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Kremlin critic
Estonialeader
on ‘wanted’ list

Estonia’s Prime Minister Kaja Kallas,
pictured at a European Council meeting
this month, has appeared on a Russian
“wanted” list as it secks to press crimi-
nal charges against those critical of its
waron Ukraine.

She i the first political leader to join
the Russian interior ministry’s database
of 700 suspects, which includes other
Baltic politicians critical of the

Kallas vowed the Russian move would
not silence her, saying: “This s yet more
proofthat1am doing the right thing”

Moscow’s charges against Kallas, who
has put herself forward as acandidate to
be Nato's next head, relate to Estonia’s
push to remove Soviet monuments. A
Russian foreign ministry spokesperson
wrote on social media app Telegram:
“They must answer for their crimes
against the memory of those who libera-
ted the world from Nazism and fascism!”
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» Investors trim bets on
Fed interest rate cut in May
Investors have scaled back bets
on the likelihood of a first move
by the US central bank in May
after inflation eased less than
expected in January to 3.1 per
cent. Economists forecast 2.9 per
Cent.— PAGE 2; MARKETS, PAGES 869

» Macquarie star quits
Nick O'Kane, head of the roaring
commodities business at the
Australian financial group, isto
leave after almost three decades.
He was paid more than his own
chief cxceutive last year.— Paces

» US Senate backs Kyiv cash
Lawmakers have approved a
$95bn funding bill including aid
to Ukraine, but the legislation
risks languishing in the House of
Representatives amid opposition
from Donald Trump.— Pace s
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Former Pakistan premier Imran
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Most Nato members to hit spending
“Trump containment’ strategy

@ Planning for new White House & Flattery campaign prepared & More Russia aggression expected

goalin

HENRY FOY — BRUSSELS
AMY KAZMIN — ROME
MARTON DUNAI — BUDAPEST

that

between 2017 and 2021 al ignif-

iinee

thlwoll]dblockh]spaltyﬁm
power after ts stunning victory in
elections last week.— pace 4

» Super Bowl TV record
A record 123mn viewers saw

Sunday’s game, making it the
second most-watched

landing,
sport as the TV landscape craters.
—Paces

» Exxon accused of bullying

said Oana L Nato’s chief

icant uptick as the US president
harangued his European allies for fail-

‘most members are on track to hit a key
defence spending target as the alliance
prepares for more Russian aggression
and braces itself for the potential elec-
tionof Donald Trump.
According to three officials, Nato will
say 18 of its 31 members will this year
meet its target of spending 2 per cent of
gross domestic product on defence, with
the number likely to rise as budgets are
adjusted. “Natoexpects about two-thirds
ofalliesto hit 2 per cent in 20247 an alli-
ance official told the Financial Times.
Nato's spending increased markedly
after Russia’s full-scale invasion of
Ukraine but Trump's period in office

In 2016, only five countries met the
target. Today Poland spends 3.9 percent
of GDP on defence, ahead of the US on
3.5 per cent. Other countries range from
the UK and France, which hover around
2 per cent, to Spain, which spends just
abovelpercent.

Trump, a declared N: Dt

in November's US presidential election,
has previously threatened to withdraw
from the military alliance that guaran-
teesEurope’s defence and security.

His rhetoric has continued into the
current race for the White House. Euro-
pean leaders were shocked last week

i o
China. Finally, allies th

from2010t02023.

‘must indulge in flattery and charm to
‘win his admiration.

“There’s a lot of talk about [Trump],”
said one senior Nato diplomat. “What is
the best way to handle a future presi-
dent Trump?. . . Basically a combina-

aresolution demandingit do

more to cut emissions.— PAGE 6

Trump’s remarks on Russia have
“underscored an existing anxiety about
theimplications of another Trump pres-
idency”, said Ian Lesser, vice-president.
of the German Marshall Fund. “It could
be more difficult on many levels. For

» Bitcoin tops $50,000
The price of the cryptocurrency
‘has this week breached a level

when Trump told rally that
hewould encourage Russiatodo “what-

tion of

last seen in 2021. The increase

Despite the increased defence spend-

who

‘Nato expects about
two-thirds of allies to hit
2 per centof GDP in 2024

Nato official

Asked about Trump's comments this | reflects a sharp shift in sentiment.
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Investors pile in as minds
alter on psychedelic drugs

Latham & Watkins seals off Hong Kong
lawyers to shield data from Beijing eyes

Eroomman
NS — HONG KONG
SUTIRING - LONDON

US law firm Latham & Watkins is cut-
ting off access toits international data-
bases for its Hong Kong-based lawyers,
ina sign of how Beijing’s closer control

“There’s definitely h

The firm's policy cuts off Hong Kong.
lawyers from default access to content
in its US, Europe, Middle East and Asia
databases. Latham & Watkins is “treat-
ing Hong Kongas the same as mainland
Chinal, one of the people said, as US

of theterritoryis

firms grow

new [Hong Kong security law] . . . that
:xscnua]]y puts HongKong data laws on
-with China’s,” one of the people said.

Hmlgl(mlg e ey
‘month for anew security law that would
step up scrutiny on data and “state
secrets” after Chlna strengthened its
dataand anti

Promising data and positive signals rethink the way they operate. Thy
from regulators are luring high-profile It is already considered best pratice
investors fo psychedelic drug research. | The toplawfirmhastold staffthatwhile  to wall off ial client data,
Substances found in magic i defaultto to those who need to
and desert ions,relics of Chinad see it. However, the change will mean
1960s joyed a will not its  staff in Hong Kong no lnnger have
renaissance. Investors see opportunity | global databases unless default il
in raising $163mnin | give issi ingtotwopeo- i et

January alone. Mubadala it the matter.

of Abu Dhabi and Singapore’s Temasek,
bankrolled by states with fough drug
laws, have held talks with biotachs.

Latham & Watkins is also separating
its ffi the

The
for global companies operating in a city
that made its name as an international

restof Asia—it has offices in Scoul, Sin-
gapore and Tokyo — to create a “Greater

“It means if you have . . . raids in
Hong Kong, law cnforcement [can]
access [only] Hong Kong and China
databases,”theother person added.

The Los Angeles-founded firm closed
its Shanghai office last year but said
China was still “an important market”.
1t has also asked staff not to take their
work laptops to mainland China, two
peopleadded.

Last year professional services com-
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Criminal charges

Moscow puts Estonian PM on Wanted list

Action against Baltic
leader follows removal of
Soviet-era monuments

MAX SEDDON — RIGA
RICHARD MILNE — 0SLO

Russia has put the prime minister of
Estonia, Kaja Kallas, on a wanted list,
the first time the Kremlin has sought
criminal charges against a foreign
leader since it launched its full-scale

Kremlin and its war, including Lithua-  Dmitry Peskov said yesterday, adding
i inisterand dozens of law-  that the “hostile
‘makers in Latvia. acts” against Russia.

The Estonian premier called the Rus-
sianmove “nothing surprising” and said.
it would not silence her. “This is yet
‘more proof that I am doing the right
thing — the EU’s strong support to
Ukraine is a success and it hurts Russia,”
shesaid.

The interior ministry did not detail
the charges against Kallas but the move.
comes after a s:mqr Russian law

Russian foreign ministry spokesper-
son Maria Zakharova also implied the
charges against the Baltic politicians
were tied to the push to remove Soviet

orating the dead i

dent of the | Criminal

way and will not be pm]nb:md but that
itshould be done in the right place and
that is at a cemetery, where it can be
done with dignity,” Kallas said at the
time.

The popularity of he Estonin prime
minist

the
region after the full-scale invasion of
Ukraine. “They must answer for their

ter, forward as

Court. Last year the ICC issued an arrest
warrant for Russian President Viadimir
Putinin connection with his alleged role
in the deportation of children from
Ukraine to Russia, which would consti-
tuteawar crime,

Almost 400 f wanted in

acandidate to become the next head of

thosewho
liberated the world from stlsm and
fascism. And this isust the

h

invasion of

Kallas was listed as wanted in the Rus-
sian interior ministry’s databasc of sus-
pects, independent news site Media-
zona reported yesterday, alongside
other Baltic politicians critical of the

n investi-
gation into Estonia’s efforts to remove
Soviet-cra war monuments.

‘wrote on social media app
Telegram.
The Estonian government agreed in

“These people are
decisions to essentially mock hm.onual
Kremlin

monuments o 1 public spaces. s

memory,”

Nato, was dented last year after it was
revealed -owned by
herhusband had been doing businessin
Russiasince the Ukraine war began.

Russia’s charges against Kallas are
among 700 cases against foreigners,
which have clear po].mca] motivations,
according to

Four Polisl cittzens are also on the
list, including Piotr Hofmariski, presi-

Russia for fighting for Ukraine in the
war, alist that appears to be solely based
on one post by Rybar, apopular pro-war
blogger on Telegram.

A further 174 Ukrainians, including
three former defence ministers and two
former commanders of the armed
forces, are also wanted for alleged

tothe invasion.
Additional reporting by Raphael Minder in
Warsaw

Price pressures

USinflation
inches down
and leads to
scalingback of
rate cut bets

KATE DUGUID AND.
HARRIET CLARFELT — NEW YORK

Investors have scaled back bets that
the Federal Reserve will begin cutting
interest rates in May after data yester-
day showed that US inflation eased

less than expected in January to 3.1 per
cent.

The likelihood of a rate cut in May
implied by futures markets has fallen
from 50 per cent to 30 per cent, while
the chances of a cut in March were

Rare protest outside Kremlin
sheds light on the “unfair’ time

soldiers spend on front line

POLINA IVANOVA
RUSSIA CORRESPONDENT

In early January, young sports instruc-
tor Tatiana took a nine-hour bus ride to
Moscow to visit the ministry of defence
and demand her boyfriend, conscripted
to fight in Ukraine, be allowed home.

Her partner is among the 300,000
‘men called up in a draft in September
2022 and deployed to the Ukrainian
front. Now, 16 months on and with no
end totheir military service in sight, rel-
atives are clamouring for their release.

Their frustration leaves the Kremlin
in abind, caught between the need to
keep boots on the ground, nearly two.
years into the invasion of Ukraine, and
the political imperative to keep soldicrs’
families, the symbolic backbone of
patriotic support forthe war, on side.

“I was never much into politics
before,” Tatiana said shortly after her
trip to Moscow, where she handed let-
ters to the ministry. “But, damn, it’s
been over a year. The guys are
tired - . . As for us, our physical, emo-
tional and mental resources are not lim-
itlesseither”

In Russia, men whosign upas “volun-
teers” to special army battalions for a
wage can usually go home after six or
nine months. Many recruits from jails
have been able toserve six months and,
their crimes pardoned, return home.

Yet no time limit has been set for
recruits mobilised in September 2022.
Russian officials have gradually sig-
nalled that mobilised men are expected
to keep fighting until the war ends.

“You feel the injustice,” Tatiana said.
For her partner it was “pretty disheart-
ening to sit there and bid farewell to
some convict who's been at the front for
sixmonths and nowgetstogo home”.

The wives and girlfriends mostly
began to demand the demobilisation of
theirmen last autumn, a year after they
were called up. Around then, Tatiana
began searching for like-minded
women and joined groups online. A
sense of urgency developed as women
began leaving chat groups with words
such as: “Girls, there’s no point in me
staying, my guy has died.” This spurred
Tatianatostart “kickingup a fuss”.

Tatiana has eschewed protests to

War in Ukraine. Mobilisation

Women beg Putin to bring conscripts home

Left behind:

lling for ~ said Andrei

focuson

relatives of men
sent to Ukraine
gather tolay
flowers at the
Unknown
Soldier’s Tomb
near the
Kremlin early
this month

draftees to be replaced by freshtroops,
rather than foran end to the war. Others
are more vocal and demand a halt to
President Vladimir Putin’s mobilisation

order. D Mos-

cow this month, wearing white head-
scarves and carrying red carnations m a

Kre:
Thcywm ‘marking 500 days nfhnll"
according to Route Home, the group
that called the event. Their loved ones
“were guilty of nothing but had been
sentenced to indefinite slavery”.
The group opposes calling up any
for

of the Carnegie  “The
Russia Eurasia Centre think-tank in o
Moscow. “They're notundertakingseri-  Kremlin is
ous repression and this shows they're  gerjously
hesitating” N

But the di isunlikelytoper-  afraid ofa
suade the Kremlin torelease mobilised  [poe
soldiers. The mobiki,as they are known,
makeupa number of
Ukraine, where Moscow is alrcady
e e Y preme et s | peoplg
Pavel Luzin of the Jamestown Founda- ~ Feturning
tion think-tank in Washington. The
army is a “hodgepodge of draftees, con- from the
viets mercenarics and remnants of the front’

‘more men. “We don’t

anyone,” itsaid in a poston its Telegram
channel, where it has almost 70,000 fol-
lowers. “Cod forbid anyone has to go

o hyxdwmdhngn(ﬁn:rmrpﬁ" he sald
If mobilised soldicrs went home,
new draft would be required. “Any new

ugh -
Although criticism of the war is, in

effect, outlawed in Russia, the Route

Home march, which ended at Putin’s

election campaign headquarters, drew
little

attempt at will require
‘morecoercion and violence;” he said.

A rotation of draftces would bring
home many men disgruntled with the
reality of the war. “The Kremlin i scri

the police.
“You can see the Kremlin doesn’t
really understand how to deal with it,”

y of: of people
the front,” Luzin said.
Andrei Kartapolov, head of the

defence committee in the Duma, last
‘monthsaidreplacing the draftees would
be counter-productive, since they “have
been fighting for a year, they have
become professionals”.

“What’s stopping others from becom-
ing professional military men too?”
Tatiana said. “Ours weren't. They were
cooks, lawyers, builders.”

She stressed that she accepted the

ilisati = yearof

ord

The two-year Treasury yield, which
‘moves with interest rate expectations,
rose 0.14 percentage points to 4.6 per
cent. The benchmark 10-year yield
increased 0.1 percentage points to 4.28
percent. Yieldsrise as prices fall.

‘The S&P 500 share gauge was trading
1.1 per cent lower by midday in New
York, while the tech-heavy Nasdaq
Composite was down 1.2 percent.

The figures come asthe Fed considers
when to start cuttinginterestrates from
their current level of 5.25-5.5 per cent
afteralongcampaign to tame persistent
price pressures.

“This is inconvenient data for the Fed

‘I think this takes a March
rate cut off the table and it

makes a May cut unlikely”
t

Dean Maki, econon

and [any] plan to cut rates relatively
soon,” said Dean Maki, chief economist
at Point72 Asset Management. “I think
this takes a March rate cut off the table
and it makesa May cutunlikely”

Economists polled by Bloomberg had
forecast annual consumer price infla-
tion of 2.9 per cent, down from 3.4 per
cent in December. Core inflation, a
closely watched measure that strips out
volatile food and energy prices, was
3.9 per cent year on year in January, in
Tine with the previous month.

The dramatic overall fall in inflation
over the past year has prompted central
bankers in the US, Europe and UK to
rule out further rate increases and start
discussingthe possibility of cuts.

Fed chair Jay Powell said last month
the Federal Open Market Committee
expected to cut interest rates three
times this year, but he signalled it was
unlikely to begin doing so until more
progress had been made towards its
2per cent inflation target.

“The Fed will likely need more data to
feel comfortable [before cutting rates]”

said Kristina Hooper, chief global mar-
ket sl.mteg]sl at lnv:sm ngxcss is
still

servicewasenough.

When Evgenia’s husband was mobi-
lised last autumn, the local government
worker from Nizhny Novgorod was sure
it wouldbe only forafew months.

“No one in their right mind could
have imagined that the government
would just snatch them up and leave
them there mdaﬁnmdy, she said.

The women’s was.

penmgajqu]cklyaﬂthadwnu]rl like”

President Joe Biden said yesterday:
“At a time when growth and employ-
‘ment remain strong, inflation declined
by two-thirds from its peak but we know
there’s still work to do to lower costs”

The dollar, whose movements are
influenced by changes in rate expecta-
tions, traded 0.6 per cent higher on the
inflation data rel.

ing, said Kolesnikov, but they were
unlikely to coalesce into a broad peace
movement “because of the rigidity of
the regime, because everyone is afraid
of everything and because society has
adaptedtowar’.

Housing, vehicle insurance and medi-
cal careall added to January's price pres-
sures. Housing, the largest component
of which s rental costs, was the biggest
influence on core inflation, with the
indexrising 0.6 per centinJanuary.
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Estonian intelligence

Nato is warned of Russia doubling troops on border

RICHARD MILNE — 0SLO
MAX SEDDON — RIGA

Russia intends to double the number of
troops along its border with the Baltic
states and Finland as it prepares for a
potential military conflict with Nato in
the next decade, according to Estonia’s
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Kaupo Rosin, director-general of the
Estonian service, whose is of Rus-
sia is closely followed in western capi-
tals, is the latest European official to
warn of Moscow’s cummued app:un:

Rosin said. “We will highly likely see an
increase of manpower, about doubling,
perhaps. We will see an increase in
armed personnel carriers, mm artil-

tary spending. Estonia is planning to
spend more than 3 per cent of gross
domestic product this year on defence,
zbovemmsz permntmgegwhmh ig.

