona
Sturges

elfHelp, the new podcast from
audio artist, writer and pre-
senter Scottee, is probably not
whnlynnﬂnnk itis. Podcasts
self-improvement,
whether Lhmugh meditation tech-
niques, diets or new exercise regimes,
are ten-a-penny and, for this grouchy
listener, frequently irritating. But,
despite its title, this short series is not
oneofthose.
Smmm who gocs by his first name

plan, over five episodes, isto see what
happens when he is left alone with the
voices in his head — “Something doctors
are always trying to stop me from
doing” And so we join him on long
walks around rural Scotland, some-
times in thunder and rain (Scottee’s
co-star here s the weather) as he deliv-
ers monologues on his expericnce of
mentalillness.

aspecific

The final episode, “Landscape”, con-
siders the “mad artists” who spent time
outdoors to quell the storms raging in
their heads and sees Scottee reflecting
on his own compulsion to walk and
“how us nutjobs are constantly being
fucking coerced outofour beds and into,
the hills” All this is delivered with
thoughtfulness, candour and lots of
laughter. The result is a warmly inti-

Each episode it

theme. In “Sxmtf ‘e looks at what it
means to be “sane” and how doctors
often measure it by how palatable and
wvaluable a person is to society; “Self-
care” looks at the multimillion-pound
industry that has sprung up around
achieving short-term happiness; “Diag-

nosis” examines the impulse tolabel our
afflictions and the harsh judgment that
often accompanies diagnoses of condi-

fmm BBCRadio 4’s Loose Ends, is nat a
healtheare professional. He has, how-
ever, spent five years in therapy, not to
say monthsat atime unable to get out of
bed. He is therefore an expert in the
complex problems of his own brain and

“I think [increased diagnoses] dem-
onstrates how many people would like
to live happier lives,” Scottee reflects. “T
wonder how it might sound if we
replaced ADHD or autism with cancer?
‘Oheveryone’s got cancer, it’s justa fad

y of moving
mental healthsystem.

‘As such, his podcast is “a collection of
thoughts, feelings, intuitions and ideas
from a life spent clinically mad”, and
experienced through the leus of s

Hi

, doesn'tit?”

Amid these m:dltm.mns, sometimes
we simply sit with Scottee and the
weather. “T'm sodden. Why am I doing
this? Anybody?” he asks, tothe sound of
rain’ hnnngcagoulz “I've got two horses

like ' crazy. Tam!”

not only conveys what it is like to live
with mental illness but makes the lis-
tener feel as if they are Scottee’s sole
companion out inthewild.

Alone with the voices in his head:
Scottee presents ‘Self Help’
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The former president is the presumptive party nominee for the 2024 general election but the Towa
caucuses and upcoming New Hampshire primary can spring surprises and reward underdogs.
By James Politi and Lauren Fedor

Can any Republican dethrone Trump?

2

nthe afternoon of January 6, on the
third anniversary of his supporters”
assault on the US Capitol, Donald
Trump travelled to a school gymna-
sium on the banks of the Mississippi
River to ask voters to send him back to
the White House — and rattle the world
like they didin 2016.

“The battle begins in Towa, it begins
here;” Trump told the crowd assembled
in Clinton, a town of nearly 25,000 on
the eastern flank of the state. “With
your help, we're going to bring back our
country — we're going to bring it back
from hell”

The Iowa caucuses — to be held on
Monday night —will mark the Republi-
can party’s first step towards picking its
challengerto face Joe Biden, the 81-year-
old Democratic president. Fewer than
200,000 votersout of America’s popula-
tion of nearly 335mn are expected to
brave the subfreezing temperatures to
cast the first ballots of the 2024 presi-
dential election cycle and set the tone
fortherace.

Three years ago, it scemed improba-
ble that Trump would even be a con-
tender. But the 77-year-old former pres-
ident is the overwhelming favourite to
win the Republican nomination. And
although general election polling is
unreliable so far ahead of the November
vote, Trump has a very narrow edge
nationally over Bidenina head-to-head
match.

If the dynamic holds, and Trump
emerges victorious and unscathed from
the nomination battle, it will cause deep
unease among some of America’s closest.
allies around the world headinginto the
presidential election. Biden has sought
to rebuild America’s commitment to its.
traditional partners, from Europe tothe
Indo-Pacific, after the ruptures of the
Trump administration. Those ties
would once again be jeopardised.

The prospect of a nail-biting rematch
for the White House — the first since
Dwight Eisenhower and Adlai Steven-
son squared offfor asecond consecutive
time in 1956 — has already caused Biden.
to begin directly attacking Trump and
casttherace as a battle to save American
democracy.

But the lowa caucuses —and the New
Hampshire primary, which will be held
next week — can often reverse the con-
ventional wisdom ofa presidential elec-
tion, cven Jlempamn.ly They can gen-
erate surprise: underdogs, and
shift the mumenmm_

For a longstretch last year, it was Ron
DeSantis, the Florida governor, whowas
in pole position to take advantage of any
cracks in support for Trump, particu-
larly in lowa, where he campaigned

fuously.

But his bid has languished. Though
DeSantis remains in the race, it is now
Nikki Haley, aformer US ambassador to
the UN, who is better placed to emerge
from the next 10 days as Trump's top
contender. Not only has Haley been ris-
inginthe polls in Towa, but she iswithin
striking distance of beating Trump in
New Hampshire, which would shatter
the sense of inevitability around his
eventual victory in the Republican
nomination fight.

“Nikki Haley has a shot. It is a long

‘Hislead is
s0 big
nationwide
anditis
not just
numerical,
itis
intensity.
Trump
voters can’t
wait to
vote’

shot, obviously, it is like drawing an
inside straight in poker. But it is still a
shot where you can see a path for her”
says Whit Ayres, a veteran Republican
pollster at North Star Opinion Research.

n the ground in lowa,
Trump’s allies remain
supremely confident that
he will win big this week.
This would keep him on

track to clinch a comfortable early vic-

tory in the nomination battle and avoid
an extended internecine fight heading
into the Republican convention to be

heldin Milwaukee, Wisconsin, in ]n]y

“Ithinka

becninvolved in the primary campaigns  any of the remaining Trump rivals, Nikki Haley,

and declined tobenamed. “Tthinkithas  including Haley, and was caught on  left, has

been that way since midsummer [of  microphone warning that she would ~emerged as the

2023]. I don't think a whole lot has  cventually be “smoked”. “You and I  main challenger

2 both knowit, she's notup o this”hewas  to Donald

Domestically, historians are already ~ recorded saying. Trump for the

issui iings about the A dwindling cast of bli i

quencesofa second Trump administra-

tion for the survival of the US political
systemaswe know it.
Lindsay Chervinsky, asenor [eJ.law at

donors, lawmakers, former officials and

nomination,

«could be rescued from the isolationism
and populism of Trump and that more
E e =

the Center for tory at
Southern Methodist Uniwrsnry, says
that America is potentially staring at

“an election to determine |f we luv:
‘more elections that are me:

Bring
[Trump’s] mean tweets back if that
‘means that I can have a better paying
job, lower-priced gas, better purchasing
power [and] closed borders,” says
Bobby Kaufmann, an lowa state legisla-
tor who endorses Trump.
Many Republican pollsters and strat-

“Pm T e e
able toimplement all the threats he has
‘made. But there’s no doubt that the sec-
ond term would be se different [from]
the first and would be unlike anything
we've ever seen,” she says. “And there s
so much space for a president who
doesn’t care about norms and prece-

restored.
But their efforts to expunge Tmmp

DeSantis. ‘Itsa
long shot, but it
is still a shot,
accordingto one
veteran pollster

wherethereis more widespread, if often
quiet, scepticism of”

Luntz says lawmakers are reading the
tea leaves and embracing him more out
of political expediency than convic-
tion. “They know what the outcome is
going to be and they want to be on his
good side. We've never had a presiden-
tial nominee with a bigger stick than
Trump. If you don’t bow at his feet, he
[will] destroy you in the next primary,
andthey’reafraidofthat”

Kristol blasted that approach as “pas-
slvltymld mw:ud.lc:’ and one that was
doi

and usherina newera for
can party have failed so far, which has
madeit hard for alternative candidates
like Haley to break through decisively.
These so-called Never Trumpers are
divided on the causes of this failure.
Some blame the reluctance of Republi-
can lawmalkers in Congress to turn their
backs on Trump when he was at his
weakest politically in the aftermath of

egists say the base of the party Temains ~ dent January -
completely enthralled by Trump —par- ~ the system. And I h Fth i 1

ticularly working-class, rural and less ~ would try”” Others blame poor and ineffective
educated conservatives who have no campaign strategies and messages.
dms ab: ing hir inand dless of the lowa result, Wll}l the rxpephun of Chnshc, most of
are energised by the prospect of his it may be i in for presi-
return to the White House. New who step in dmn i is and Haley, for
That loyalty is despite the stain of and act as a bulwark agai = B front Trump ina

Trump’s failed efforts to subvert the the former president. ythalwasmnmskm:mdcﬁemvt
Inthe New England tate, whichhasa Many take issue with big party

results of the previous contest, the
string of 91 criminal indi filed

Repub-

against him since he left office, and his
increasingly authoritarian rhetoric —
includingthe promiseof sweepingretri-

bution against foes.

Ticans and fewer evangelical Christian

voters, Trump's lead is far narrower

than in lowa, makingit possible that he
d by Haley.

According to the FiveThirtyEight
average of national polls, 60.4 per cent
of Republicans back Trump, compared
‘with12.1 per cent whosupport DeSantis

Her chances were further bolstered
when Chris Christie, the former gover-
nor of New Jersey and ardent Trump
ritic, dropped out of the Republican

and11.7 pes

donors, who struggled to coalesce deci-
sively behind an alternative to Trump.
Yet others say it is the Democrats’
fault. In the aftermath of the multiple
indictments from prosecutors in New
York, Atlanta, Washington and Miami,
vast swaths of rightwing America
rushed to Trump’s defence rather than
use the opportunity to look for a new
leader. Their rage has been com-
pounded by moves by Colorado and

raceon eway for
In Towa, Trump’s advantage is only  most of hi way.
slightly narrower: 52.3 per cent of i youget

Republicans in the Midwestern state
support Trump. Haley isin sccond place
‘with 17.1 per cent and DeSantis in third
with 15.7 per cent. Even if Haley or
DeSantis perform better than expected
today, they would still face an uphill
to dethrone Trump..
“His lead i diti

an upset,” says Bill Kristol, a prominent
conservative

ip Tru
Iots on constitutional grounds because

in the Ronald Reagan and George HW
Bush administrations.

Haley, whois 5Land alsoserved as the
governor of South Carolina, in many
ways embodies the traditional estab-
lishment of the P which

notjust numerical, it is intensity. Trump
voters can’t wait to vote,” says Frank
Luntz, a veteran pollster known for his

work on th party’s messag-

is fiscally conscrvative, busincss
friendly, open Lo international trade,
hawkish on foreign policy — and wed-

ing, “I’s very hard to beat somebody
like that.

“It’s prmy much cooked,” says one
senior Republican strategist who has

Haley and DeSantis fight for second place

in lowa

Voting infention G2
One dot=one poll conducted within the past 30 days

Donald
Trump.
Nikki

Haley

Ron
DeSantis
Vivek
Ramaswamy
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“It began with the search of Mar-a-
Lago and the documents. Republicans
Tooked at this and said: My God, the
government s being used as a weapon

Donald Trump,” says Luntz.