'l'hc intelligence r:pnn said the
number of troops Russia stations on its
border with Estonia might almost dou-
ble from the 19,000 that were there
before the 2022 invasion of Ukraine.

Along the 1,340km border with latest
Nato member Finland, a new army
corpswould probably consistof “two or
three manoeuvre units with around a

for conflict beyond its U

While stressing Russia was not yet
“willing to conduct any military actions
towards Nato”, he said: “We see that the
Russians in their own thinking are cal-
culating that military conflict with Nato

dozen fire combat support
units”, the reportadded.

A similar build-up of weaponry and
soldicrs along the Russian border with
Ukraine was observed in the months
leading to February 2022, when Russian

Edtloral Code of Praciice:
vt comeditoriaicode

Reprints are avallable o any FT arfcle with your
company logo or contact detals nserted f required
(minimum order 100 coples). One-off copyright
licences for reproduction of FT arfices are also
avalabie

For both services phone +44 20 7875 4816, or
alfernatively, emall syndicafion@fcom

Russian military reforms unveiled
since late 2022 indicated a “substantial”
rise in troops on Nato’s castern flank,

movin;
Troels Lund Poulsen, Denmark’s
dgfence mlmst!r hst weak warned d

Rosin said as his agency preparcd to

three to fiv years saylag that “new
 had co

military force along the Baltic states’
border but also the Finnish border,”

m ies.
"~ Rosinsaid it was up toNato allies to
deter Russia by stepping up their mili-

P fes such as France and

‘want” with Nato countries that failed to
meetthe2 per cent spending target.
Rosin said: “Such statements are
never helpful. But probably the Rus-
sians are parancid cnough notjustollis-

y

“We can manage this from our side,”
he added. “It’s not only about how Rus-
sians think. It is possible for us toinflu-

d, but they

will definitely look at the actions.”
While European countries have found
it hard to spend more on defence and in-
for Ukraine,

Donald Trump, who is secking to
become US president again in Novem-
ber clection, said atthe weckend that

Russia’s war budget is a staggering
Rbs14.3tnfor 2024, or 6 percent of GDP.
Russlan mns hmncs are ‘working

d do “whatever

Kaupo Rosis

says Russia s readying
for Nato conflict within next 10 years

and North Korea have enabled Presi-
dent Vladimir Putin’s army to outgun
Ukraine as western aid for Kyiv wavers.
Russia made 5.5mn units of ammuni-
tion last year, far outstripping Ukraine’s
own production and western supplies,
the Estonian service found. That figure
would rise to 4.5mn in 2024 while west.-
ern output remained slow, meaning the
gap between Russian and Ukrainian
forces would widen, the report said.
Still, Russia’s equipment losses inclu-
ded more than 2,600 tanks, 5,100 ar-
moured personnel carriers and 600
artillery units as of last month, it added.
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Haley mounts last-ditch bid to deny
Trump victory in South Carolina

State’s former governor trails ex-presidentby some margin but presses on with gruelling schedule of rallies

LAUREN FEDOR
COLUMBIA, SOUTH CAROLINA

‘With less than two weeks to go until the
Republican presidential primary in
South Carolina, Nikki Haley is criss-
crossing her home state in a well-
funded, last-ditch attempt to usurp her
former boss, Donald Trump.

It remains a long shot. While the ex-
president packed an arena in Conway,
where 3,000 people turned out on Sat-
urday afterncon and thousands more
queued outside, Haley has been draw-
ing much smal]cl crowds in towns
acrossthe stat

The cmluasus backed up by polling
showing Trumpupto 37 points ahead of
Haley, whichis a stunninggap in a state
where she was once a populargovernor.

“I think Haley will be soundly
defeated in South Carolina,” said Chip
Felkel, a veteran Republican political
consultant in the state and prominent
Trump eritic. “Trumpism, whatever
thatactually is, has taken over the party
formerly known asthe GOP?

Even the voters whoturned out tosee
Haley as she kicked off a 30-stop bus
tour last weekend acknowledged her
chances of stopping Trump in the Feb-
ruary 24 primary were slim.

“I sure as heck hope so,” said one
female voter inGilbert, who whenasked
if Haley could spring a surprise win
declined togive her name.

Her husband added: “If she can’t win
in South Carolina, then I think it istime
forhertobagit . .. if you can’t win your
home state, then what's the point?”

Itis a question that hangs over Haley's
campaign as she presses ahead with a
gruelling schedule of rallies, fundraisers
and media appearances in the face of
in ingly slim odds.

Aside from his huge polling lead,
Trump has secured the endorsements of
South Carolina's governor, both of its US
senators and all the state’s members of
Congress, barone.

Haley’s sole congressional endorse-
‘ment has come from Ralph Norman, a
Republican in the House of Representa-
tives. He said that despite the long odds,
Haley would keep campaigning until
at least Super Tuesday on March 5,
when more than a dozen states hold
primaries.

“She is more determined now than 1
have ever seen her,” he said. “She is tire-
lessand her message isresonating”

On the stump, Haley points out she
has outlasted a dozen “fellas” to be the
last person standing to take on the
former president. “Don't you think it's
finally time we had a woman in the
White House?” Haley asked voters in
Greenwood on Saturday. “No drama, no
vendettas, not taking things personally,
just getting to work. That’s what we
need, and wecan dothat.”

She has hit back against Trump's

increasingly personaland sexist attacks.
He has taken to calling his former UN
ambassador “birdbrain”, and on Satur-
dayin Conway he questioned the where-
abouts of Haley’s husband, who is sta-
tioned overseas as a member of the
Army National Guard.

“Donald, ifyou have somethingto say,
don't say it behind my back. Get on a
debate stage and say it to my face,” she
responded at her recent rally in Gilbert.

The former USambassador to the UN
remains popular among Wall Street

old recently appeared to confuse her

Seekingsupport:  donors, who poured money into her
Nikki Haley campaign despite her stringof defeats in
meets andgreets  the early primary states — and after
votersata Trump’s warnings to the billionaire
campaign event  backersto halt their support for her.

in Newberry, Haley raised $16.5mn in January,
South Carolina,  including $11.7mn from

at the h’rgcpf/k:nd donors, according to her campaign, and
s Lese

picked up another $1.7mn in a swing
through California last week. A fund-
raising blitz is planned this week in
Texas.

The funds have allowed her to domi-
nate the airwaves: Haley has spent
$8.1mn on adsaired in South Carolina in
the yeartodate, according to Adimpact,
compared with just $72,000 spent by
Trump, whose last ad aired in the state
onJanuary8.

Haley has sharpened her attacks on
her former boss, with a stump speech
almost entirely focused on why the
Republican party should break with
Trump and back her instead.

didwastalk aboutrevenge.”

Carolinians,

with former Democratic Speaker of the If, she et
House Nancy Pelosi, and cites polling Wil in South
showing she would be far morelikely to i
beat President Joe Biden in November. CBIO]..IH'EL
“Th elu'pnb].imn incumbent, Trump,  thenitis
fthevote [inNew (1
T il A e L fuhey
wood. “That says alot. But thenhegets 10 bag
on stage that night and throws a total ifyou
temper tantrum. Did y’all see it? All he P
can't win
Her message about the former presi- o home
dent is resonating with some South
including Ronnic Souther-  State, then
land, a 67-year-old retired mechanic That
who rode to the rally in Greenwoodon. l{ats,the
his Harley-Davidson motorcycle. point?

“TLused to like Trump. I voted for him
last time. But he acts like a big baby. T
mean, | am sorry, I got tired of him. “He
don’t do nothing but cause trouble,”
SnuLherlmnd said. “All Trump is for is
Trump?

She tears into hi ata
logues his legal troubles, questions his
advanced age, noting that the 77-year-

in her early 60s from Winston-Salem,
North Carolina, said she had voted for

‘ Haley blitzes South Carolina with advertisements

Ad spending in South Carolina ($'000) by airing date, including future ads,
by candidate and affiliated political action committees Aug 1 fo Feb 25

Bidenin 2020 but was now spendingher
time tryingtoget Haley elected.

“Look, 70 per cent of the peaple don’t
want Biden and Trump again. It just
crazy. It's really crazy,” Murray said. “1
just don’t want her to quit.”

Some seasoned political operatives
alsoargue Haley should stay in the race,
if only to position herself as an obvious
alternative should something happen to
Trump before the Republican party’s
nominating convention in July.

‘The candidate who has racked up the
‘most delegates after the primaries will
be named the nominee at the conven-
tion. The winner will need more than
1,200 delegates. Trump has won 63
compared with Haley’s17.

“You never know what is going to hap-
pen in this race . . . Donald Trump is
underahell of alot of investigations that
could not go his way,” said Alex Stro-
‘man, former executive director of the
South Carolina Republican party. “And
then you would have the party looking
to see what the off-ramp is, and I think
that off-ramp would be Nikki Haley”

Others arguc that Haley, whosaysshe

Funding package

US Senate
clears $95bn
security bill
including aid
for Ukraine

JAMES POLITI — WASHINGTON

‘The US Senate has approved a $95bn
national security funding bill including
newaid to Ukraine, but the legislation
risks languishing in the House of Rep-
resentatives because of opposition
from Donald Trump.

‘The final vote on the bill in the Senate
followed weeks of pressure from Joe
Biden's administration and a deepening
rift among Republican senators on the
‘merits of providing more assistance to
Ukraine, alongside the broader question
of the US'srole in the world.
Atotal of 70 senators backed the legis-
lation, which includes aid for Israel,
Cazaand Taiwan, with29 against.
Proponents of the package, including
the White House, most Democrats and
traditional Republicans, have argued
that abandoning Ukraine could lead to
Russian gains on the battlefield and
embolden China to invade Taiwan.
Biden yesterday urged the House,
which is controlled by Republicans, “to
‘move on this with urgency”. The presi-
dent cannot enact the bill unless it
passesboth chambers of Congress.

‘History is looking upon
the US and seeing if we
will stand up for our
values, stand up to bullies’

“There are those who say American
Ieadership and our alliances and part-
nerships with countries around the
world do not matter. They do. If we do
not stand against tyrants who seek to
conquer or carve up their neighbours’
territory, the consequences for Amer-
ica’s national security will be signifi-
cant,” Biden said.

Mike Johnson, Speaker of the House
who is close to Trump, had poured cold
water on the prospects for the bill on
Monday night, saying the lower cham-
ber would “work its own will” and
“America deserves better than the Sen-
ate’sstatus quo”.

The stand-off has highlighted how
Trump, the frontrunner for the Republi-
can nomination in this year's presiden-
tial election, has tightened his grip on
the party in the realm of foreign policy.

Last weekend, the former president
suggested during a rally in South Caro-
lina that he would allow Russia to do
“whatever the hell they want” to Nato
allies if they failed to increase their
defence spending. The comments trig-
gered a backlash within the transatlan-
tic alliance, but most Republicans
v s et

inbeing Trump’s vice-
pﬂsn‘l:m isalsolayingthe groundwork
for another run at the White Housc in
2028.

“She has a pretty good point that her
numbers are much better than Tramp's
versus Biden. People just choose to
ignore that,” said Felkel

“If Trump loses, she is going tobe well
positionedto say, Ttold youso”

“Thereis along game here that bene-
fits Nikki Haley,” said Kevin Madden,
who was a senior adviser to Mitt Rom-
ney’s presidential campaigns in 2008
and 2012. “Haley is developing a lot of
muscle memory that will be beneficial
for2028”

iti Xiao, New York

The White House, many congres-
sional Democrats and some Republican
proponents of Ukraine aid have been
outraged by how the legislation has
been stymied, and hope pressure will
build on the House topassthe bill.

“I would hope to speak to Speaker
Johnson directly, and my message isthis
is a rare moment where history is look-
ing upon the US and seeing if we will
stand up for our values, stand upto bul-
Ties like Putin and do the right thing?
Chuck Schumer, the Senate majority
Teader, said yesterday.

“I will say to Speaker Johnson, I am
confident that there’s a large majority in

the H ho wil is bill”.

Cairo talks
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CIA and Mossad try to revive hostage deal

ANDREW ENGLAND — LONDON
FELICIA SCHWARTZ —

in Rafah would “produce another

but he had “encouraged Isracli leaders

The heads of the CIA and Isracl’s Mos-

sad spy agency were expected to hold

talks with Egyptian and Qatari officials

yesterday in an attempt to revivea deal

to halt the Israel-Hamas war and

secure the release of hostages in Gaza,
i —

“We cannot afford an Israeli attack on
Rafah,” King Abdullah said. “The situa-
tion s already unbearable for more than
amillion people who have been pushed.
into Rafah since the war started. We
cannot stand by and let this continue.

The talks, brokered by the US, Qatar
and Egypt, have for weeks been bogged
down by Isracl’s rejection of Hamas's
insistence that any hostage deal should
end

Gazans flee Rafah for fear of Israeli onslaught

MAI KHALED — RAFAH
HEBA SALEH — CAIRO
ANDREW ENGLAND — LONDON

el

least 67 Palestinians died in Isracli air

tion foratent,” he said. “We're trying to

ingHamastargetsinthe area.
° — .

of Rafah in anticipation of an Israeli
attack on the southern city that hosts
about 1

shelters began to di
< .

 Since launching ts offensive on Gaza
Hamas’ sOcmberTanka.

said
‘The negotiations, set to be held in Cairo,
would come a week after Israeli Prime
Minister Benjamin Netanyahu rejected
Hamas’s conditions for an agreement as
"d:]usmna] and vowed to press on for
“tol ry” in the war with the Pales-
tinian militant group.

Despite Netanyahu's stance, US Presi-
dentJoe Biden said on Monday he would
do“everything possible” to broker asix-
week ceasefire between Israel and
'Hamas and the release of the hostages.

He warned Israel its forces must not
launch an offensive in Rafah, a crowded
city of more than 1mn people near

Gaza's border with Egypt, “without a

‘We cannot stand by and

let this continue. We need
alasting ceasefire now’
King Abdullah of Jordan

Mediators hoped Mossad chief David

Barnea’s planned trip to Egypt was a

Isracli Prime Minister Benjamin Netan-

Israel has vowed: the Pales-
tinian militant group and retain overall
security over the striy

The diplomat said the critical sticking
points were still the question of a per-
manent ceasefire — which mediators
would also like to include at the end of

that a military opera-
tion in Rafah is essential to root out
Hamas militants from Gaza, although
there are no signs yet of the imminent
ground offensive.

Sarah Nayef, whose family of 12 was
many  living in Rafah having first been dis-
displaced families living in makeshift ~ placed three months ago, said: “They've
le their tents toescape. The night the
i rescued the hostages, missiles rained
‘Thaer Mohamed, displaced with his down and I thought we'd be killed”

family from Khan Younis, said they had
endured “a night of horror” during the
rescue mission. The next day hewentto
the city of Deir al-Balah in central Gaza
tofind anew place for his family. “We'll
stay I,cmpmanly ina small room with

Over four months of war, Isracli
uation orders have pushed civilians

sign that Israc] was still open to discus-
5 ol deal, deont

yahu' rhetoric.

any hostage deal — and the withdrawal | towards Rafah, the southernmost city
But the mediators are hopeful they | itary has bombarded the territory.

can secure compromises. Rafah is the base of the UN humani-
After i two hostages | tarian operation in Gaza. Many of the

in Gaza on Monday, Netanyahu said:

tive and there’s willingness to compro-
mise,” said a diplomat bricfed on the
talks. “Barnca wouldn't be going to the

Biden spoke after a meeting at the
White House with Jordan’s King Abdul-

had the go-ahead”
“The key clements of the deal are on.
the table,” Biden said on Monday.
“Th ”he added,

displaced people who fled to the city,

“Onlyc . until | whichis currently home to more than

‘half the have been

ofallofour lmslxg:s forced to move their familics multiple
Hamas is believed to hold about 130 | timesinscarch of safety.

hostages, including some who have
died. The group killed about 1,200 peo-
pleandscized 250 on October7, accord-

ingto Isracli offi

Israel has stepped up air strikes on
targets in Rafah. Its forces also mounted
amission to free two hostages from an
apartment in the city on Monday. At

two other aloca-

Adisplaced family prepares to leave
Rafah and head north yesterday

‘The family plans tojoin relativesina
tentina coastal areaof the territory.
Israel launched its offensivein Gaza in
response to the October 7 attack by
Hamas on the south of the country,
which Israeli officials say killed 1,200
people. More than 28,000 Palestinians
have been killed by the Israeli cam-
paign, which has laid waste to the terri-
tory and sparked ahumanitarian crisis.
Aid agencies and western officials
have warned that a ground offensive in
Rafah would be catastrophic, given the
density of people crammed there, while
the US has urged Israel to refrain from
any assault until “credible” arrange-
‘mentsare made to protect civilian lives.
Netanyahu has said he has asked the
‘military to produce a plan to evacuate
civilians from Rafah, but UN officials
warned nowhere is safein Gaza.
SeeFT View and Opinion
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Dancing general with dark past leads
field in Indonesian presidential race

Widodo supports former special forces chief once barred from US on human rights grounds

A ANANTHA LAKSHMI — JAKARTA

Tens of thousands of young Indonesians
screamed with joy as presidential hope-
ful Prabowo Subiants entered a packed
stadium in Jakarta for a final campaign
rally on Saturday.