In the final stretch of campaigning in
Iowa, Haley has marginally been more
aggressive in attacking Trump. “If it’s
Donald Trump, there will be four more
yearsofcaos? shesud durtnga debate

e e e
and great about New Hampshire,” says
Eric Levine, a Wall Street bankruptcy
lawyer and Republican donor who is
backing Haley. “Trump can be
stopped.”

As she has gained in the polls, Haley
has boosted her fundraising as deep

cketed anti-Trump Republican
donors from Wall Street and US busi-
ness rushed to finance her run, which
has allowed her to blanket lowa and
New Hampshire with adverts to pro-
‘mote her candidacy. Her supporters
point to several polls that suggest she
would outperform both Trump and
DeSantis nationally and would win ina
"head-to-head match: Biden.

But many still doubt her ability to
confront and defeat the former presi-
dent in the nominee race. Even as he
bowed out, Christie failed to endorse

if she can weather the
blast of attacks from both Trump and
DeSantis, who are accusing her of being
too close to the establishment and cap-
tive to “globalist” and “corporatist”
interests.

“Voters are very clear about not want-
ing to go back to the Republican party
before Trump,” says Sarah Longwell, an
anti-Trump Republican who conducts
focus; ps with voters.

Even on Capitol Hill, Trump has a
growing legion of supporters among
Republican lawmakers — and far more
endorsements compared with either
Haleyor DeSantis.

Amongthem are House Speaker Mike
Johnson, majority leader Steve Scalise
and most recently John Barrasso, the
Republican senator from Wyomingand
the party’sthird highest-ranking mem-
ber of the upper chamber of Congress,

images

Tm feeling
good about
Iowa and
greatabout
New
Hampshire
. Trump
canbe
stopped’

loing “1 to hopes of defeat-
ingthe former president even before the
voting had started. “It just gives the
Republican primary voter the impres-
sion that it isall over;” he says.

tthe White House, the sight

of Trump comfortably

leading the Republican

pack is generating mixed

emotions. On one hand,
Biden and Democratic officials have
long expected Trump to be their chal-
lenger in November and believe they
have the right political recipe to defeat
him, asthey did in 2020.

On the other hand, recent general
election polling, combined with Biden's
low approval ratings and broad dissatis-
factionwith the direction of the country,
have triggered anxiety among Demo-
crats about the president’s capauty o
recreate that same winning coalition.

Biden’s camp is betting that improv-
ing economic data and continued anger
about abortion restrictions will help win
over swing voters. But their main wager
is that the president will get over the fin-
ish line by highlighting the fundamental
dangerto American democracy.

“Ithink this idea that democracy is on
the line is real. I think it will resonate.
There’s going to be a choice,” says Rob-
ert Wolf, a Democratic donor and
former chair of UBS Americas who sup-
portsBiden.

The former president’s own rhetoric
has only boosted Biden’s case. In rallies
and on social media, 'Ihlmp has called
his opponents “vermin”, has said that
immigrants are “poisoning the blood” of
the country and has described con-

January 6 rioters as “hostages”.

Meanwhile, the impact of the crimi-
nal trials that Trumpwill have to face as
he wages his campaign for a second
term in office is a big wild card in the
race. Some polls have suggested that
voters, particularly independent and
swing voters, will be far less open to
Trump if he is found guilty in
court. “Trump is very likely to be the
nominee. Ithink he's also very likely to
be convicted,” says the senior Republi-
canstrategist.

Longwell, the anti-Trump Republi-
can, expects that by election day Biden
may have the edge simply because the
former president remains such a toxic
force in American politics beyond his
large hardline rightwingbase, even ifhe
triumphs inlowa.

“People right now know what they
don’t like about Joe Biden,” she
says. “When Trump is back front and
centre, they will remember what they
hate about Trump.”
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The delicate geopolitical balance around Taiwan

Lai’s presidential victory
is @ moment for all sides
to exercise moderation

The victory in Taiwan’s presidential
election of Lai Ching-te —a man Beijing
has described as a dangerous separatist
— gives the ruling Democratic Progres-
sive party (DPP) an unprecedented
third term in office. On the eve of the
polls, China’s People’s Liberation Army
‘warned that it remained “on high alert
to smash “Taiwan independence’ sepa-
ratist plots in any form”, But Lai’s win
broadly represents an endorsement for
continuity from Tsai Ing-wen, who has
held office since2016.

In their initial after the

exchanges and co-operation”. Lai, for

his part, appealed to Beijing to find ways

to reduce tensions. In 2 news confer-

ence, he recognised an “important

responsibility to maintain peace and
stability” with China.

Such moderation is welcome. The
tensions across the Taiwan Strait, the
180km body of water that separates
the island from China, make this one
of the world's most nlangemus flash-
points. Beijing claims Taiwan as part of
its territory and threatens to attack
it if Taipei resists unification indefi-
nitely. The DPP' Taiwan

avoid crossing them in word or deed.
An early such test was the expected
arrival in Taipei late yesterday of a

aspartof China.

Yet in spite of the responsible initial
rhetoric, the inflammatory nature of
regional geopol
unchan;

elections, both Beijing and Lai sounded
a relatively conciliatory tone. China’s
Taiwan Affairs Office said it would
“work with relevant political parties,
groups and people from all walks of life
in Taiwan to promote cross-strait

the fortitude and balance of Lai’s
administration, are set to encounter
multiple and persistent tests. Both
sides, as well as governments in the
west, should clearly recognise the “red
lines” in cross-straits relations and

Beijing should
refrain from

controlof the legislature, the result still
represented a message of defiance by
Taiwan voters towards Beijing’s pre-

Opinion Society

Whatis the right age
for a politician?

Ben rckey

Miranda
Green

hen, in the closing
weeks of 1783, Pitt
the Younger became
Creat Britain’s young-
est ever prime minis-
ter at the tender age of 24 — a record
e retains in today’s UK — his govern-
ment had a poor prognosis. It was
dubbed “the mince pic administra-
tion” on the assumption it would
not last much beyond the Christmas
period, while satirists mocked the
“infant Atlas”. Was the nation safe
with “a kingdom trusted to a school-
boy's care”?
But Gabriel Attal, the fresh-faced
34-year-old appointed last week as
French PM, should be by

11

Conservative and Scottish Nationalist.
BothTony Blair andJohn F Kennedy
won power at the age of 43: Blair
talked upa “young country”; JEK was
the symbol of an optimistic future
after two terms of Eisenhower, by then
70. David Cameron was also 43 when
he became UK prime minister — no
Pitt, but his smooth visage proved a
useful, upbeat contrast during the
2010 election with Gordon Brown's
careworn features, with 13 years of
Labourin power etched on them.

In recent months, Tory strategists
casting around for attack lines to use
against the opposition leader Sir Keir
Starmer have had ago at his age — the
Labour challenger is 61 to Sunak’s 43,
the magic moment for Blair, Cameron
and JFK. But it smacked of despera-
tion; the attempt to portray Sunak
as the change candidate has since
been dropj

Asforthe SNP 58 year-old Humea
Yousaf’s he freshstart

Pitt’s example: before his untimely
death, the Georgian premier went on
toa successful near 20-year, two-term
career in the top job and still makes
the lists of great political leaders.

Attal has not yet reached the dizzy
heights of command: as number

Among western
democracies preoccupied
with youthful vitality, the
US is a glaring exception
two to the French president, his

mentor, he has been described as
“baby Macron”. Speculation is rife on

aftertaking over from Nicola Sturgeon
as Scotland’s first minister in March
last year seem dashed: the party,
which has been the largest in the
Scottish parliament since 2007, is
embroiled in scandals and down in
thepolls.

Steve Richards, author of several
books on Britain’s political leaders,
disputes the idea of 43 as a modern

Letters

e e e T ey election threats.
cials due to “convey congratulations  EAENING It is now incumbent on all parties to
from the American people”. military focus not only on how to preserve peace
Although China objects toany official ~ manocuvres across the Taiwan Strait but alsoon how
contact between the USand Taiwan gov- toreduce tensions.
ernments, theartful construction of this Beijing should refrain from conduct-
delegation reveals sensitivity on Wash- ing threatening military manoeuvres
ington’s part. In choosing former rather around Taiwan and tone down its
than serving officials, the US is main- threats of military action. Laiand other
taining an aura of unofficial ties with Taiwan officials should maintain the
Taiwan. The US visit also has ample rhetorical discipline shown by Tsai dur-
precedent. Simil ing her presidency and seek to foster at
patched by the US governments to Tai- least people-to-people exchanges with
2000,2008 and 2016 after polls in mainland Chinese counterparts. The US
which Taiwan elected a new president. should carefully calibrate its official
China, however, should realise that its communications on Taiwan, care
repeated and longstanding threats not togoad Beijingunnecessarily.
towards Taiwan, often issued in blood- The current geopolitical balance
curdling language, have been counter- around Taiwan is both incendiary and
productive to its own objectives and to fragile. But it remains immeasurably
preserving peace in the Asia-Pacific preferable to the alternative: the erup-
region. Although Lai received only 40 tion of conflict across the straits that
per cent of the vote and the DPP lost could escalate intosuperpower war.
Emaik ettorseditorgficom
Inciudo daytima telophons number and full address
e
ifyousro sppesl

10the FT EdHoral Complaints Commissionar. complintscommissioner@ft.com

Indian data may be overstating the economy’s performance

In arecent FT article (“Modi has driven Simi]arly, tl|e rhm ‘household i i inthe

growth and helped poor but recordon | doe: where a maj If ed quallty of education and skills the rise

jobs is wanting”, Report, January 10) low-) pmdnmvnw srl.f (mpluycd who mionml wark:rs, itis d.lfﬁul]t to in growth rates in future remains shaky

John Reed and Andy Lin show, using suife from e reason forall i i

data, that the last 10 years have been. ities — and the. thel 1

one of mixed economic successin increased numbers of discouraged ‘mentioned in the article based on the Another basis of future productivity

India, fusion Iabour force d not. survey by an i ink-tank is | rise has to be research and

with. But the data in some ways the jobless data. hat ithout an e Tl

overstates the performance or does not On poverty trends too the article examination of how actually that performance of which the article duly

capture some of the problems. uses World Bank data but that isonlya | imputation problem has been resolved. | notes. But this is not unrelated to the
For example, data for gross domestic | modified estimate based on surveys The article mentions the continuing | large rise of concentrated, oligarchic,

product growth inadequately reflects from the Centre for Monitoring Indian decline in infant mortality, but not the crony-capitalism, which is good for

the conditions in the informal sector, | Economy think-tank, which some very slow progress in child profits but not for productivity.

and it is that sector which was istici i i (stunting, wasting, ctc). It | Pranab Bardhan

particularly harmed by the policies of | mumbers for the poor. also overlooks the decline in private Distinguished Professor Emeritus of

demonetisation and unnecessarily For many decades India has not investment and savings rates overthe | Economics, University of California

harsh lockdowns during Covid.

carried out official surveys on

past 10 years. With that and without

Berkeley, CA, US

Where is Italy in the
taxonomy of political risk?
In “Macron attempts a reboot” (FT
View, January 11) you rightly argue
that “therise of France’s far right is
part of a broader European
phenomenon”, adding that “the risk,
ough, is more serious in France
in parliamentary systems such asthe
Netherlands, Sweden, or even
Germany, because of its powerful,
directly elected president”.

In reading this, one wonders what is
the place of Italy in this taxonomy of
risk, at a moment when the
government is trying to introduce a
controversial constitutional reform to
directly elect the president of the
Italian council of ministers.

Isthe risk inevitably weaker than in
France but potentially stronger than in
the Netherlands, Sweden or Germany?
Giovanni Farese
Rome, Italy

Trump is no Mafia don,
but why chance it?