They screamed even louder when the
former commander of the feared special
forces blew air kisses and danced on
stage. Within minutes, Prabowo’s
‘moves were posted all over social media
with hashtags such as gemoy — cute in
Bahasa Indonesian.

The reaction illustrates the transfor-
‘mation of the fiery former general, who
‘was discharged from the military for the
alleged abduction of democracy activ-
ists and shunned by the US for two dec-
ades, but as voters went to the polls
today was favourite to lead the world’s
third-most populous democracy.

Prabowo’s rebranding as a dancing
grandpa, with the backing of Joko
Widodo, 62, the president and his
former foe, have taken him to the cusp
of the presidency afteralong quest.

“Prabowo is running a very different
and effective campaign. It’s a lot less
angry and much more youth-oriented.
That's why the dancing part is very
dominant in this campaign season,” said
Kennedy Muslim, an analyst at pollster
Indikator Politik Indonesia.

More than 204mn Indonesians, about
half of them younger than 40, were set
to vote for the archipelago’s next presi-
denttoday. Polls suggested Prabowo, 72,
'had a chance of winning the 50 per cent.
of votes needed to avoid the clection
goingtoasecond roundin June.

Prabowo, the oldest of the three con-

tenders, dominates popular social ~Rebrand: seehistrue  inindustriessuch as nickel processing. <[5 past
media platforms such as TikTok, while ~ Prabowo self” said Keane Ahmed, 18, a first-time  that have grown exponentially. |
smlllng cartoon versions of the former  Subi “What has really helped is Jokowi [a  Self is
Iand Gibran ing Raka. ta Desi,alsoa first-time voter sid she  popular name for the president] and 1y ohably

his 36-year-old running mate and rally in Jakarta believed a TikTok ud:o t.lm pl]t the Prabowo working together, and the
Widodo's son, adorn campaign on Saturday. allegations against fGibran, whi ivennew NOLWhO he

The campaign sought to soften the  His running “misunderstanding”. She would s Hope for youngIndonesians, SdErick g (olay,
image of Prabowo, portrayed asa fire- mateis Gibran  himbecause he would givestudents free  Thohir, a minister in Widodo's cabinet. v
brand nationalist and Islamist in previ-  Rakabuming ‘meals. “Heisalso cute.” she said. whohasbeencampaigningforPrabowo. W hat's the
ous presidential bids, and counter  Raka, below,son  Opinion polls ahead of the clection  “The reasonwe areall hereisbecauseof i i
concerns about his past in the military ~ of President gave Prabowo a lead of 25-30 po dstability” EITIiG
during the 32-year autocracy of Joko Widodo Anics Baswedan, former Jakarta gover-  Prabowo has pledged to ft cconomic  @1ving him

, aperiodmarked by corruption g sneses  nor, and Ganjar Pranowo, former Cen-  growth from S percentto8percentand 5 chance?”

anddemocraticbacksliding. TEETTD tral Java governor, his rivals. According  on into “double digits”. While many N

ibowo, who was Suharto’s son-in-
law, is accused by rights groups of
involvement in the killing of civilians
during the 1980s in East Timer, which
was then fighting Indonesian occupa-
tion. Asageneralin 1998, he was cjected
from the military after being accused of
ordering the abduction of more than 24
democracy activists inJakarta, the capi-
tal, many of them feared dead. Prabowo
has always denied the allegations.

In light of the accusations, he was
barred from entering the US for 20
years, even to attend his son’s gradua-
tion. But after he was appointed defence
minister by Widodo in 2019, he was
invited tomeetings at the Pentagon.

For the many Indonesians too young
to remember the Suharto era or the pro-
tests that ended it in 1998, the allega-
tions matterlittle.

“The pastis in the past. His past self is
probably not who he is today. What'sthe
harm in giving him a chance because we

to Indikator, Prabowo's support amang
the under-42s exceeds 60 per cent, and
his popularity among women has
grown. Another big factor is Prabowo’s
promise to maintain popular Widodo
policies, including spurring investment

economists say that is unrealistic, the
goal has been welcomed by voters.

“Indonesians want to see their coun-
try prosper and become an economic
superpower. They want a leader like
Prabowo with that kind of view,” said
Achmad Sukarsono, an associate direc-
torat Control Risks, a consultancy.

“This is the most opportune time for
Prabowo to rise. The pendulum is
swinging back towards the establish-
ment.”

Prabowo and his family have been
entrenched in Indonesia’s politics for
decades. His grandfather was an impor-
tant figure in the independence move-
‘ment and his father was an economist.
whoservedin Suharte’s cabinet.

T T3 e s (S (s sy
2014, losing to Widodo, who swept to
power as an anti-establishment out-
sider. Five years later Prabowo lost
againafter a polarising campaign.

‘But following his re-clection, Widodo

appointed Prabowo as defence minister.
It made the former general more widely
accepted and paved the way for him to
try to succeed Widodo, whois constitu-
tionally barred from athird term.
Political commentators describe a
relationship of mutual convenience,
with Prabowo riding on the popularity
of Widodo, who is trying to build his
political dynasty and exert influence
5 5 .

Pakistan

Khan rebukes
rivals as they
try to block
his party
from power

BENJAMIN PARKIN — LAHORE
FARHAN BOKHARI — ISLAMABAD

TImran Khan has hit out at his political
opponents as they move towards an
alliance that would block his party
from power in Pakistan following its
stunningvictory in elections last week.

The jailed former prime minister
insisted his Pakistan Tehreek-e-Insaf
party would not form an alliance with
the country’s dynastic parties, his sister
said after visiting him in prison near
Islamabad yesterday.

‘The rival parties lacked a mandate to
rule after the vote wasmarred by allega-
tions of vote-rigging, Aleema Khan
quoted her brother as saying.

“Hesaid ‘There’s nomoral ground for
them to make a government after hav-
ingstolen other people’sseats’” she said.

Last week’s election results stunned
Pakistan, with many analysts having
written off the PTI's chances after a
crackdown on Khan’s party orches-
trated by the powerful military. The
popular leader was himselfineligible to
stand for election after being jailed last
year, while thousands of party members
and supporters had also been detained.

Independent candidates, mostly
backing the PTI after it was formally
barred from the race, won 101 of 265
seatsand the party claimsit would have
secured about 80 more were it not for
vote-rigging. It has challenged the
results in court.

The Pakistan Muslim League-N of
three-times former premier Nawaz
Sharif, which won 75 seats, and the
Pakistan People’s party of Bilawal
Bhutto Zardari, son of slain leader Bena-
zir Bhllﬂb have been in talks to forma

coalition and secure power.

Those efforts cleared an important
hurdle yesterday when Zardari said the
PPE, which won 54 seats, would support
Sharif’s chosen candidate for prime
‘minister, resolving a sticking point in
the negotiations.

Zardari criticised the P’[‘l rdusa] to
negotiate withrival

Gibran was allowed on the presiden-
tial ticket after a ruling last ycar by the
constitutional court, whichwasthenled
by Widodo's brother-in-law. Critics say
Gibran’s nomination is an attempt by
the president to retain control, though

erbating Pakistan’s instability.

People “voted for you to resolve their
problems”, Pakistan’s Dawn newspaper
quoted the PPP leader as saying. “A
political force must listen to
others . . . When they don’t do that, it

The blowback against Widodo has
been growing. This month a group of
academics accused the president of
orchestrating his son’s nomination and
undermining democracy. Prabowd’s
opponents have alleged the use of state
machinery to deny them approval for
some campaign events.

Prabowo’s human rights record and
his rise with Widodo’s support pre-

Khan and his allies have ruled outan
alliance with the PML-N and PP and
with the Muttahida Qaumi Movement,
the fourth-largest group in parliament.
The PML-N, PPP and MQM together
governed Pakistan following Khan’s
oustingas prime minister in

“He was very clear;” Alcema Khan
said. “He said we'll have no alliances
with these three parties . . . He said that

for
said Hurriyah, director of the Centre for
Political Studies in the University of
Indonesia.

they .
“What he has instructed was: ‘The
party needsto get their seats back’” she
sald. “Hesays Go to e courts golo the
ission. Get your mandate

and mampuhuun of the clection and

back'.“
have defended the con-

worrying” she
added.
Additional reporting by Diana Mariska
inJakarta

duct ofthe polls and denied wrongdo-
, but both the US and EU have called
for probes intoallegedirregularitics.

North Korea

Japanese PM pushes for summit with Kim

DEMETRI SEVASTOPULO — WASHINGTON
KANA INAGAKI — TOKYO
CHRISTIAN DAVIES — SEOUL

]al)a]lese Prime Minister Fumio Kish-

guishing below 30 per cent amid a
domestic political funding scandal, said.
last week that it was “extremely impor-
tantfor me to take the initiative to build

North
Knreas Kim Jong Unas he puslm(m—a
abid to

top-level ties” with Pyong,

Yoon Suk Yeol has taken a hardline
stance against North Korea since his
election in 2022 amid signs of risingten-
sion onthe peni

The US is concerned about North

Middle East

Iran pulled officers from Syria before US raids

ANDREW ENGLAND — LONDON
NAJMEH BOZORGMEHR — TEHRAN
RAYA JALABI — BEIRUT

ershad already been killed by Israeli
strikes since October. An Iranian ana-
to

tary said it had hit 85 targets at seven
facilities in Syria and Iraq associated
withth Guard.

Iyst said the guards ithd
lation” with the US.

Iran pulled senior ofits
Revolutionary Guard out of Syria days
TS hanchedseri :

of thesit-

to Russia for its war on

i

The summit would seek to secure the
release of Japancsc citizens abducted by
North Korea decades ago, according to
people in Washington and Tokyo famil-

‘It’s a fraught exercise.
Transparency in advance
with both Washington
and Seoul will be critical’

Kishida stepped up efforts after
encouraging signs from Pyongyang. But.
the people close to the talks — some of
which are being conducted viaa chan-
nel in Beijing — said they had yet to pay
off because Kim was refusing to co-op-
eratcover the people abducted.

Kishida, whose approval ratingis lan-

uation, Japan has not told the US about a
possible summit, according to people
familiar with the situation. The most
recent meeting between a Japanese
prime minister and North Korean
leader was in 2004, when Junichiro Koi-
zumi met Kim Jong II, the current
leader’s father, in Pyongyang.

The prime minister’s office declined
to comment but pointed to Kishida's

enmn.u Gortainty
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ina
inwhichhesaid he was “making various.
approaches” towards North Korea and.
was determined to hold direct talks with.
Kim “without setting any condition”.
One US official said Washington
would welcome high-level

Ukraine. The US has had no meaningful
engagement with North Korea since
President Joc Biden took office.
Christopher Johnstone, a former CIA
and White House Japan expert, said
high-level contact between Tokyo and
Pyongyang “could be useful” given the
lack of communication the US and
South Korea had with North Korea.
“Japan’s desire to make progress on

Iranian-linked targets in the Arabstate
to prevent thekelite force from suffering
further casualties.

The Iragi and Syrian governments
id

“Iran was poten-
tial necessity to retaliate if more com-
‘manders were killed. The US also con-
veyed through indirect channels that it
did not seek a conflict with Iran, acon-
cern Iran sha.red," the alulyn affiliated

Tehran took the d to withdraw
the commanders after President Joe
Biden blamed an Iran-backed militant
group for a January 28 drone strike that
killed three US soldiers at a base on the
Jordan-Syrian border and vowed to
respond, according to an ranian offical

“Once there is relative calm, these
forces will return to Syria.”

Tehran was also keen to de-escalate
tensions as it prepared for elections on
March 1, the [rnnlanufﬁcmlndderl

Iranian-backed militants in Irag and
Syria have launched more than 160
rocket and drone assaults against US
troops, while Hizbollah has traded fire
with Israeli forces at the Israel-Lebanon
border. Houthi rebels in Yemen have
attacked merchant ships and US naval
vessels in the Red Seaand Gulf of Aden.

Israel has also launched multiple air
strikes against the Revolutionary Guard
aud Iranian-backed militants in Syria,
a Hamas learler and

US official:

and urgent, given the age of the affected
families, but it’sa fraught exercise” said
Johnstone, now an analyst at the CSIS
think tank. “Transparency in advance
with both Washington and Seoul willbe
critical — particularly about any incen-
tives Japan may consider to bring North
Koreatothetable”

Go Myong-hyun, senior fellow at the
Asnn Institute for Policy Studies in

‘matter.

The guard officers had left Syria by
the time Washington launched air
strikes five days later, the people said,
adding that it was a sign Tehran did not
want to be drawn into a direct conflict
with the US.

The US said it directly targeted Revo-
Iutionary Guard facilitiesin Syria for the
first time since the outbreak of the
Israel-Hamas conflict in October trig-

gered Ttwas

said
"hlghly unlikely”, adding: “The North

between Tokyo and Pyongyang on con-
dition that Japan smoothed over any
issues in advance with Smth Korea.

Jap-
anese and the South Koreans, hoping to
drive a wedge between them by feeding

the biggest US military response to
attacks on its forces by Iranian-backed
militantsin the past four months.

The Iranian official said the decision
to withdraw the

Seoul’s fears that Tok 1d do a deal

South Koreas president

a“change intactics”, as nine guard offic-

i Tnions e beicred o e
been killed in the attack. The US mili-

President Ebrahim Raisi, right, visits
aRevolutionary Guard naval base

oth
lran launched a missile attack last
‘month against what it called an Israeli
“espionage centre” in Erbil in Iraq in
apparent retaliation for the Israeli
strikes. But Tehran has insisted it does
not seek direct conflict with the US or
Israel, Iranian officials and analysts say.
Iran deployed forces in Syria to sup-
port President Bashar al-Assad after a
2011 uprising morphed into civil war.
Hizbollah, its most powerful proxy, also
sent fighters to Syria during the civil
war. Morethan adozen have been killed
by Israeli strikes since October, a person
closetothe Lebanese groupsaid.
Additionalreporting by Felicia Schwartz
in Washington
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Shein’s shadow Temu picks up fast-fashion group’s smaller China suppliers as it polishes its chain for a US listing © paces

Companies & Markets

Macquarie’s

commodities
star bows out
after 28 years

@ Veteran executive out-earned CEO
o Australian group’s profits disappoint

NIC FILDES — SYDNEY

The head of Macquarie’s booming com-
‘modities business, who was paid more
than JPMorgan chief Jamie Dimon and
75 per cent more than the Australian
financial group’s own chief executive
last year, is to leave this month after
almost three decades.

Nick O’Kane had been one of Mac-
quarie’s most feted executives after a
modest bet on the US energy trading
‘market was transformed into its largest.
and most profitable division.

Tipped asa potential Macquarie chief
executive, 0’Kane had become one of
Australia’s best-paid executives as the

O'Kane's A$58mn pay

packet last year was more
than that earned by Jamie
Dimon or David Solomon

commodities business boomed, taking
home almost A$100mn (US$65mn) in
the past two years.

His A$58mn pay packet last year was
more than that earned in the same
period by Dimon or David Solomon,
chief executive of Goldman Sachs. His
carnings reinforced Macquaric'sreputa-
unn as "Th: ionais Factory”,

but volatility in the energy markets due
to extreme weather and Russia’s inva-
sion of Ukraine has generated enor-
‘mousprofits.

Its better known asset management
and banking operations have been over-
shadowed, and the story of how a Syd-
ney-based company became one of the
largest oil and gas trading companies in
North America and Europe has become
a case study in how to create value for
both investors and executives.

O’Kane, alongside fellow executive
Andrew Downe, led the 2005 acquisi-
tion of Cook Inlet, a small Californian
energy player, as they bet on US energy
trading in the wake of the collapse of
Enron. That business has grown into a.
globalleader in energy trading, logistics,
storage and finance and generated
A$6bn of net profit in the year to March
2023, compared with the A$4.3bn of the
combined asset management, banking
and capital divisions.

Jon Mott, an analyst with investment
bank Barrenjoey, said the departure of
the “highly regarded” O’Kane was asur-
prise.

His exit comes as Macquarie issued
disappointing third-quarter results and
warned that overall net profit for the
yearto March 2024 would be “substan-

Slow food Uber, Deliveroo and Just Eat braced
for Valentine's Day rider strikes over low pay

YASEMIN CRAGGS MERSINOGLU
LONDON
CAMILLA HODGSON — SAN ERANCISCO

Online food delivery apps and ride-
hailing groups were bracing for a
waveof rider anddriver strikesin the
US, Canada and the UK today, ina
dlspme over pay at a time when the

arc under from

Couriers in North America and the UK, such as these riders in York, plan to strike over pay today — natansiricaty

social media and by word of mouth,
backed by labour rights groups.

The unifying complaint s o pay,
atati pres-

estimated the average pay per order
on Just Eat had dropped 9 per cent to
£5.59 and 2 per cent on Uber Eats to
£4.21in2023, with2022.

sure from investors to dtmanstmu
consistent profits.

Uber reported its first annual oper-
ating profit last week with analysts

Super Bowl’s
US audience
nears that for
Moon landing

ANNA NICOLAOU — NEW YORK

A record 123mn US viewers watched
Sunday’s Super Bowl game, making it
one of the biggest broadcasts in the
country’s history and underscoring the
pull of live sports even as the television
landscape cratersbeneath it.

The number includes viewers across all
platforms — including CBS, Nickel-
odeon, Univision and streaming serv-
ices such as Paramount+ and NFL+ —
who watched the Kansas City Chiefs
defeat the San Francisco 49ers. It com-
pares with the 115mn who tuned in to
last year’s Super Bowl between the
Chiefsand the Philadelphia Eagles.

Sunday’s game in Las Vegas isthe sec-
ond most-watched US TV broadcast in
history, behind only the Apollo Moon
landing in 1969, which is estimated to
‘have drawn between 125mn and 150mn
US viewers when the country’s popula-
tion was just over 200mn.

American football remains the most
popular programming on US TV, at a
time when audiences are shifting
towards streaming. The National Foot-
ball League accounted for 93 of the top
100 most-watched US TV broadcasts
Iastyear, accordingto Nielsen.

Executives say pop star Taylor Swift's
relationship with Chiefs player Travis
Kelce helped ratings, after a season in
which she has been credited with draw-
ing young female fans to games. Para-
‘mount chief executive Bob Bakish told
CNBC that Swift’s presence at games
“has brought incremental value . . . 'm
sure she hasn’t hurt ratings”.

The Super Bowl is also an important
platform for other industries, from
brewers, carmakers and other brands
that spent §7mn for each 50 seconds of

Delivery JobUK,
ising the British strike, said low pay

tially below” lasl. deal flow fell
decad:

toit

and daily hazards create “an environ-

losses at Just Eat and Deliveroo nar-
rowed to €317mn and £57.6mn,

in the first six months of

ded for tak-

ingrisks that pay off.

Chief executive Shemara Wikrama-
nayake said O'Kane, who joined Mac-
quarie 28 years ago, had made a *mas-
sive contribution” building the energy
trading busi thathe was leaving

Macqy =
buying assets from water utilities to tel-
eecoms networks and real estate assets —
and an investment bank advising on.
deals. Wikramanayake said dealmaking
remained slow, with fewer buyers for
asset: a%

the financial services company to pur-
suc other opportunities “for a range of
personal reasons”. Simon Wright, a 35-
year company veteran, will replace him.

The commodities and global markets
division that O'Kane has led since 2019
was a relatively obscure part of Mac-

investing environment” for investors
with “dry powder” to spend.

John Storey, an analyst with UBS, said
the results read poorly “across the
board”, which would trigger down-
gradesin expectations.

Macquarie shares dipped 2 per cent

higher profits.

Thousands of couriers for Uber, Lyft
and DoorDash in cities across North
America are set to refuse to take
orders on Valentine’s Day, tradition-
ally onc of the busiest nights of the
year for delivery apps.

Similarly, thousands of UK couriers
for food-dclivery apps Deliveroo, Just
‘Eat Takeaway and Uber

ty”.

“People are tired of this. It’s getting
worse as the years go by,” said
Jonathan Cruz from Miami, an Uber
driver for about seven years. “The gap
is increasing between what the cus-
tomer pays and what the driver
gets . ... It's hard tosurvive.”

In the US, Gridwise Analytics found
Uber drivers’ average monthly gross

2023, compared with 2022.
All the companies targeted by
strikes argue they have a good rela-

to the music industry
where older stars can revive their cata-
loguesthrough abigperformance.

On Sunday, Usher, the R&® star,
anchored a half-time show with appear-
ances by collaborators including Alicia
Keys, HE.R. and Ludacris. Beyoncé

tionship with themajority of riders. used a Super Bowl ad with phone com-
Lyftsaiditwas = dbum.
to improve the driver ce”. NFL struck anew dealin 2021 for

Uber said: “More dri

ih

are choosing to earn on Uber t||a||
ever before.

ning to strike on the same day, ina
move designed to cause maximum

earningsin 20: 17 per cent
and DoorDash rider earnings nudged
down 0. per cent, though Lyt driver

Thc xcuulls are not bcmg centrally

years ago,

resterday

d but have spread on

cent.
Rodco, an app uscd by UK delivery
riders to track and analyse earnings,

Deli id it aimed to “provide
riders with the flexible work riders
tell us they value”.

Just Eat said it took the rider con-
cerns “extremely seriously”, while
DoorDashdeclined tocomment.

be worth up to $110bn over 11 years,
split between several broadcasters. CBS
agreed to pay about $2bn a year, the
Financial Times reported atthetime.

This year, Paramount booked more
than $500mn in Super Bowl advertising
revenue across its networksand stream-
ingservice.

Trillion-dollar AT hype has historical echoes of telecoms bubble

INSIDE BUSINESS

June
Yoon

hen a chief executive
asks for trillions, not
billions, when raising
funds you knowa sector
‘may be getting too hot.
ln Lhe long run, generative artificial

widely used, networking hardware was
king. Servers needed to be built and
connected using routers. Companies
began building and buying hardware on
the basis that extreme demand for serv-
ers would continue indefinitely. Tele-
com stocks such Ciscosurged more than
30-foldin the yearsto its 2000 peak.

But the collapse of the telecom indus-
try came earlier than expected —taking
just four years to go from boom to bust
— and much faster than the internet
changed our lives. Oversupply pushed
‘more than 20 telecom groupsinto bank-
ruptcy by 2002. Shares plunged.

Now, in the world of AL chips are king,
Thus, the rush for AT companies to own
‘more of the l:hlpma]ungsllpply chainis
Al models become

indus-
tries and the way people work. But a
% .

Targer, more dupsarrmedad.n\n ongo-

Altman is talking to investors about an
Al chip project has raised questions.

A person familiar with the talks was
cited saying the project could require
raising as much $7tn. Scoring even a
fraction of that figure — more than the
combined gross domestic product of the
UK and France — would seem a stretch,
toput it mildly.

Nonetheless, it reflects just how hot
interest in AL and the chips that power
it, has become. The historical parallel
that record high AL valua-

Yet how long

these shortages Hype and overinvestment

will last is debata-

ble. Ithas beenjust 1S @ dangerous combination.
twoyearssincethe - The way to avoid a similar

world’s car indus-

trywas broughtto  fate to overhyped peers is to
almost a standstill - remember history repeats

due to a severe

shortage of automotive chips. It took
less than a year for that crunch to ease.
Today, supply of auto chips has not only
typesare inaglut.

tions and fundraising targets bring to
mind is the boom and bust in telecoms
stocks duringthe dotcom bubble era.
Backthen, investors had expected the
internet to transform the world. Tele-
coms companies and hardware suppli-
ers would then be big winners. The
problem was the sector’s valuations
were pricing in that transformation to
come almost overnight. Now, a similar
level of optimism is ds

The biggest risk of throwingtoo much
cash, toofast, at Al chips is overcapacity.
That is already a problem for older-
generation chips. With the current sec-
tor downturn lasting longer than
expected, Samsung had to resort to
slashing production last year to deal
with a deepening chip glut. Japanese
peer Kioxia posted a record $1.7bn loss
for lhe three quarters to December.
.mnr:dmnmn:w (abnr

o
inAL i

When the internet first became

Meanwhile, global silicon wafer ship-

ments fell 14.3 per cent last year. Part of
that is due toa cyclical downturn in the
chip sector and a decline in demand for
consumer electronics. But a slump in
global chipmaking equipment billings,
which fell by more than a tenth in the
third quarter, suggests future chip sec-
tor growth will remain at a more nor-
malised level than the Al boom has
made us believe.

Another problem s that chips quickly
‘become commoditised. Take, for exam-
ple, older 40-nanometre chips used in
home appliances. These are hardly in
short supply today. But they, too, were
scarce, cutting-edge resources when
first launched in 2008, As capital equip-
ment is depreciated, prices of older-
‘generation chipsfall.

Chips get faster and software more
efficient every year. It took just two
‘years for chips to upgrade from the 7nm
technology to the advanced 5nm chips,
the type the latest Nvidia chips use.
Rapid progress means companies may
end up spending much less on chips in
the futurethan they forecast today.

It is true, there are clear differences
between the dotcom era and the Al
boom. For example, OpenAls revenues
have already surpassed $2bn on an
annualised basis, joining tech’s fastest
growing platforms in history months
afterits launch. Today’s companies also
havemoreways tomake profits.

But, aswith the early days of the inter-
net, broader enterprise adoption of Al
remains some way off. The transforma-
tion triggered by Al may take many
years longer than today’s stock prices
and funding expectations suggest. Hype
and overinvestment is a dangerous
combination. The way toavoid a similar
fate to overhyped peers from the 1990s
is to remember history repeats.

june.yoon@ft.com
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Oil & gas

Climate activists accuse Exxon of bullying

Legal action described by
Follow This group as an
attack on investor rights

ATTRACTA MOONEY — LONDON

Climate activist investors have accused
ExxonMobil of using “bullying” tactics
and putting shareholders’ rights “under
attack” by targeting them in a lawsuit,
even after they withdrew a resolution

alongside investment adviser Arjuna
Capital, which is also targeted by the
lawsuit.

Exxon sued the shareholders last
month in an attempt to block the
petition from going to a vote, alleging
that the resolution breached US
securities rules, marking the first time
the Houston-based energy group has.
sought to prevent such a vote by using
the courts.

Earler this month, Exxon said thatit

i

would

two investors’ decisi band Lhcir

"
itsgeneral meeting.

The accusation from Follow This
came as the Dutch shareholder group
announced yesterday that it had filed a
motion to dismiss Exxon’s legal action

resolution.

Follow This said yesterday that there
was no “case” or “controversy” against
the pair because they had withdrawn

Mark van Baal, founder of Follow
This, said that the activists had been
forced to withdraw the resolution
because of “Exxon's preference tofighta
battle in court instead of giving share-
holders their right to vote n the annual
meeting’.

Van Baal said: “Exxon’s legal action
‘amounts to tactics of intimidation and
bullyingLo silence our fair ask to tackle

The SEC has the ability to refuse
shareholder resolutions, but decided
in 2021 to allow more petitions togoto
avote.

Yesterday, Exxon said that the cur-
rent process to get proposals excluded
from annual mectings was “(lawcd” and

activists with minimal shares
to “bring an increasing number of

US district court in Texas and alleges
that the proposal by Follow This and
Arjuna violated SEC rules for such
investor petitions. Exxon has ac

the groups of being “driven by an
extreme agenda’.

Follow This, backed by thousands of
smallinvestors, has used sharcholdings
in oil and gas companies to fle climate

the climate crisis .
rightsare under attack”
Hesaid Exxon “may vastly prefer lti-
‘gation against partics like Arjuna and
Follow This”, two groups that had far
“fewer resources and who Exxon can

long-term

It said: “The intent of our lawsuit is
simple. We want clarity on a process
that hasbecome ripe for abuse. We hope
our suit motivates the SEC to go back to

at oil companies in Europe
and the US for years.

Exxon has set a goal to reduce emis-
sions from its own operations to net zero
by 2050. But the bulk of its emissions
are so-called scope 3, which come from
theburning of the oil and gasit produces

Energy

Orsted chief
VOWS to revive
fortunes after
collapse of key
US projects

RACHEL MILLARD — LONDON

The chief executive of Orsted has
vowed to “fight with everything I've
got” to restore investor confidence in
the world's largest offshore wind devel-

oper after its decision to walk away
from two key US projects triggered

irly malign in i
asking the Securities and Exchange
Commission to blockit.

Reftail. Cheap fashion

Temu snaps up Shein’s spurned China suppliers

Site takes on manufacturers as
Singapore-based rival rejects
smaller sellers ahead of USTPO

ELEANOR OLCOTT — HONG KONG
Chinese online marketplace Temu is
scooping up manufacturers of cheap
goods that had once worked with Shein,
as its fast-fashion rival moves to clean
upits supply chain ahead of a planned
blockbuster U listing.

Singapore-based Shein ditched a
number of suppliers based in southern
China last year after auditors found they
had been violating the company’s certi-
fication standards, according to insiders
with knowledge of the move.

Many ofthose suppliers responded by
switching to selling items on Temu,
owned by Nasdaqlisted PDD Holdings,
whichis spending billions of dollars try-
ing to replicate Shein’s success in ship-
ping ultra-cheap goods from ware-
housesinChinato shoppersin the west.

Shein’s tight supply chain manage-
‘ment s at the heart of its ability to offer
low prices to lure GenZ shoppers. But its
rival Temu has adopted tough tactics to
encourage merchants to its platform to
sell to consumers in the US and Europe,
offering items from $4 laptop bags, $50
three-piece suits and $9 car tyres.

Meanwhile, Shein, which was valued
at $60bn in the latest fundraising round
last year, is prej to launch an ini-
tial public offering in the US as early as
thisyear ifit gets Beijing’s blessing.

At the same time that Shein sent its
own auditors to inspect factories across
China last year, an investor seeking to
join last year’s round also conducted
their own due diligence on the com-
pany’s supply chain, according to a per-
son familiar with the move.

Shein found that many of its contract
‘manufacturers did not meet its require-
‘ments, whichincluded aminimum of 50
employees and at least 800 square
metres of factory floor 3

“We used to supply Shein, but now we
can't supply them directly as we don’t
meet their requirements on factory
size,” said Louis Li, a bag factory owner
in Guangdong, who added that after
Shein cut ties with the smaller factories
“weallwentto Temu”.

Temu does not account for factory
size when accepting new sellers. The
Chinese group said it operated a mar-
ketplace rather than acting directlyasa
retailer and accepted “merchants with
valid aperating licences that are able to
‘meetrequirements for products”.

‘While Shein recently opened a mar-

TEMU  Qesment i

Besuty Hests

o Fove s 1 s

Temu wants to ketplace, it i 11 ‘Shein is
compete snpp]msdm pmdune clothesunderits  excess stock, including products origi- N N
directly with nally targetedat shein. finding its
Amazon and “H sa]rl he typically makes a profit  “Shein s findingitsmerchantlockin 1o oy
Walmartandis  margin of less than 20 per cent with  has been less robust than expected in .
spending Shein but about 15 per cent from Temu.  light of Temn’s advances,” said Robin ~ l0Ck-in has
billions of However, if the product is selling well,  Zhu, an analystat Bernstein. Tearilss
dollars tryingto  Temu will source similar goods from ~ Penny Lin, a garment factory man-
replicate Shein’s  other suppliers, forcing the factories to  ager in Zhejiang, said it doubled or tri-  FObUSt than
Success—crne compete and cut prices further. pled the production of clothes ordered. e cted in
sibbyfer Shein touts its “long-term relation- by Shein and sent the mmmmng prod- -
ship” with i clothes manu-  uctto Temu, light of
facturers as one of its competitive s Alibaba's 1688. Termrs
advantages overfast-fashion rivalssuch ~ After targeting Shein suppliers in X
as Zara and H&M, forging those ties by China, Temu is also going after Ama- advances

paying

ery’he

Shein declined to comment.
‘Temu, which also pays quickly, has

ying more quickly than the industry
average. It has alsoadopted strategiesto
give its suppliers incentives to deliver
productswithin days.