Gideon Rachman (“Why Istill believe
in America’, Opinion, January 9)
underscores his belicf in America by
absurdly quoting Amerigo Bonasera, a
fictional character who seeks an

ideal: it's good f
of energy, he admits, but never having
been part of a previous government
proved a problem for both Blair and
Cameron — “better for them to have
been10 years older with experience of
government”,

The ill health that plagued Labour’s
postwar administrations showed the

bor-
dinate in age (Elisabeth Borne, 62,
female, and therefore never a Macron
‘mini-me, resigned after less than two
years), will end like Caesar’s sponsor-
xlup of Brutus: is it a chance for the

’s bailout in
Francis Ford Coppolas The Godfather.
And then Rachman equates former
president Donald Trump with Don Vito
Corleone himself, Marlon Brandos
character. Amerigo Vespucci, the
Italian explorer and navigator whose:
name is said to be from where the term
America s derived, must be spinning

Marlon Brando plays Mafia patriarch
Don Corleone in “The Godfather”

be reducing Mexican houscholds’
e L e Tt
Currently ranked second only to India
in remittance receipts, Mexico’s heavy
reliance on these funds is a significant
economic factor, but not necessarilya
sign of domestic economic strength.
Aylin Perez

New York, NY, US

Let’s hold Rio Tinto feet to
fire on the Guinea mine
Fascinating to read about the Rio Tinto
mining endeavour in Guinea (“Rio
Tinto set to start world’s biggest mine

project”, Report, January 8).
Further, I notice that Rio Tinto touts

Turbulence at Boeing is Disqualification will not
chance for real reforms right Post Office wrongs
Peggy Hollnger s on target with her | The Post Office scandalis justthe latest
picce on Bocing on in aseri

important point (“Troubled Boeing’s
‘mid-flight drama is another severe
blow”, Opinion, January 9).

Boeing needs to be an engineering
and manufucturing.driven company.

haveled to public calls for senior
executive accountability (ET View,
January 9).

‘Aswith the financial crisis, public
anger has been aroused by the contrast

The 1997 ith joy
McDonnell d cost ! ffered
controls above all else. Movingits bymd:wdun]s harmed by the activities
Seattle to Chicago of th i those :x«:uhv:s led.
and Virginia mad if the defence —if datall —is

contracting business were the cash cow
and growth engine, as it is with
Lockheed Martin Corporation and

most hkfly 1o take the form of director
disqualification. But thisis wholly
inadequate.

General Dynamics. Disqualification is usually not
But that’s not e case for Bocing, imposed where direcors are mercly
and this weakness evenifth

wreak havec on Boeing Commercial
until everyone, including Southwest
Airlines, switches to using Airbus,
which will force Boeing to make the
necessary changes.

The US government might not like
Airbus having a monopoly on
airframes, but.

harm. Very serious incompetence is
required, and this can be difficult to
establish. As seriously, disqualification
provides for neither financial penalties
for directors, nor compensation for
third parties such as sub-postmasters.
It does nothing to rectify the perceived
Pt P

airlines to buy Bocingaircraft —
especially when passengers will fear
their flight falling from the sky.
Dennis Gerson

Colleywille, TX, US

A chain-smoking Azores
legend: my maths teacher

Asa veteran reader of the FT, Iagree
with Richard Styles (“A farmer makes
the case for teaching Pythagoras”,
Letters, December 30) about the
usefulness of Pythagoras.

financially while others are harmed. It
is time that this accountability gap was
addressed, and the law reformed, if
justice and deterrence are ever to be
achieved in the wake of these scandals.
Afirst step would be the
introduction of a power to impose
financial penalties to accompany
disqualification which could be paid to
those who had been harmed. A second
step is for these expanded enforcement.
powers to be granted to the much-
delayed Auditing, Reportingand
Governance Authority rather than

dangerof in his grave.
Thatcher waslucky to Trump isa il candid Thope the
et | el e || B e oy
but fit and incoherent and il
energetic. .. tooenergetic!” sheer divisivencss make him a threat to mmqmmnmm ambitious project.
The glaring cxception among | Americal republic. nance do

to thi

betray the
n]rlerman’:'

The promotion of Attal looks like
a sign that Emmanuel Macron is
banking on the French electorate

aving stereotypical assumptions
about age and energy levels. The
president, himself only 46, was the
youngest ever to be elected in France
in 2017, at 39. But these days his
administration badly needs an injec-
tionofoomph.

'However, do such Operation Young
Mmdsever.eauydehvuwnpmm

ith can be:

reoc
pation with youthful vitality, is, of
course, today’s US. America’s consti-
tution demonstrates an opposite
goncern, blocking anyone under 35

ming president. This year’s
White House contest 1s likely to be
the battle of the gerontocrats,
pitting incumbent Joe Biden, now 81,
against Donald Trump, 77. Both
broke the upper age record when
inaugurated the first time around.
Observers are struggling to use even

“The US is not Hungary” — as
Rachman notes — and America can
surely survive a second Trump term,
but wl|y clnnce i

ht to heed

often go together, as T've seen around
the world. 'm not in the forecasting
business, but my guess is that ESG will
in a few years reside on the slag heap of

Opposi
Niccolo M.-.d..mu. “The people, as
Cicero says, may be ignorant, but they
can recognise the truth and will readily
yield when some trustworthy man
explains it to them.”

Rosario A Iaconis

Mineola, NY, US

Mexico's over-reliance on

of them with

tage.” according to Steven F:eldmg,
emeritus professor of political history
at Nottingham university. For an

a hopeful

any conviction.
It is “a sight to make

remittances is the problem

ident Andrés

But I predict there will be a
replacement for it.