“Shein rates suppliers by punctual-
ity?” said Zhang Zhongbao, founder of
Xingcheng Excellent Swimwear Consul-
tancy, which helps swimwear makers
find distribution channels. He explain-
ed that top suppliers got paid within a
week, and the worst performing
received payment after 45 days. “Slow
payment is punishment for slow deliv-

Europe.
clothing, said the

uctsto consumers.

for orders to be

zon's sellers. InJanuary, it held a recruit-
‘ment seminar for suppliers in China
that owned warehouses in the US and

Mo Yu, Temu'’s dircctor of women’s

company wanted to

compete with Amazon and Walmart.
‘more directly by allowing suppliers to
handlelogistics and
to speed up the time it took to get prod-

delivery, inaneffort

This marks a departure from Temu’s
existing model, whereby merchants
send goods to its warehouses in China.

packaged and sent.

directly to western consumers.

It currently takes Temu between one
and i

applying the proxy rules as they were
" over  written, “ve beenii ing andsells, used in its

themover thelast few years.” ownoperations. Speaking to the Financial Times days

The company’s lawsuit was filed ina  Additionalreporting by Tom Wilson after the company decided to cut up to

800 jobs, suspendiits dividend and slash
growth targets for renewables, Mads
Nipper said he took “full accountabil-
ity” for the Danish group’s woes. It was
“for the board to decide” whether he
was the right person to lead the com-
pany, headded.

The company’s former finance chief,
Daniel Lerup, and chief operating
officer, Richard Hunter, stepped down
in November with immediate effect,
while chair Thomas Thune Andersen
will step down in March after almost a
decade in the job, the company added
lastweek.

The group recorded DKr28.4bn
($4bn) of impairments in November
after sayingit was stopping work on two
projects offthe New Jersey coast.

Nipper, who joined Orsted as chief
executive at the start of 2021, said that
while there had been “tough external
circumstances”, the company had

“We made decisions which
at the time seemed right
but, with the knowledge
we have now, were wrong”

under his leadership made “some deci-
sions which at the time seemed right to
continue the developments but, with
the knowledge we have now, were
wrong”.
He added: “So| take full accountabil-
ity that we have ended in this situa-
tion . .. Most importantly is what are
we learning from It . .. we are taking
appropriate actions to ensure we won't
getintoasituation like that again.”
@rsted’s problems come as rising
interest rates and supply chain strains
have pushed up costsacross the offshore
wind industry, threatening to slow
down growth just as countries around

the world set more stringent targets to

US, with its express service taking
between four and nine days. By con-
trast, Amazon customers typically get
their packages to US consumers within

@rsteds shares, listed in Copenhagen,
have fallen more than 70 per cent since
peaking at the start of 2021. They closed
up 2.3 per cent to DKr398 on Monday,

two days. valuing the company, which is 50.1 per
Mo said that, despil iers incur- i atabout

ring more costs by having to deliver | DKr167bn.

items from their US-based warchouses, Rising interest rates have a stark

Temu will provi “subsidies” | impact wind projects, which

to them to ensure that the platform | typicallyhave highupfront costs.

“maintains its position as having the
]nwestprinein the market”.
lers said Temu's tac-

Nipper warned that the sector’s
growth would slow 'd.ramxtica.l]y"

hxdl:dt.heUS:mmmﬂmgm\lpw

forthele clectrcty reflct the higher
the US and the UK

Owen Zhang, a toy factory owner in

e recently e rates they

who supplies

with stores on Amazon, said the US
group began to request “us to provide
lower-priced products” in the second
half of last year, ]usl as Temu was con-

T e —
tal,” Nipper said. “Financing £8.5bn —
25 basis points matter and 100 mattera
whole lot more. For a company like

ductinga advertis- | ours,ifi Spercent,
ingblitzin the toexpand | that li 1l the profit
market share. ofahugeinvestment”

Amazon said its “third-party sellers
set their own prices” and that the com-
pany “offers optional tools to support.
them in offering competitive, low
prices”.

Orsted last week also said it would
exit offshore markets in Norway, Spain
and Portugal, and slow down its devel -
opment of floating offshore wind tur-
bines on platforms.

Food & beverage

Coca-Cola sales rise despite surging prices

MADELEINE SPEED

Coca-Cola has defied sluggish sales in
the consumer goods sector, reporting
better than expected revenues in the
fourth quarter and volume growth for

volumes forthe  prici
f\l].lycm'nfo.z pnccnt,whl]cfmdgmnt Zimbabwe and Turkey.
Nestlé is expected next week to report a He added that these markets, as well

0.1 per cent drop in real internal growth.
—its proxy measure for sales volumes.
But as overall inflation moderates,

the full year while to raise
pricesbyasmuch asa quarter.

‘The drinks giant said its net revenues in
the year to Dcc:mbcr Tose 6 per cent to
$45.8bn,

as Argentina, made up less than 5 per
cent of Coca-Cola's total sales volumes
but that they had “created a cosmetic

10 per cent. Despite those increases, the
volume of drinks sold rose 2 per cent,
reflecting solid consumer demand for

-Cola are sig- e near knowis

3 oo inflation will =8 hi 3
normal levelsin 2024. Murphy said the company would
Th: company ’s operating margin start to moderate pricing this year as
dd 7 percent compared  inflation normalised, adding that “a

with 25.4 per Ccent the year before, but
edged up in the fourth quarter from 20.5.
to 21 per cent. Net income for the full

“We're one of the few consumer goods
companiesthat are consistently demon-
stratingour ability togrow volumes and
revenue,” finance chief John Murphy
told the Financial Times.

Consumer goods companics, includ-
ing Coca-Cola rival PepsiCo, have strug-
gled to maintain sales volumes while
raising prices to offsct higher operating
costs. Unilever last week reported a

yearrose1 $10.7bn, or§248
a share. In the fourth quarter net

normal, moderate approach to pricing”
was reflected in its guidance for this
ear.
The company expects like-for-like
revenue growth of 6 to 7 per cent in

Travel & leisure

DARIA MOSOLOVA AND MAXINE KELLY
INDON.

Tui shareholders have voted over-
whelmingly in favour of ditching the
group’s London listing in the latest
blow to the capital’s struggling stock
market.

Europe’s largest travel group said that
just over 98 per cent of votes cast at its
annual general meeting yesterday
approved the group’s proposal to
donits London listing and leave it listed
solelyin Frankfurt.

The Anglo-German travel group joins
a growing list of companies that have

income was below falling
3 per cent to $1.9bn, compared with an
expected 10 per centuplift.

Europe, the Middle East and Africa

2024, si lower than the 12 per
centrisein2023.

North America was one of the few
regions where slower sales indicated

of rival exchanges, with reasons includ-
ing a significant decrease in liquidity on
the UK equity market as well as the

24

percentin the fourth quarter and 19 per
cent for the full year. Unit case volumes
were flat while revenues grew 7 per cent.
inthe region. Murphy said athird of the

against higher prices. Unit case volumes
fell 1 per cent in the full year asa result
of lower demand for Coca-Cola’s water,
sports, coffeeand teabusiness.

higher

Trish building materials group CRH
and packaging company Smurfit Kappa
are among companies that last year
moved away from London as their pri-

mary listing. UK pollster YouGov and

Tui delisting vote is latest blow for London

post-pandemic travel boom was retain-

cancelling London listings.
Tui said earlier this year that “termi-
natingthe listing in London would offer
clear advantages for investors and the
company”. Its shares traded flat yester-
day, as their price remained about 30
per centlower than it was one yearago.
The vote came on the same day Tui
reported strong revenues for the last
three months of 2023 in a sign that the

Tuf's sales have risen as customers
continue to splash out on holidays

The group said it increased sales to
€4.3bn in the three months to Decem-
ber, up 15 per cent year on year despite
cost pressures hurting consumers. It
reported underlying earnings before
interestand taxof €6mn in the quarter.

Tui attributed growth to “more cus-
tomers and higher prices” as demand
fortravel remained strong over the win-
ter while its average prices rose 4 per
cent above the previousyear’s level.

“We are on track, we are gaining cus-
tomers and we are growing,” said chief
executive Sebastian Ebel. “People’s high
willingness totravel ensures strongeco-
nomicdevelopment inall areas”

The group’s share price has been
damped by broader “macro concerns”,
said Ivor Jones, analyst at Pecl Hunt.
“There is concern about what the con-
flict in the Middle East means for the
price of oil, which is very significant for
Tuisairline fleet,” said Jones.
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Investors back psychedelic mental health drugs

Biotech start-ups attract the interest of sovereign wealth funds as research shows promise and regulators ease rules

TABBY KINDER — SAN FRANCISCO
OLIVER BARNES — LONDON
Biotechnology start-ups seeking to use
psychedelic drugs totreat mental health
disorders are raising hundreds of mil-
lions of dollars as investors are tempted
back to the sector by watershed clinical
data and regulatory approvals expected
this:

Groups seeking to harness mind-
altering substances —including MDMA,
psilocybin mushrooms and 5-MeO-
DMT, a hallucinogen found in desert
toad secretions — raised at least $163mn
across five dealsin January, accordingto
PitchBook and company data. It is the
second-highest month of fundraising
recorded, bettered only by March2021.

People who work in the sector said
they expected more backing for psyche-
delics groups as promising scientific
data and positive signals from regula-
tors attracted high-profile investors.

Singapore’s $300bn investment fund
Temasekand the venture capital arm of
one of Abu Dhabi’s largest sovereign
investors, Mubadala, have held talks
with biotechs to fund development of
psychedelic mental health treatments
and clinics, according to three people
familiar with discussions.

The two funds have a history of
investingin biotechs but are bankrolled
by countries that have some of the
world’s most restrictive laws on drug
possession; Singapore has executed at
least 15 people for drug-related offences
inthe pasttwo years. Temasek declined
to comment. Mubadala said it was “con-
tinuously evaluating all possible clinical
and therapeutic prospects to address
significantunmetneeds”.

Once considered a relic of the 1960s
counterculture, psychedelic drugs have
experienced a renaissance in societyand
in healthcare research in the past two
decades, such as the rise of “microdos-
ing” by Silicon Valley tech executives.

“While many of the early studies into
the effect of psychoactive substances on
‘mental health were funded by philan-
thropy, billionaire evangelists for the
drugs such as tech entrepreneur Peter
Thiel, German financier Christian
Angermayer and crypto investor Mike
Novogratz became pioneers in funding
over the past decade by deploying their
personal wealth as institutional inves-
tors remained wary.

January was the second-highest month on record for funding

of the psychedelics sector
Deal count

15—

— Deal value ($mn)

—200

Ireadyarrivedin
society as an accepted fact,” said Anger-
‘mayer, who started investing in psyche-
delics when he became convinced of
their efficacy after using them around a
decade ago despitea lifctime absaining

d alcohol. “Talways try to

structure is giving investors great com-
fort?” said Greg Mayes, chiefexecutive of
Reunion Neuroscience, a Canadian
group developing psilocybin treatment
for post-partum depression. “Data, reg-
ulatory and commercial [progress are]
all convergingin an area where there isa
giantunmet medical need”

'More than 50 psychedelic companies
havegone publicin the USand currently
haveacombined valuation of more than
$2bn, which is predicted by analysts to
reach $12bn by 2030.

In]July, the American Medical Associ-
ation released the first CPT codes —
reimbursement codes used for health-
care billing — for psychedelic therapies,
which created a pathway for the drugs
to be integrated into the US healthcare
system.

“We have demonstrated . . . that it’s
possible to take the psychedelic experi-
ence and work within highly regulated
protocols and still get great results;” said
Rick Doblin, a psychedelic drug advo-
cate who founded the non-profit Maps
in1986. “The world's on fire and psyche-
delics are going to become more essen-
tial asamedicine.”

The results of early leading studies
into psychedelics made public have
been groundbreaking. The first clinical
trials by Lykos showed that more than
70 per cent of its MDMA-assisted ther-
apy study participants were cured of
PTSD after 18 weeks, while Compass
Pathways found thatit could get a quar-
ter of patients with treatment-resistant
depression into remission in 12 weeks,
according to data released last year.

The early data helped Compass raise
$285mn in a private placement of its

£/

R drugs under

nearly Sbbn by 2029 if approved
Annual pm]ec!ed revenues ($br)

could reach A from mainstream bio-

tech funds, including $10bn fund RA
Capital and Surveyor Capital, an equities
business owned by Ken Griffin’ Citadel.

- 0|suk= Huldmos

I Atai Life Sciences

That Compass funding round was
“good for the sector overall”, said Doug
Drysdale, chief executive of Cybin, a
Nasdag-listed company backed by asset
‘manager Janus Henderson and Cohen’s
Point72 hedge fund, as it showed that
fundamental pl utical investors
were doublingdown on the space.

“You don't have to be a tie-dye wear-
ing investor to think of the psychedelic
0  spaceasinteresting” said Protik Basu,
‘managing partner of Helena Special
Investments, which led the latest invest-
‘ment round inLykos.

“Investors like investing n inevitabil-

2028

2029

ask mys:][ is it just my circle’,
but ... . the demand is so high and the
current treatments are so bad.”

The investor interest in businesses
developing psychedelics comes as the
broader biotech sector enjoys a revival.
A Nasdaq index of small-cap biotech
stocks has rallied by more than 40 per
cent in the past three months as inves-
tors betonanend tointerestrate rises.

Even 5o, the drugs have remainedina
legal grey area in many countries, with
concerns about a rise in illicit recrea-
tional use following the uptick in clinical
acceptance. Most common psychedelics
remain controlled substances in the US,
although this doesnot prevent state by-
state decriminalisation and is not con-
sidered a barrier to approval by the
Food and Drug Administration.

By this summer, London-based Com-
pass Pathways, a Nasdagq-listed group
backed by Thiel and Atai Life Sciences, a
biotech group Angermayer founded, is

to publish data from a phase 3
trial of 800 human subjects who have
taken synthetic psilocybin to address
treatment-Tesistant depression. These

growingproduct. Analysts project it will
achieve more than $1bn in sales this
year, and become a so-called “block-
buster” drug.

That clinical distribution of Spravato
has laid the k for future

ities: you can't argue with the absolute
crisis of mental health around the
world; you cannot argue with the fact
that antidepressants and the current
suiteof tools generally suck.”

Ruehlin

“The emerging commercial infra-

Singapore, George Hammond in San Fran-
ciscoand lan Johnston in London

2019 2020 2021 2022 2023 2024 2025 2026 2027
Mind-altering:  will be the first results from astudy  nary Association for PsychedelicStud- T world's
Spravato, a designed on landmark US FDA guide- ies, is also awaiting a decision from the
nasal spray lines for researching psychedelics out-  FDA on its MDMA.assisted therapy for 0 fire and
based ona lined st ycar,  decision that encour. post traumalicstressdisorderexpected  povchedelics

lecule f aged investors that formal approval of by thethird quarter of2024. Yene
ketamine, the drugswould soon follow. ‘The decision could lead to the sched-  AT'¢ Z0iNG
and, below, “Much of the stigma in investing cir-  ule-1 controlled substance beingreclas- 0 e ome
psilocybin cleshas started to dissipate;”said Kabir  sified for use as a mental health treat-
mushrooms, Nath, Compass chief executive, who  ment, the first time such areclassifica-  TNOTE
bothof which  said the FDA's move to issue guidance  tionwillhavetakenplace. 5
e 1T [ Sty o According h Essem}"{l as
depression ward” forinvestors. company,a fundinground worthmore @ Medicine’
FT montage/Boombers/ Lykos Th ics, a ff-  than $100mn last mumhfmmngmnp
shoot of the non-profit - of10i the char-
itable foundation run by hedge fund bil-
lionaire Steven Cohen and his wife Alex-
andra, was oversubseribed. Asaresult,  yo 1 o
Lykos is considering raising morc
‘money bytheend of this year. have tobe
“Thercs alotof biotechinvestorsand 13
e el e e ‘dye
on the sidelines . . . they want to see ~ Wearing
what the commercial rolloutlooks ke 1
o G e ML L
Santo, a Chicago-based venture capital ~ think of the
fund that invests exclusively in psyche- :
delcshenlthear. ~Theresgoimgrobes  PSyChedelic
Iotof change based on whether [Lykos] ~ SPAce as
comes throughandgets approval.” . o
[ e R LIS LT
‘molecule from the psychedelic drug ket-

amine used to treat depression, already
ranks as Johnson & Johnson's fastest-
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Oil & gas

Biden's offshore drilling curbs hit by lawsuits from both sides

JAMIE SMYTH — NEW YORK

The US oil and gas industry is suing
the Biden administration over its
decision to severely restrict offshore
drilling amid a growing industry
backlash againstitsclimate and energy
policies.

But, in a sign of the political tightrope
policymakers must walk when rule-
‘making in the US climate and energy
sector, climate campaigners also sued

ers’ ambitionsin the oil-rich region. The
record-low number of planned sales in

needs;” said Ryan Meyers, APT's general
<o

group, said it is concerned the lease sale
programmewouldjeopardisc the health

nearly a half century
leasingwas a fraction of those in an orig-
inal proposal for 47 made under former
president Donald Trump.