Scott Rasmussen

San Frandisco, CA, US

“The Ascetic’ — my idea of

an FT Weekend column

Your letter correspondent John Gaffney
(Letters, December 16) brings a
philosophical angle to HTSI The

nations stare” as the satire on Pitt's
ip put it, but for the

du]lenger it highlights the vigour

opposite reason. Perhaps the US

Manu:l Lépez Obrador celebrates the
record remittances sent by Mexicans
living in the US, it’s crucial to recognise

Bidenand Trumpto that this increase is not an inherent
liul., Ficldingadds, itwor'twork “at Lok for some Macron-style mini-me achievement of the Mexican economy
the end of a longspell of your party in  protégés. O ., (“Suspici over Mexi
power”. It a salutary warningnotjust  we should pray they do not. boom in US remittances”, Opinion,
to the French government but two January 10).
of the UK’s i bent parties, d ft. Amore celebratory milestone would

and its section “In my
fridge you'll always find” (EITSI).

In my own fridge you'll always find
some items from the reduced shelfat
my local Co-op shop.

Perhaps I might be the first to feature
in a new column in the Financial
Times: “The Ascetic”?

David Cole
Dunmow, Essex, UK

schoolin
1974, 1 noticed that my history teachers
were excellent. T never forgot their
names — Olimpia Gil, Francisco
Maduro-Dias and Paula Cristina
Lourengo. Maths teachers, on the other
hand, were appalling, I can’t remember
any of them.

The only reason I didn't “fall off the
ladder” was because of Manuel Vasco
Montalverne Sequeira who, for 50
‘years, taught maths privately to12 to
15-year-old students in Angra do
Heroismo. A legendary teacher, who
never attended university and chain-

Insolvency Service as currently
proposed. While the Insolvency Service
can take action against directors of
solvent large companies, it chiefly
focuses on small insolvent companies.

Yet as the Post Office scandal and the
financial crisis demonstrate, the public
demand for legal accountability is at its
greatest, and the accountability gap at
its most glaring, in relation to those
who lead our largest solvent:

companies.
Professor Joan Loughrey
School of Law, Queerts University Belfast,

smoked Marlboro cigarcttes Belfast, Northern Ireland, UK
throughout tutorials. Mister
Montalverne helped me to unlearn Postscript to playwright's
what I had “learned” throughout the . ©h
el ek dire planetary prediction
celebrated sentences was “One day With confirmation that global

his reached a new record in
grandchildren that the area of the 2023 (Report, January 10), Iam

square whose side is the hypotenuse is
equal to the sum of the areas on the
other two sides.” Five decades later I
still remember my Pythagoras.
Miguel Monjardine

Visiting Professor of Geopolitics

Institute for Political Studies

Catholic University of Portugal

Angra do Heroismo, Azores, Portugal

reminded of George Bernard Shaw’s
obscrvation that: “The longer I live, the
more convinced I am that this planetis
used by other plancts asa lunatic
asylum.” Regrettably, we have writtena
postscript: “and now the inmates have
set iton fire”

Ambrose Loughlin

Dublin, Ireland
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Immigration crackdowns are good politics but bad economics

MARKETS

Ruchir
Sharma

s migrants poured over the
southern border last year,
theybecameaneven hotter
po]mcal issuc in the US,

‘many Democrats join-
ing Republicans in calling for measures

pared with the average annual gains in
‘the 2010s, roughly tri-

expected recession never arrived.
The immigrat !

That in turn reduced upward pressure
inflation.

pled in 2023 to 3.3mn in the US and to
670,000 in the UK, while roughly dou-
blingin Canadaand Australia.

In many countries, a backlash was

more than half to 300,000. Australia
just tightened visa rules for students
dlow-ski

Inshort, the 023 —with

shortages,
x]wwlng inflation and lifting consumer
demand. Net migration to the US

unexpectedly high growth and a sur-
prisingly rapid and significant retreatin
inflation — are thanks in under-appreci-

Even Canada, which is raising its
quota for permanent immigrants, is
movingto limit the influx of temporary

alrcady under way, and
predictably. The forcign-born popula-

accounted for roughly one-quarter of
the i pending —a
hmlthyl 7[xrmm]xstyelr In Canada
the UK, the

inthe US
since 1980 and now accounts for almest.
15 per cent of the whole, a peak last
reached in 1910, when there was also a
nativist streak unleashed in American
politics and calls for stricter controls.
‘Much of the current backlash is a reac-

‘The economic conversation, however,
is heading in a different direction. It's
about how the immigration surge
hel Inin the Goldi

crossings. It is animated in part by
renewed hostili igrants and

in part by a humane desire to fix the

(neither too hot, nor too cold) of 2023,
and how the political backlash imperils

Driven by wars, hardshipand the end
of the pandemic, immi mped

Butin a period in which ageing popu-

dded about 1 per

ated
Now, the forces that boosted immi-
gration are dissipating. The Biden

orkers. France, i
toughest measures, is limiting welfare
for fm’elguers making it casier to

The surge contributed to
easing labour shortages,
slowing inflation and lifting
consumer demand

The exact impact on the labour force

lations are gutting world-
wide, migrants also provide a practical,
much-needed boost in labour terms.
Thanks to both i and more

worldwide last year. The net increases,
covering legal and illegal migrants, hit
‘multi-decade highs in many of the most
popular destination countries. Com-

Americans returning to work, the US
labour force in 2023 grew three times

is more uncertain, since it is hard to
know partic-

ularly among those wh d ille-

immi-
grantsathebordernrecord bigh -
bers, and

mhz:nslnp for children born in France

tighten enforeement furthen iFRepubl.
cans backmore funding for Ukraine.
The US Border Patrol encountered