The decision was criticised by the
industry, which lobbied hard to gain
greateraccess tothe Gulfof Mexico.

But it was also criticised by environ-
mental campaigners, who called it a
“missed opportunity” to minimise

unscl.

APIfiled its petiti USCourt of
Appeals for the District of Columbia Cir-
cuit. Alleging it was “arbitrary, capri-
cious and not in accordance with the
Iaw”, the lawsuit asked the court to

ofalready

“The oil and gas industry is already
sitting on 9mn acres of undeveloped
leases. They certainly are not entitled
to more,” said Brettny Hardy, an

“[It] is putting American
consumers at greater risk of
relying on foreign sources

‘Funber information, in paricalar segading the ormalies elting (o dechrtions of chies, caa be obiained oline o

Cartiid v capy.

Legal Notices

BIDA

Bundelkhand Industrial Development Authority
International Competitive Bidding (ICB)

REF: 162/MKA/BIDA/2023-24

Request for Proposal (RfP) for "Hiring a Consultant for
Preparation of ‘Vision Document & Master Plan 2045 for

“The A 5
bitter conflict between the industry and

(BIDA)"
The Government of UP has envisaged the development of]
de

the Biden over the lat-
ter’s recent pause on approvals for new
terminals for liquefied natural gas

e policy. s
Th th, the for future energy needs exports as it reviews considerations

leurn Institute, a lobby group, accused 2mn barrel sucl gas cmissions and

the e T e e e e dedslon i

at its disposal” to restrict access to under the Outer Cy Shelf The actions on off-

resources in

mixl US production that has recently

It said it needed to act to prevent con-
sumers from having to rely on foreign
supplies and safeguard their energy

security,

In September, the US interior depart-
ment unveiled plans to hold just three
offshore lease sales in the Gulf of Mexico
from 202502029, in a blow to produc-

n. issuing a five-year programme

Lands Act. '[‘he interior department
declinedto cor

history, the groups
administration is hmnmg access in a al'gucd in their leg;;l action that the
region failed to consider
amongthe ]wcstmrbon m'ﬁnswebar— adequx'r.ly'.hc publichealth impactson

o T frontline by approving
e T e e e

eign sources for our future energy

lease sales.

shore drilling and LNG come ahad of
this year's election, in which President
Joe Biden is appealing to climate-con-
scious voters to block Donald Trump,
his most likely challenger, from gaining
office and tearing up his environmental
policies. Trump has pledged toundothe
pausc on LNG approvalsin hisfirstweek
back s il

vel-
opment and balanced regional industry agglomeration in the state of|
Uttar Pradesh.
Online tenders through e-procurement are invited by Uttar Pradesh
State Industrial Development Authority from interested bidders for
"Hiring a C for Vlswn &
Master Plan 2045 for
Authority (BIDA)". The salient features of the project, eligibility
criteria and prescribed formats for submission can be accessed in
the RfP document uploaded on the website: www.etender.up.nie.in
Authority

First floor, Pahariya guest house,
Irrigation department, Mata Tila Colony,

Jhansi, Uttar Pradesh
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Focus switches from rising
prices to strength of economy
inboost for 60-40 portfolios

MARY MCDOUGALL AND
STEPHANIE STACEY — LONDON

Asell-off in global bond markets com-
bined with a rally in stocks this year
shows that investors’ all-consuming
obsession with the path of inflation and

Trading sentiment. Investment strategy
Stocks and debt diverge as
inflation concerns ease

Some strategists believe the diver-
gence this year between stocks and.
bondsissettocontinue.

be cuttingborrowing costs as quickly as
investors had been hoping,
Investors e also rthinking whether

“We see the bond-cquity correl
shifting back to negative this ycar.” said
George Saravelos, global head of FX
researchat Deutsche Bank.

“We have indeed started to observe
this since the start of the year with US.
cquities making fresh record highs but
USyields alsorising”

‘When interest rates were at rock bot-
tom, bonds struggled to deliver positive

y a)

analysts.
Wall Street has led a 3.8 per cent gain
for developed market stocks s fa this

returns, and big losses as
interest rates rose. But when rates are
higher they offer a consistent income,
while investors normally expect them

year, boosted by the
the US economy, while an index of glo-
bal bonds has dropped 2.8 per cent as
investors have dialled back their expec-

torise ifth sours.

Analysts believe the shift in correla-
tion has been driven by the market’s
focus switching from fears about infla-

Such divergent moves mark a break
from the past year or more, when the
two assets have tended to rise or fall
together, and could herald a return to
the previous pattern where lower-risk

tion about the strength of
the economy.

That has come as markets have
become more comfortable that inflation.
is heading back down to central banks™
target levels, while also gradually start-

theyneedtob
etary policy, given that the buoyant US
economy so far appears to have
shrugged off much of the impact of
higher rates, which have been held at a
22 year high of between 5.25 per cent
and 5.5 per centsince July last year.
Economists polled by Bloomberg
expect benchmark 10-year US borrow-
ing costs to fall from a current 4.2 per
centto 3.6 per cent in 2025, still higher
than under 2 per cent at the end of 2019.
Higher yields bode well for the 60/40
portfolio, because they allow more
room for prices torise and for the bond
componentof the fund to perform well.
Stocks have been boosted by figures
showing the US economy added twice as
‘manyjobs as forecast inJanuary.
Investors also say the impact of fiscal
policy has been underestimated. Legis-
Tation including the Inflation Reduction
Act, Bipartisan Infrastructure Deal and
Chips and Science Act have helped
hannel over §1tn of i intoth

fixed income acted asa
toriskier equities.

The shift is likely to come asarelicfto
investors holding forms of the “60/40”
portfolio, which allocates 60 per cent to
stocks and 40 per cent to bonds and is
designed to lower risk and provide
diversification during market shocks.

Ronald Temple, chief market strate-
gistat Lazard, said “60/40 isnotdead, it
wasjusttakingabreak”.

Such portfolios were hard hit in 2022
when both stocks and bonds tumbled —
a scenario for which such portfolios
were not designed, although they per-
formed well late last year when both
assets surged in tandem on hopes of
rapidinterest rate cutsin 2024.

will not:

| Stocks and bonds diverge

this year
Rebased (i)
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US stock and bond correlation ‘
has fallen
Correlation based on daily changes over
rolling 1-year periods
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Inflation eases:  USeconomy n recent years, and pushed
shoppersina the budget deficit close to 6 per cent.
Brooklyn store. “We are too obsessed with monetary
Rising prices policy, as fiscal policy has a big impact
andtheinterest  on growth,” said Luca Paolini, chief
rate policies strategist at Pictet Asset Management.
neededto “We have seen an incredible expansion
restrain them offiscal policy, which, unlike monetary
hadbeenthetop  policy, continues to be extraordinarily
concern for Toose and expansionary.”

investors but Paclini thinks the correlation
growth has between stocks and bonds will fall
returned asa “quite significantly” this year as risks
keypartofthe shift frominflation togrowth, whichwill

picture — veor o
siamberg

accelerate “in the next few quarters”
withaweakening ofthe US economy.
“When growth risks rather than infla-
tion risks become dominant, bad news
is bad news. So [when] you have bad
economic data, you have a strong posi-
tive impact on bonds and very negative
on equities;” he said, addingthat “bonds
again will offer some diversification”.
Investors say the key question now
willbe whether inflation re-cmerges. US
consumer prices excluding food and
energy rose ata 3.3 per cent annualised
rate in the final three months of 2023,
down from 5 per cent early last year.
Analysts at PGIM note that market
pricing for long-term inflation remains
“contained but stubbornly above” the

‘Weare to0  Federal Reserve’s 2 per cent target, with
an average annual rate of 2.6 per cent
ol?sessed pnned for five years starting in five
with
¥ Bt Kama.k.s}lya Trivedi, head of glo-
MONCEAY  y Jky ot Goldman Sachs, said: “The
policy. as important thing is the nature of the  Ourglobal
;i shocks driving markets is shifting from  feam gives you
fiscal p.Olle aregime whereitwasalmost exclusively  market-moving
hasabig inflation that mattered to one where  news and views,
i growth matters too.” As inflation comes 24 hours aday
1mpact,on back to target, growth is “good for equi- fl.com/markets
growth’ tiesand not sogood for bonds”.

Crypto

Spot ETFs
spur bitcoin
price to more
than $50,000

SCOTT CHIPOLINA — LONDON
WILL SCHMITT — MIAMI

The price of bitcoin traded above
$50,000 this weck for the first time
since 2021, underscoring the sharp
change in appetite for the token since
‘mainstream bitcoin investment funds
launched earlier this year.

The industry’s flagship cryptocur-
rency has gained almost 15 per cent
since the start of the year, largely driven
by the US Securities and Exchange Com-
‘mission reversinga decade-old policy to
approve several spot bitcoin exchange
traded funds, vehicles offeringinvestors
exposure to the price of bitcoin through

aregulated product.

Many of Wall Street’s biggest names
have offered spot bitcoin ETFs, includ-
ing BlackRock. But despite widespread
anticipation over their launch the price
of bitcoin fell about 15 per cent in the
days followingthe SEC’s approval.

The token’s surge to $50,000 on Mon-
day — more than double the level at
which it stood a year ago — followed evi-
dence that the ETFs were bringing new
‘money intothe market, analysts said.

“Following a disappointing launch of
several bitcoin ETFs we're now seeing
continued inflows into newly issued
funds, and I think we're secing much
‘more organic demand for bitcoin as a
result,” said James Butterfill, head of

‘Given how nebulous
the bitcoin ecosystem is,
it’s hard to tell who's
buying and why”

research at crypto investment group
CoinShares.

After the initial waves of inflows into
‘new spot bitcoin ETFs and outflows from
Grayscale Investments’ converted prod-
uct, asset managers are turning their
attention to the long-term investment
case for bitcoin ETFs. Accordingto Coin-
Shares data, the newly approved bitcoin
ETFs have pulled in about $3bn in net
flows, even after more than $6bn was
pulled out of Grayscale’s product since
its first day of tradingas an ETF.

Ascrypto offerings continue to pene-
trate the world of traditional finance,
issuers arc optimistic that mainstream
investors will eventually allocate asmall
percentage of their portfolios to prod-
ucts such as bitcoin ETFs.

“I think it’s something where you'll
start to see a specific allocation to that
over time with the longer track record”
said Tim Huver, managing director on
the US ETF services team at Brown
Brothers Harriman. “We'll see increas-
ingadoption and interestin that space.”

Other analysts are less convinced.
“I'm sure the bitcoin [bulls] will say the
world is waking up to the reality of bit-
coinbut, given how nebulous the bitcoin
ecosystem is, it’s hard to tell who's buy-
ing and why?” said Jim Angel, faculty
affiliate at Georgetown McDonough's
Psaros Center for Financial Markets and
Policy. “The price of bitcoin will always
fluctuate violently based on the number
of true believers that want to buy, and
the number of sceptics that want to sell.”

Japan's growing love of ‘transition bonds enters a new stage with sovereign issuance

MORAL MONEY

Simon
Mundy v

apan’s government will cele-
‘brate Valentine's Day today by
taking the country’s emerging
love affair with “transition
‘bonds” toanew stage.

The term refers to bonds that fund
investments that are not necessarily
“green” per se, but should result in
lower emissions from polluting eco-
nomicsectors. This isan asset class that
has struggled to catch on in most of the
world. In Japan, however, some of the
nation's largest companies have made

ig i ition bond

tainable or sustainability-linked.

‘What is different about this bond
programmeisthe emphasis on usingthe:
proceeds to reduce emissions from
the most stubbornly dirty areas of the
economy.

“Transition finance” is a paradigm
that needs serious scrutiny. If deployed

bond issuance in Europe, Kidney said.

accounted for the vast

are a distraction from pure battery-
4

publicly
they were aimed largely at financing
natural gas plants, on the basis that
these would help a “transition” away
fromeven more polluting coal power.
In contrast, the CBI has formally
endorsed Japans new issuance, and Kid-

keep heavy polluters in business with-
out driving real change in their prac-
tices.

There is also the risk that financiers.
drivetoo much capital towards “transi-
tioning” big incumbents with which
they've enjoyed lucrative relationships
for decades, and too little to fund the
growthofancw generation of disruptive
green companics.

There’s noquestion, however, that the
progressive greening of currently dirty
sectors, assets and mmpams m\mbe a

label.

Now the Japanese government is
joining them, with the first sovercign
issuance of this sort. This ¥1.6tn
($107bn) of "l ition bonds’,

of it
T AT ad
explicitly labelled transition bonds,
from both sovercignand corporateissu-
ers, could be an important means of

the first tranche of which will bcnssuetl
today, is far from the first sovercign
issuance of debt aimed at climate-
friendly investment. Governments
from Brazil to Saudi Arabia have issued
bonds variously labelled as green, sus-

funding this i s Sean
hief exccutive of the Climate

ney said he growth in
corporate transition bond issuance,
notably in the US, where it could be a
useful concept for industries including
cement and steel.

The transition bond category is “a
‘marketing label”, he added. “Call them
pinkbondsif you like. The main point is
that the money is going towards things
that are compatible with [limiting glo-
bal warmingto 1.5C]”

Japan’s Green Transformation (GX)
strategy, which the new transition bond
programme is designed to assist, has

unveiled last February. It includes
potential support for i to use

Tapan’s cabinet

transition bond issuancein the past cou-

pleof years. Examples include tworissu-

retary for
the government’s transition pro-
amme was on promoting technologi-
cal advances, to drive decarbonisation
while boosting economic growth and
energy security. “Unless we come up
with new technologies and technologi-
cal solutions, we will not be able to
achieve net zero by 2050 he said.

The proceeds are used to
reduce emissions from the
most stubbornly dirty
areas of the economy

Shikata added that the bond pro-
gramme would serve to encourage pri-
vate sector investment, with the gov-
o % lons. term Financial :

ances to ¥30bn by Japan
Airlines, to fund investment in more
fuel-efficient planes. In 2022, Kyushu
Electric Power issued transition bonds
worth ¥40bn to help it replace coal-
fired power stations with ones burning
natural gas.

Japan’s corperate transition bond
flurry has helped to fund precisely the
same sorts of gas investment that Kid-
ney’s CBI resisted in Europe. Concerns

kind of illbe needed
worldwide — suggests that the concept
may yet be taken up by companies in
other large economics.

Akane Enatsu, head of the Nomura
Research Center of Sustainability, notes
that official Japanese government
guidelines for transition bonds were
crucial for dri
issuers and
guidelines are lacking in most other
leadingeconomies.

But the International Capital Market
Association, whose standards are

about bei

—or“transition- ” _have surely
been a key factor holding back transi-
tion bond i issuance in western. markets.

widely followed ha
published a handbook defining best
practice for this kind of finance. Such
fnancmg must be dmmd towards an
the

Another fan alterna-

tive asset class that can be used to fund
this kind of investment. Sustainability-
linked bonds come with targets around
‘metrics such as carbon emissions, and
the promiscof higher Interst payments

2015 Paris Agreement goals, and issuers
‘must provide proper transparency on
their underlying investment pro-
, the [CMA says.
Teansiton bondscould proveausefl
tool for

carbon-free ammonia alongside coal in
power plants, upsetting those who say
coal plants should simply be closed as
soonaspossibl

rtifies

The transition bond proceods will not
i strategy —

tals of fixed-i
securities, in cffect “shut down” an ear-
lier small wave of corporate transition

may in
other controversial areas such as hybrid
petrol-electric vehicles, which to some

ment giv'iug confidence in a predictable

ulf Er]andssan. of the non-| pmﬁL

policy thelongterm.
That private sector activity must

ixed Income Institute,
argues Lhatuusstmcmm can giveinves-

sition. And i

tors greater confidence in the issuer’s

interested in using transition bonds to
help them do so can look to Japan for
lessons.

Japan, together with China, has

progress, and that
Japan should issue SLBs alongside its
transition bonds.

But the take-off of transition bonds in
Japan — and the vast amount of this

ing to play a role in bulldmg acleaner
world economy. But rigorous standards,
effectively and transparently applied,
will be essential if this asset class is to
catchon worldwide.

A version of thisarticle first appearedin the
Moral Money newsletter. Sign up at
FLoom/newsletters
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The day in the markets

What you need fo know

& Wall Street declines after data shows
US inflation eased less than expected
» Sell-off spreads to Europe, where

‘ Treasuries sell off on strong US inflation figures ‘

Two-year Treasury yield G

Big opportunity
in EM debt from
swinging dollar

sure over EM equities. Countries that
feature heavily in local debt market
benchmarks are catching up with the
cconomic growth of heavyweights in

‘The former include

Indonesia, Brazil, Poland and later this
year India when it is added to JPMor-
benchmark emerging-
‘market debt index. Recent laggard Tur-
key also seems to be turning a corner
afteryears of poor, unorthodox policies.