These steps may be good politics,ina
world turning weary of outsiders, but
they are questionable economics. By

immigrants in the last week of Decem-
ber than in earlier weeks. That may bea.
Christmas pause, or it may reflect the
waning of the post-pandemic rush.
Either way, an emerging immigration
bust threatens the outlook for 2024,

the USwould need to

letin nearly 4mn; \Ls & year, every

Year, to prevent its population growth
i ive in the comi d

Victims of crime
could benefit
_from anew

ID system

Natalie
Byrom

12013, Helen Pearson was repeat-
edly stabbed ina church yard after
being given a new reference
‘number foreach of the 125 previous

rts she had made against her

And most developed economics are
much farther down the road to popula-
tion decline than the US. Smart politi-

gally, got jobs. But the impact was large
enough for Federal Reserve chair Jay
Powell to mention in his December
press conference, when he cited immi-

given

The blg risk is that ]aglnmu con-

tion, and ].lmmng the cconomic fallout

cerns over illegal i
torestrictor discourage the flow of egal

faster than the
This helps explain why the widely

gration picking up. fthe factors
that cased supply bottlenecks last year.

as well. The UK recently
took steps to lower immigration by

ofanti-i

The writer is chair of Rockefeller
Internatior

stalker. The failure to link these reports
‘meant that the police had missed vital
opportunities to prevent her being
attacked.

Had Pearson been given a unique ID
number, against which all her interac-
tions with the police were recorded,
officerswould have been able to spot the
escalating pattern of harassment and
accurately assess the risk posed by the
stalker — giving them the chance to

America needs
straight talk
ontrade

Rana
Foroohar

rade policy is where the
rubber meets the road
between Joe Biden’s two

start campaigning on a hardline Amer-
icaFirst trade policy.
‘These are legitimate concerns. Robert
Lighthizer, the former US trade repre-
sentative under Trump, has already
been on Fox News decrying the deal.
Lighthizer successfully put pressure on
Japan to limit exports of steel, cars and
other goods as deputy trade secretary in
‘the Reagan administration. Now he is
articulatinga point that many onthe left
andin labour organisationswould agree

American workers and
‘American allies. Consider the recent
statement about Japanese giant Nippon.

‘with. There is an inherent

between laisscz-faire frc-trade policy,
which assumes an cven playing ficld
without subsidies or national security

‘were

There'sa be made, for

Ormaybeit could be,ifa

to commit. ised labour and no

al 1 di war
global supply chains, who would get
preference for Nippon's US steel pro-

Chinese operations. Who knows? That's
the point here — the world is desperate

Steel’s b)d for

S Steel by
iser,L

interests, and state-run

‘While Biden welcomes “manufactur-
ers across the world building their
futures in America with American jobs
:md Amemu ‘workers”, she slld. ‘he

Japan, unlike China, is not state run.
But in some ways it presents a more
complex challenge for the regulatorsat.
the Committee on Foreign Investment

this ic
American-owned company by a fm'elgn
entity — even one from a close ally —
appears to deserve serious scrutiny in

national

e (e e e G U
finessed away with legal agreements
should the merger be allowed to go
through. But there is a deeper issue at
stake. What, exactly, is the Biden

ity from the US on trade.
‘Why hasn't it come yet? In part
because of differences in how officials
see a decoupling world. Some in the
commerce and security sectors are
eager to cut new trade deals with allies

? And how
does it differ from what Trump's would
7 Jected?

in the United States who'll be lookingat.
the deal.Japan isan ally. But Nippon has
subsidiary in China. This

raises the question of just how much

America’s allies want to know. And
e : 2

terms ofi

thatthey

Translati

are being given mixed this

PmiLy i

5, we'
as Japan that we want to hold them
closer as we try to decouple from China.
in strategic areas like steel, chips, elec-
tric vehicles and so on. But we are still
‘worried that they’ll work with China,
preference their own homegrown pro-
duction in a pinch, or shift steeljobs to
low-wage right-to-work states where
union algm'usmg is more difficult. And
thiswi look bad at

score, Friend-shoring is supposed to
i suchas Japan. But when

particularly in Asia. Others, such as US
trade representative Katherine Tai,

example, that America’s clean energy
subsidy system could work better for
the Global SuuthlhsnEnmpesmbon

In some sectors of government, such
as education and social care, IDs are
increasingly seenasa crucial waytobet-
ter services. In the justice system, how-
ever, theidea of unique IDs for victims s
stilljustan idea.

In 2023, Iworked with victims’ groups
to try to understand how issues with
data were affecting our ability to help
victims of crime. The findings were
alarming — the groups reported that, at
present, data on victims of crime is
inconsistently collected and often not
linked —within or across the agencies of
thecriminaljustice system.

The failure to introduce measures to
improve the way that dataabout victims
is collected and shared has had serious
consequences — particularly for those
who are subject to offences character-
ised by patterns of repeat behaviour,
such as domestic violence, stalkingand
antisocial behaviour.

The draft Victims and Prisoners bill,

The failure to improve
the way that data is
collected and shared has
had serious consequences
‘maling its way through the House of
Lords, promises to: “put victims at the

heart of the criminal justice system”. It
is \‘l.iﬁicu]lm see how it will achieve this

tieulary I techmelogy trassfcr frora the
US was offered up in exchange for sup-
ply-chain and resource sccurity. Some

data systems, which
m]lnnlbcrdormndundcxﬂhcdnhlqg—
islation, are set up to render victims’

trucpctures and hisory invisbe

emerging markets seem to
into the Biden administration’s “bottom
up and middle out” approach to sup-

Jdalso sup-
lx)rlﬂmmnnanufnzwd.lglmlsemms,
keeping victims updated on the
progressof their ingor

porting working people through cco- neof
nomic policy. y they
ter of e § (o B et e e

trade paradigm based on a shared
approach to labour and the environ-

advocated for the view in a LinkedIn
post a few months ago, saying Taf's

Such a system would also create the
infrastructure for monitoring compli-

ment. Thi

Sl T cm.mrs
“keiretsu” systs

itcomes to the most strategic industries,

ms:d them, and I_hnt like

approach

the mc:mi.hebnm]m nfth:lmm
Post. =

years. ithin the
ini have a good case. But

mﬁ:shamm:mhlpand businessrela-
tionships (which tend to favour domes-
tic players) presents a challenge. This
'US administration is committed, under
section 232 provisions of the Trade
Expansion Act, to raising domesticsteel
outpllt long term. Can a

e D e

multinational company in Asia really be

‘White House won't be able
to sell its approach unless it
puts more meat on the
bones of Biden’s policies

1 Cronitl e 30 (i, i
some allies, such as the EU, do not. 1
would also argue that the White House
won'’t be abl

they haven't made it wellenough yet.