Outside of main debt benchmarks,
there are also smaller rising stars in EM
local debt such as Costa Rica, the
Dominican Republic and Jamaica that
have been able to leverage US excep-
tionalism through links such as remit-
tances and tourism thanks to positive
macroeconomic management and
structural reforms.

‘The IMF projects that the economic
outperformance of countries in the cur-
rency basket for EM equities over local
debt index constituents will fully dissi-
pate in the next five years. This makes

stocks and sink A 52 s :
e e vt 15 et v Victoria Courmes
for first time since mid-November

50 .
Global stocks and bonds sold off sharply M k I gh
‘'yesterday after strong US inflation data a]:‘ etS nSl t
dented investors' hopes for inferest rafe o
«cuts over spring. \‘

Wall £ S&P 500 and s have in with EM than
the fech-dominated Nasdaa Composite L financial markets since 2010 have  they have been for more than a decade.
stood 13 per cent and 17 per cent lower only known arising dollarand the ~ Already many EM assets delivered
iin early afternoon trading, after data L significant impact it hashadonthe  strong returns in 2023 despite ongoing,
showed US inflation last month eased relative returns of assets not trendin.
less than expected fo 31 per cent. denominatedinthe UScurre the US currency could be a big spur for

Investors reacted o the news by ¥ 42 M observe  non-
scaling down bets that the Federal that the dollar takes roughly decade-  Welookedatabasket oflocal curren- ~ gan’s
Reserve would begin cutting inferest long swings: when it looks rich on most  cies weighted in linc with benchmarks
rates in May, which pushed rate-sensitive T T T T 40 | currency valuation metrics, as it cur-  for EM debt and equities. We estimate
two-year Traasury yields up Ol Auo e Feb rently does, its decline portendsa boost  the dollar is 8 per cent and 15 per cent.
percentage points to 451 per cent — s o to foreign stocks and bonds, especially  overvalued versus the currency baskets
their highest level since carly December. | " those in emergingmarkets. associated with local debt and EM equi-
Yields move inversely fo prices. g Aside from the translation effect that. ties, respectively. These valuations are

The sell-off on Wall Street l]uicHV debt - i nﬂ_hnse BLLhe start of the
spread to Europe, ot ic.“Overall, | provide a further boost fo export-heavy ithdol-  past 003-11.
government bonds sank in zﬂermn we think the strength in January is likely | Japanese equities, which earlier lsl' based portfolios in such a trend,
trading. Two-year UK gilt yields climbed | to bea one-off” said analysts at ABN vesterday rose cose o al-fime highs hf | therearcother reasonstobebullishon /b oo
01 percentage points fo 4.4 per cent and | Amro. Strong housing inflation, which more than three decades ago. EM debt given high interest rates, shift- en itlooksrichasi
wo-year German yields rose 0.05 offset declines in used car pricesand core | The Topixindex jumped 21 per cent fo | ing growth differentials and diversifica- ~ currently does, its decline
ipercentage points to 2.75 per cent. TIIE gwds. mﬁeﬂs wllhaVEI'V lunﬂ |au|l|e its highest level in 34 years, boosted by a ‘tion considerations. T d b 1 L
s 27 they | T3 per cent gain for semiconductor Of course, it is hard to spotinflection  POT1ENAS 2 DOOSTLO
index dropped 1per cent and London’s sant “The Fed i is fully aware these lags | group Tokyo Electron, which raised its points after so many years of nonstop  foreign stocks and bonds
FTSE 100 fell 08 per cent. thi  profit guidance. The Nikkei | dollar strength. However, most often, it

The Fed has a “last mile problem”, said month's data” 225 rose 2.9 per cent and is also at a is in such uneasy times that contrarian
Tiffany Wilding, an economist at Pimco, In currency markets, the dollar fraded 34-year high, having enjoyed its best positions can pay off the most. The key Another local debt Inm] rlnht

who noted that inflation in services
remained strong. “This report reaffirms
our view that [the Fed]isn't cutting rates
until mid-year o lafer;” she added.

0. per cent higher on the inflation data
release. The move pushed the greenback
above ¥150 against the yen for the first
time since mid-November, which could

start fo a year since 1998. In commodity
markets, prices for Brent crude, the

intemational oil benchmark, rose 1.2 per
cent 1038298 a barrel.

question is: can the US be even more
exceptional than it is now te continue
the dollar’s upward trend?

Markets update
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Basis point change on day_10.050 3000 0520 9.400 0000 0.000
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CVC co-founder Mackenzie steps back
ahead of private equity group’s listing

WILL LOUCH
PRIVATE EQUITY CORRESPONDENT

Donald Mackenie, one of CVC Capital
Partners’ co-founders and most suc-
cessful dealmakers, is stepping back
from Europe’s largest buyout firm
listing.

November because of market uncer-
tainty, missing out on a subsequent
boom in the share prices of publicly
traded peers such as Blackstone and
KKR.

“When we founded CVC in the early
90s it was our ambition to create a
business that would

Mackenzie, 67, was among a small
group of executives at Citibank who
spunoutin1993to form what isnow one
of Europe’s biggest private equity firms.
CVC now manages €188bn in assets and
last year raised €26bn, the largest buy-
outfundonrecord.

‘The Scotsman is the latest founder at
CVCtostep back in recent.

continue to flourish long after the
founders had gone. 1 belicve we have
achieved that. The business is in very
good shape and in good hands,” Mac-
kenzie saidin a statement.

Mackenzic will remain on CVC’s

involved. Mackenzie led CVC’s buyout
of racing company Formula One, one of
the firm’s most lucrative deals.

The $1.7bn deal proved controversial
‘and led to Mackenzie facinga grilling i
aGerman court over undisclosed pay-
‘ments involving then F1 chief Bernie
Ecclestoneand a banker.

But CVC ended up selling the com-
pany to US billionaire John Malone’s
Liberty Media in a transaction valuing
the sport at $8bn in 2016.

Mackenzie also became the unwitting
face of the industry in the UK when he
d to appear at a parlia-

g

group undergoes a genermjm.\a] transi-
tion that h

board of dis focus onhis “pri-  was
ate interests”.

A trained
began his career in at3i,

‘mentary hearing in 2007, alongwitha
small groupofother buyout executives.

the

including 61+ yeamld nmnagmgpmr

ani formed by
Bank of England, back when itwasstilla

RobLucas,
Mackenzies decision also comes as

CVC is preparing for an initial public

offering that will see the notoriously

secretive fund manager subject to

increasing scrutiny.

‘The firm postponed plans to float in

1n 1988, he joined Citibank where he

kers grilled the i
:ymnsmausty:xchangc

Itwasin the years following the global
financial crisis that CVC’s growth accel-
ernmd. as investor were drawn to its

co-founders Rolly van Rappard and
Koltes. Th i

ln 202L CVC sold a stake in itself to
Blue Owlin a deal

in 1993 in a move that would prove
wildly lucrative for the partners

wvaluing the company at €15bn. Koltes
stepped backin2022.

The glass-halfcmpty
in me believes geopolitical risks (the
Russia-Ukraine war, Middle East con-
ﬂm chm Taiwan Lensions, ctc) and a

is high interest rates: in both nominal
and inflation-adjusted terms, current
EM interest rates are back to the
2003-11 average. It is rare to get this
combination of cheap currencies with
highrates —andit doesnot lastlong,

l'-‘uthcr, the local debt asset class is
seeing more “frontier” markets join —
Uruguay most recently — expandingthe
opportunity set. The IMF projects fron-
tier GDP growth of 4.5 per cent for
202428

ki h

aumd:Lh:USmlghlngnalthmwchav:

fthe pastdqlr
]xrdcclmc oyclethegrowth diferental

local debt basket.
frontier opportunities via EM equitiesis

lnawur]dnfnsl(wemnn thedollarcan
indeed remain ki

The glass-half-full American in me,
though, sees factors such as sluggish
growth and lack of structural reforms in
recent years already priced in tonon-US
currencies.

In other words, investors are now
‘more highly compensated for the risks

was very high. This was powered hy

‘The bottom line: based on our reading

China's post.fi =
spending, which hh,cd commaodity
prices and, in turn, capital flows to EM
countries. More recently, amid lower
global growth, this differential has
waned.

Th

looking back on this current period as
an attractive entry point for emerging
‘market local debt.

Victoria Courmes s a portfolio manager at

i ide i ing and
in a way that favours local debt expo-

GMO. ging
ketssecurities
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ARTS

‘Moments frozen on Smm film
and recycled photographic
relics areon show ina

wistful New York exhibition,
writes Ariella Budick

photograph is instantly

nostalgic, capturing a time

that starts deliquescing

even before the shutter

completesits snap. You can

look at a picture from 30 seconds ago

and immediately start remembering.

Don't Forget to Call Your Mother, the Met-

ropolitan Museunn’s latest love letter to

the mnemonic power of photography,
ampsup that effect —ortries to.

This sporadically successful showgets
itexactly right with Larry Sultan’s enig-
‘matic wall of prints, which vibrates with
refined ambivalence. Sultan plucked
each image from his family’s home mov-
ies, an anthology of mid-20th-century
leisure preserved on 8mm film. In the
grainy textures and light-washed col-
ours of the 19605, a young mom cradles
her baby by a waterfall. Dad pushes a
brand-new lawnmower over emerald
grass. Here, a boy in an orange life vest
scuttles on to an inflatable raft. There,
he hurls himselfthrough a hoop held by
anadult’s hand. We witness picnics and
trips to Disneyland — all the recorded
rituals of the suburban middle class, or
those who ache to belong. Similar films
Turk in the attics of millions of families,
uniting Americans across ethnic, politi-
cal and regional divides.

To the adult Sultan, revisiting that
footage allowed him to understand his
family’s move from a five-storey
walk-up in pre-gentrified Brooklyn to
California as an almost mythic journey.
“The home movies seem to me the
visions that a family in Flatbush, New
York dreamt up,” he has said. “If you
took all our hopes and projected them
on toemulsion, it would look like those
movies.” The Sultans were the drama-
turges of their own lives, and the lawn
wastheir stage.

Snapshots are often posed, composed
and intentionally artificial; home mov-
ies, on the other hand, follow the flow of
movement and mood, the transitions
from self-conscious clowning to flicker-
ing distraction. Those unguarded
‘moments are the ones that interested
Sultan, and it's there that he went hunt-
ing for single frames to extract. In one,

Vintage images mined for new meaning

theboy — Larry himself,

Above: Larry
Sultan, ‘Untitled
Film Still
(1989).

Left: Hai Bo,
“They No7,
Three Sisters”
(2000)

therest

cluu‘_hes ‘his lower hat]( like an old man

areacts of

“lam sul] caught in that 1ungmgfur
that

e e e e
palms to her checks in exasperation,
pantomiming “The Scream”.

A viewer might miss one of
these 16ths of asecond when they slip

e sout west? Sultan has
said. “And I'm caught between knowing
better and still desiring that security
and some past that doesn't exist except.
inhome movies”
That mi £

by ona projector, but in Sul feeli

u the main event. and printed on paper,
ill p disquiet, tension and perfect fusion of subject matter,

'hz slight taint of i They i

LINDBERG®®
Visionary by design

Alina wears Spirit Titanium
Crafted in Denmark.

In one, the upturned palm cradles a
‘miniature black-and-white headshot of
himself as a child in a worker’s cap, a
young soldier of the Cultural Revolu-
tion. In the other, the same hand prof-
fers a picture of Mao. The diptych col-
lapses recent events with more remote
history, mixing the intimate with the
epicandviolence with nost

The show eloquently contrasts the
way memory and aspiration interacted
differently during the last century in
China fromthe way they did in the west.
Instead of copious images of intergener-
ational bougie fun, we get sober

tiondoesn't live up standard.
Don't Forget to Call Your Mother focuses
on artists who recycle found pictures,
treating them as relics and looking for

of national horror. In his
series They, Hai Bo pairs decades-old
formal portraits with recent photos of

Little Red Book in her grip. Three
decades later, there she is again — still
black-haired and mildly amused, if a
little more hunched — in a sleeveless
flowered dress. She is no longer off to
‘make history or build a nation; rather,
we see that she has survived an era of
murderous idealism with her good
humourintact.

Other pictures in the series are less
upbeat. In “They No7, Three Sisters”, a
trio of girls in the 19705 adopt severe
expressions that let a girlish glow shine
through. In the companion piece, that
sense of suppressed energy is utterly
gone, and so is one of the siblings. Of the
two who remain, the one on the right

with the high cheekbones and luscious

coiffure hasaged i witha

the same people, and the
just

It the plai

hmmkd Took. Time, that sinister sculp-

Eerer A me T e
tice, though, most of the works here do
the jobmeagrely or notatall.

A two-pronged piece by Sophie
Calle consists of a picture she took of
a white terry cloth bathrobe and a
printed first-person narration of her
‘memories — or, possibly, inventions.
Calle doesn't evoke the past so much as
confuse it, mixing what was with what
might have been. Annette Messager did
use found images early on, but for “My
Vows”, she shot and arranged countless
tiny photos of mouths, ears, hands and
breasts into a vague thesis about the
compound nature of identity. A photo-
graph by Maurizio Cattelan of a red
neon bar sign spelling out the show’s
title seems neither salvaged nor old, or
even especially wit

Atleast we get a strong pair of pictures
by Sheng Qi, who fled China after the
1989 Tiananmen Square massacre.
Before leaving, he chopped off the pinky
of hisleft hand and buried itina flower-
pot, an act of public despair and disgust.
Here, we see two views of his mutilated
hand against a communist-red ground..

wrinkles.

A plglallerl teenager in the cap and
tunic of the Red Guards stands facing
the camera head-on in 1968, a proud
half-smile on her face and Mao’s

he body, turning
eachufl—lal Bo's subjectsinto a breathing
‘memento mori. At its best, Call Your
Mother is a hymn to the momentous
events we miss or misunderstand, the
changes we fail to track, the clarity that
comes from seeing the ordinary tinged
withmelancholy.

ToSeptember 15, metmuseum.org

Left: Sheng Qi, ‘My Left Hand (Mao)’ (2000). Right: Hank Willis Thomas,
‘Kama Mama, Kama Binti (Like mother, Like daughter)” (1971/2008)

Miller’s Barber is still a cut above

OPERA/CLASSICAL

of thi
do. Si

Bailey, fresh from his success in ENO's

e
of principal conductor with the Hallé

Regq-

The Barber of Sevill The Rhinegold, sings fusty old DrBartolo ~ Orchestra later this year and this
Coliseum, London with resonant tone, bags of character  programme, featuring two pieces of
BBC Symphony Orchestra/Wong :,y(.ld, cru:ia]]y, immaculately clear  Japancse music, gave 2 taste of what
Barbican, London = Ty co ;! — .
cachsinger h d  uiem for String Orchestra (1957), anessay
Richard Fairman them. Anna Devin offersvocal agilityas  in spare threnody, was paired with the

As English National Opera gets down to
its spring season, a cloud of unresolved
problems continues to hang over the
company. Just before Christmas there

Rosina. Innocent Masuku sings Count
Almaviva with a slim, light tenor, best
heard in lyrical passages. Charles Rice
has the right brightly focused baritone,
with ringing top notes, as Figaro.

was an that it had cho-

though a touch woolly of

Alastair

sen Greater to be the new
base outside London that Arts Council
England was demanding, but that leaves
as many questions s before.

Are the orchestra and chorus
expected to upsticks to the north? Even
ifthey do, who will s forthe

Basilio, and ENO star-of-years-past Les-
ley Garrett adds a welcome cameo as
Berta. Roderick Cox conducts. ok

To Febr

first UK performance of Prayer
(2021-22) by Toshio Hosokawa. A solo
violin acts as a shaman figure imagining
the prayers of statues of Buddha as the
violent struggles of man eventually find
peace in the purification of nature. Say-
aka Shoji was the finely judged soloist,
surrounded by the Modernist clouds of
sound in the orchestra. The music is
interesting as texture, ksssunscnment

Afewd

seasons that will continue at the London
Coliseum? Surely the whole reason the
Arts Council stopped ENO touring inthe
1970s was that it was too costly to move
a full-scale opera company around
the country?

In the meantime, spurred on by the
very real possibility that ENO could be
gone forgood, its audience has returned
in droves. There were long queues for
the bars at this revival of Rossini’s The
Barber of Seville in Jonathan Miller’s pro-
duction, first seen aslongago as 1987.