They should be allowed to do so. No
one can beat Trump at America First.
The Biden admi needs to

rest of the world unless it puts more
meat on the bones of how Biden's trade
policies differ from Tmm}fs, and why
they are better than others.

clarify its own approach and why it's
superfor.

rana foroohar@ft.com

ECONOMICS

Martin
Sandbu

n'herun -upto a summit on Febru-

A grand bargain on the next EU budget is possible

one. The need for boldness, however,
didnot passwith the lockdowns.

The next multiyear budget must be
planned for an era of great strategic
imperatives. It will have to be signifi-
cantly larger than previous ones. In
part, this is due to the political commit-
ment to Ukraine’s membership talks.
Designing a budget going up to 2034
‘which did not provide for Ukraine join-

hawk and a defence hawk when war
rageson your border.

At the same time, how money is spent.
has to change. One consistent message
from net contributors is that the next
budget cannot just “add on” Ukraine —
and the transfers that entails — while
leaving everything else as it currently
is. As the main priority changes from

sol:dxrn:y" of rich with poor countries

are

ghngmu:uplaosccnds mLh:m]rl—

term review of the current EU

budget, which runs from 2021 to
2027. Time spent on this is time not
spent on lookingahead. Evenif the next
budget is years away, it is urgent that
political leaders lift their eyes to that
‘horizon.

On the normal schedule, the first pro-
posals will have to be made next year.
But on the normal schedule, leaders
mkeymrsmlmggle over hundredths of

not

ingby
to Vladimir Putin, ontop of beingterri-
blefinancial

The budget also needs to match the
task of decarbonising and digitising the
European economy and beef up the
region's ability to defend itself. That
requires massive investments, not
enough of which will be done if left to
national budgets. And to the extent that
national budgets could do the job, unc-
qual subsidics between more and less
fiscally powerful states would ruin the

over the strategic role a budget should
play. In the pandemic, they showed stra-
tegic thinking by creating the Recovery
and Resilience Facility, a separate one-
off budget almost as big as the regular

The penny will dropsooner or later in

common threats and

In the pandemic, there was
strategic thinking. But the
need for boldness did not
pass with the lockdowns
challenges, so must the composition of
the budget.

Forginga new common vision of what
the budget could do takes time. The

limited to haggling over relatively

small adjustments within the existing
rk.

Thisis also a fruitful time to think big

because of fresh o imminent lessons

contributing states to want to simply

Victims Code, which sets
outwhat victimsare owed, in real time.
Recording compliance with the code
and linkingit to the relevant victim ID
would mean that those in charge could
routinely monitor disparities in the
experience of victims of different types
of crime, or from different backgrounds
—andact to address them.

In terms of improving the design of
services and policy, better demographic
data on victims of crime, linked to the
reasons why they withdraw from prose-
cutions, could help to create effective
support services — reducing victim
withdrawals and addressing one of the
key drivers of cost across the criminal
Justice system.

The failure to address existing issues
with data is a problem of vision and
ambition, not technical feasibility.
Unique identifiers for both victims and

already in use by coun-

engage on the merits within the broader
budget discussion.
The contours of a grand bargain

tries suchasFinland —which frequently
appears near the top of comparison
indices measuring the quality of justice

from other Oneis

with separate budgets. It has been sug-
gested, for example, that Ukraine could
e Funded on an g ot

ients is clear enough. It would involve
amuch bigger budget, but a markedly
different ition, shifting spend-

267 basis to overcome a Hungarian veto.
The recent Franco-German group
tasked with imagining treaty reforms

ing from old to new priorities. It would
prefer direct common procurement or
RRF-style allocation methods over old-

d co-funding. It would

ets for purposes not everyone wasready
to endorse.
The RRE, which uses common bor-

focus much more on pan-European
public goods — think power grids and
defence procurement — and might bea,

ber states for projects agreed with the
commission, has also shown that it is
possible to do thingsin newways. While
the EU-funded national plans have not
been without problems, there is a sense
that the process of jointly agrecing
. Discus-

Each element is anathema to some
countries. That is why they must be
agreed as a package or not at all. The
role of statecraft is to get from the latter
to the former. The task of democratic
statecraft, moreover, is to involve citi-

projects has been constr

later leaders leave it, the

northern Europe: when i
needs are huge, you fru-

y they

galand a protector of the single market,
any more than you can be both a fiscal

let alone agree. 01d political positions
will be locked in and negotiations

207, and whether the common debt
issued to fund the original version
should be maintained rather than paid
down. It is a mistake for northern

o

EU voters go to the polls in five
months. The moment to start the big
budget debate isnow.

martin.sandbu@ft.com

Of course, there are potential down-
sides to introducing IDs, including the
risk that detailed information will be
shared inappropriately, or used for pur-
poses other than the improvement of
services. These could be managed by
giving the victims commissioner for
England and Wales a role in determin-
ing permitted uses of data associated
with victim IDs.

Creating robust data governance is
vital to maintaining public trust, and
making changes will require invest-
‘ment. But in a context where the crimi-
nal justice system is at breaking point,
and victim trust and confidence is low,
politicians mustweigh the cost of allow-
ingthe status quo to persist, against that,
oftakingaction.

The writer sits on the Civil Justice Council
‘and the UK Ministry of Justice’s senor data
governance panel
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