Although it shows its age, Miller’s
Barber is true to the work, a sure-fire
evening’s entertainment. It also
presents one of the reasons why ENO is
worth saving. Put the show in Italian in
front of a first-time opera-goer and it
can seem like a comedy with not many
laughs. Singit in Englishandit is evident
howwell scripted and witty it is.

cert by the BBC Symphony Orchestra
also looked to the future of music in

ded with

Th
Symphony No 5, weighty, serious, but
lacking in punch and excitement.
Hohoke

barbican.org.uk

Anna Devin in
“The Barber of

ville'
CheBsrdahrenapaL
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Risinghome insurance premiums are a de facto ‘carbon price’ on consumers as extreme
weather events become more frequent and providers pull out of affected areas.
By Ian Smith, Attracta Mooney and Aime Williams

ichael Heffner had owned

his detached house a

short drive from the sea-

front in Virginia Beach,

on the US east coast, for
exactly one year when his home insurer
abruptly cancelled coverage.

“They just dropped me” says Heffner,
aUS navy officer. “There was no, ‘Hey,
do you want to stay on with us if we
charge more? Nothing”

Scramblingto find a new insurer, he
found his existing premium of about
$1,200 a year impossible to replicate.
Instead, he received quotes ranging
from §2,000 10$3,200.

Local insurance brokers say they have
seen ajump in calls from homeowners
in search of cover as companies pull out
of certain neighbourhoods. “A lot of peo-
ple are hurting right now, rates are going
upand up,” says Kevin Torcia, a broker
at Goosehead Insurancein the area.

Last year was the worst he had seen
“in the last 15 years, easily”, he adds.
Torcia helped about 70 ilted customers
shop around for home insurance, up
fromadozen the previous year.

Heffner and millions of other home-
owners worldwide are on the front line
of an insurance affordability crisis.
Global warming is making extreme
weather avents such as storms, floods
and wildfires more frequent and severe,
and therefore increasingly difficult for
the sector to cover.

As firms exit some areas and demand
higher premiums in others, affordable
home insurance cover — for many an
essential annual outlay, often a condi-
tion of their mortgage debt — is getting
hardertosecure.

The global picture explains why. A
run of four consecutive years when
overall insurance losses from natural
catastrophes have topped $100bn,
previously the mark of a remarkably
bad year, has spooked executives.

In the US, a repricing of risks has
sparked a significant rise in premiums.
Several big US insurers, including State
Farm and The Hartford, have paused
theirunderwriting of new home policies
in the state of California. A significant
factor has been a sharp rise in the cost of
property catastrophe reinsurance, or
insurance for insurance companies.

European exccutives also warn that
insurance prices will have to rise after
aseries of extreme weather events on
the continent. In Australia, the biggest
yearly price rise in two decades left
1.24mn households facing “home insur-
ance affordability stress”, up from 1mn
the year before, according to the coun-
try’s Actuaries Institute.

‘Allthisis adding greater urgency and
attention to a challenge long predicted
by environmental activists: that climate
change will make parts of the world
uninsurable.

Senior industry executives are now
unambiguous in making alink between
global warming and the insurance
affordability problems. “This is the first
time we actually bring a climate change
bill back to the consumer, if you think
about it,” Christian Mumenthaler, chief
executive of Swiss Re, one of the world’s

Global warming
is making
extreme
weather events
‘more common
and therefore
harder for the
insurance sector
to cover. Below
right: property
damagedby a
tornado last
year in Virginia
Beach, on the

US east coast

FT montagelAFIChp HRES!
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biggest reinsurers, told Davos delegates
in January. Rising insurance premiums
were akind of carbon price on consum-
ers, he said, with higher costs resulting
from “us living the way we've been
living”. He added: “But of course [con-
sumers] don't like it and the politicians
don'tlikeit”

thatthe heatand moisture in the atmos-
phere leads to higher frequency and
intensity of such thunderstorms, he
says.

Some executives in private partiall
put some blame on the risk-modelling
companies the insurers lean on to fore-
cast losses, saying that the effects of

Insurance: i high-
light how the sector has modelled cli-
mate risks for decades. But speaking

rivately, some senior figures say the
industry fell behind when it came to
understanding the threat to affordab-
ility from climate effects.

“The insurance industry had its head
in the sand around climate change,”
says the chief executive at one big
insurer, speaking on condition of ano-
nymity. “It’s a gigantic pain and it tried
to avoid it. It will spend the next few
years [lookingat it] andit will figure out
’howtodo things better.”

ast year saw a record-break-
ing number of natural catas-
trophes causing at least $1bn
in insurance losses: 37 sepa-
rate events, according to data
from insurance broker Aon.

That included 25 so-called severe
convective storms, of which 21 were in
the US. Itis the growing weight of events
such as storms and wildfires — and the
broadeningof the areas thatare exposed
to them — that is raising anxiety in
the sector, and changing the way risk is
viewed.

Severe thunderstorms are the kind
of event that insurers traditionally
Iabelled “secondary perils”, since they
do not bring the massive loss of an
carthquake or hurricane.

“We no longer can call such events
secondary,” says Ernst Rauch, chief cli-
mate scientist at Munich Re, the world’s
biggest reinsurer by premium reve-
nue. “They have reached in the aggre-
gate the order of magnitude of a major
hurricane, or tropical cyclone, or winter
storm.”

Lookingat its data over decades, there

‘The dramatic pullback in the reinsur-
ance market after years of underper-

he optimistic view in many
parts of the industry is that
private sector provision
will rebound. A combina-
tion of rising prices, invest-
ment in catastrophe prevention meas-
ures and regulatory reforms will — espe-
cially if lower loss years are experienced
— allow insurers to take back more
customers. Private insurers did recouy
some policies from Florida's Citizens in

he urgent sense

But global

The cost of property catastrophe re-

pali
ers are preparing for amore frightening

the burden of natural disaster claims, is
atits highestinageneration. Reinsurers
have also sharply raised their so-called
attachment points — the level of losses
that need to be reached for the reinsur-
ancetokickin.

That has left more risk with primary
insurers. Dean Klisura, head of reinsur-
ance broker Guy Carpenter, told ana-

future. U properties could
spill over into other areas, warned the
Bank for International Settlements in
a November paper, by making mort-
gages harder to secure and increasing
banks” credit risks if homes are no
Tonger eligible collateral.

The Bank of England warned in its
2021 climate survey that, in a scenario
of governments failing to act on climate

Iysts in January that points
“did not come down” in crucial turn-
of the year negotiations and that con-
tinued to “expose [insurers’] balance
sheets toattritional volatility”.

Such a trend could test the sector’s
limits, some say. If yearly losses stick
above the $100bn level, and firms are
forced into further price rises and pull-
backs to protect their balance sheets, it
could “harm the whole proposition of
the insurance sector to society”, says
one reinsurance chief executive. There
will be growing “patches” where buying
insurance is uneconomical, Swiss Re
haspredicted.

‘While shareholders apply pressure on
companies to bolster their profits, poli-
ticians are insisting insurers keep cover
available. “The increased risk of dis-
aster events due to climate change
no doubt poses a significant hurdle for
insurers across the country, however, it
is an unacceptable outcome to leave
millions uninsured because of shifts
scientists have been predicting for
decades;” Democratic Congresswoman
Maxine Waters wrote to the US federal

is trend” inthe US
and Europe of such claims, Rauch adds,
even accounting forinflation in rebuild-
ing costs due to things such as labour
and materials becoming more expen-
sive. The science “explains very well”

Last year had a record number of billion-dollar ‘
insured losses from exftreme weather
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last yearin response tothe
Californiad,

3C above
pre-industrial levels by 2050, about
7 per cent of UK households currently
covered would be forced to go without
insurance due to unavailability or

expense. In Australia, one in 25 homes

will be in effect without cover by 2030,
according to the Climate Council, an
i advisory body, which has

In some areas, the question of
whether the private insurance sector
alone can handle the cost of extreme
weather has already been answered. In
the US, UK and other countries, a patch-
work of state-backed insurers and
national reinsurance schemes means
that the taxpaying public is already
sharingthe cost of these risks.

The numbers of houscholds sup-
ported by such schemes is balloon-
ing. Florida’s state-backed insurer of
Iast resort, Citizens, stood at 1.2mn poli-
cyholders at the end of last year, up from
less than 450,000 in early 2020. Home-
owners supported by California's pared-
back Fair Plan more than doubled
between 2018 and 2022, surpassing
270,000, in response to worsening wild-
fires and cancellations by traditional

insurers.

The UK’s Flood Re reinsurance
scheme stood behind more than
260,000 home insurance policies last
year, up from 150,000 backin 2018.

said the country is “fast becoming an
uninsurable nation”.

“You are seeing increasing numbers
of people [globally] not insuredbecause
they cannot afford the premium,” says
Mia Mottley, prime minister of Barba-
dos. “And it’s not just people. You're see-
ingitwith businesses and at some point
it’s going to become an issue with
respect to access to and quality of their
loans.” Under-insurance is a vast prob-
lem in the island nation; 95 per cent of
those affected by 2021s Hurricane Elsa
did not have insurance.

Industry executives tend not to dis-
pute that global warming is making
extreme weather more frequent and
severe. But there is strong debate over
whether that is the significant factor
driving up home insurance claims in
recent years, rather than spiralling
rebuild prices and other inflationary
effects, aswellas more buildingand set-
tlementinat-risk areas.

In the US, the situation is more acute

“You are
seeing
increasing
numbers of
people not
insured
because
they
cannot
afford the
premium’

‘The
insurance
industry
had its
head in
the sand
around
climate
change. It's
agigantic
painand it
tried to
avoid it’

because homeinsurers typically need to
get their pricing signed off by local regu-
lators, making it more difficult for them
to charge prices that they deem com-
‘mensurate with the risk. Insurers have
explicitly linked their departures from
certain areas to the need to be able to
price for expected losses.

There are various legislative efforts
at state level to improve operating con-
ditions, such as legal reforms aiming to
deflate claims costs. Policymakers are
also giving the problem more attention.
In November, the US Treasury for the
first time requested granular data to
assess the “increasing impacts” of cli-
‘mate change on household finances, cit-
ing “insurer pullbacks and significant
premium increasesin severalstates”.

Senior industry executives fear that
the relationship between insurers and
regulators is weakening. Whether com-
‘panies are pricing fairly is an important
and long-running discussion between
the parties. Eric Andersen, president
at New Yorklisted broker Aon, says the
relationship “is breaking down more
and more”.

The question now, say industry
experts, is not whether governments
will have to step in, but how much
further they will have to go.

Already, a lot of tail risk s sitting with
governments that have obligations to
stand behind the various local and
national programmes. Australia has
launched a public scheme to absorb
some cyclone-related risks. The UK’s
flood reinsurance scheme is due to
expire in 2039, but increasingly execu-
tives expect it will have to continue
beyondthat date.

‘The affordability crisis has society-
wideimpacts. Growing costs are “having
effects on the valuation of properties,
the stability of markets, it’s having
all these downstream implications,”
says Steve Bowen, chief science officer
at reinsurance broker Gallagher Re.

rere are discussions now about where
people are going to retire. Are they
[still] goingto Florida?”

The nature of insuring extreme
weather is that losses from natural
catastrophes will ebb and flow. Climate
change is expected to add to the volatil-
ity. But experts say what matters most is
the long-term trend. “As what’s consid-
eredanormal year continues to be more
expensive”, says Bowen, “how does that
new normal continue to be priced in?”

Insurers themselves stress both their
societal role as a financial shock
absorber for extreme events, but also
their responsibility as prudent compa-
nies not tounderprice those risks.

Prevention measures such as banning
new homes on floodplains and investing
in defences against floods and wildfires
‘may be the only viable way of reducing
thethreat.

Increasingly, the challenge of insur-
ance affordability becomes a “policy
question,” says Aon's Andersen. “Doyou
support people that can't afford the risk-
based price? Or do you change [plan-
ningrules] so that you can't build in cer-
tain areas? Those are not questions that
aregoingto be solved by insurers”




14

FINANCIAL TIMES

Wednesday 14 February 2024

The FT View

FINANCIAL TIMES

“Without fear and without favour”

The plight of journalists in Gaza

‘More media workers have

ing incredible suffering and appalling

Reporters Without Borders, another

ft.com/opinion

These deaths sit

Gazans, most of the journalists are
trapped inside the besicged strip as
Israel refuses to grant permission for
them to leave. They are not just work-
ing, but battling for their own and their
families’ survival.

In contrast to the immense difficulties
faced by domestic and foreign reporters
in covering the suffering in Gaza, Israel
has accredited at least 2,800 interna-
tional journalists who have arrived in
Israel since October. Foreign nations
should step up pressure on Israel, and
Egypt, toallow accessto Gaza forinterna-
tional media. They should press all par-
tiesto the conflict to protect journalists as
civilians and remind them that deliber-
atelytargetingjournalistsis a war crime.

The loss of so many journalists and
destruction of media offices, moreover,
is shattering the basis of a functioning
media once the conflict ends. It is
another example of the damage being
wrought to the human and physical fab-
ricoflifein Gaza. Without an immediate
ceasefire, there will soon be nothingleft.

Opinion Environment

How to do climate policy
without a green backlash

sack Cater

ow many people do you
think would be willing
to giveaway 1 per centof
their household income
every month to fight
global warming?

Here’s a clue: it’s not 20 per cent
or 40 per cent of the global popula-
tion. It's 69 per cent according to
a striking study by four European

slashed a signature £28bn green
spending plan — on the same day
scientists confirmed global warming,
had entered new territory by exceed-
ing L5Cover the past 12 month:

Emall etfers.aditor@ftcom
Include daytime felephone number and full addross
Corrections: carrections@ft.com

losses. The Committee to Protect Jour-  group, has submitted two complaintsto jonoide those
died in the mnﬁfct thanin Pallstsvsays ‘more pmplc‘:nga,gcd in I]lclmnmonx]cnmuulc,nu.nmgardr e
. 1 war Jour-
any country in a year than ina i Y
inany yearsi Journalists’ death:
crisis con- lings in1992. ofdoctors, aid and emergencywuﬂmrs, mdmsaml
tinues to deepen in Gaza. Four months  As of last weck, the CPJ says atleast  teachers and others vital to the func-  others vital (o
after Hamas's assault on Isracl killed 85 journalists and media workers have  tioningof Cazan socicty. Inanyconflict, (fye finctioning
atleast 1,200 people, th from  been killed inceOctober  reporters have avital role inconveying ¢y
Isracl’s retaliatory offensive in Gaza 7. Four Israclis were killed in the initial  the horrors toglobal audiences, includ- ' < 5T1PS
ds 28,000, i ini; alm\)sta].l therest—78  ing the decision makers who mustlead St
officials. With Israeli air strikes hitting i try
Rafah overtheweckend andwarningsof ~ killed by the Israel ])efense Furces, the cfforts to provide humanitarian
alarger assault on the southern border CPJ.By relicf. They often uncarth the first
il Jgnbauymzozz detailsof st o =

from their homes are crammed, the mc]udmg]SmUkrame form the basis of prosccutors’ charges.
already Since Isracl is not allowing forcign
ation will only get worse. There areno o have been intentional. The CPjand  journalists into Gaza except in occa-
safeplacesleft in thestrip, and thethreat  others cite “credible” reports by human  sional, carefully controlled trips with
of famine and discase bangs over Cazls _ rghtsand mediaorganisationsthat P Isracl's miltay,the world s dependent
2.3mn population. trikesi on local journalists to report what is

“As the situati therole 13 thatkilleda journalist, Issam ~going on. They ing in some of
of the brave ]mmm]:m informing the  Abdallah, and injured six others were  the most extreme conditions ever expe-
world of what i unlawful and apparently deliberate. ~ rienced by conflict reporters. Many are
‘moreimportant. Yet theyare alsoendur-  Israel has denied targeting civilians.  now in Rafah. Like the vast majority of
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Mediaand policymakers must up their game on private equity

Patrick Jenkins’

(“Private cquity groups are more
than short-termist assct-strippers”,
Inside Business, February 6) no doubt
triggered a round of high i

f illhasa
useful role to p]ay Jenkins refers to a
software company called Visma, where
private equity firm HG Cﬂplia]setms
to have b

private equity firms. The problem is
not what the column says, but where

beside a revolving crew of other funds.
‘This is a good example of the way the

Why, then, does private equity st
receive such favourable special
treatment from policymakers and
so lttle well-informed scrutiny from
the media?

‘Taxation of carried interest is always
good fora headline, but other issues

would be significant. For example, the
right mandatory public disclosure
would start to make it casicr to see
whether the gross gains made in
private equity are being split
appropriately between a few thousand
well-paid financiers and the millions

it stops. zap P quity . Some basic mandatory | of pension scheme members whose
Jenkins is correct that much was originally designed to replace has | public disclosure would be agood start. | cash they invest.
criticism of private equity is been steadily shrinking. The disclosure needs to be mandatory ‘The private equity sector can only be
ill-informed, and that this form of Capsr e e || Edson i iy || el e
investment has moved on from the foll that private equity firms can and doget | continuesto play its PR hand.
bestselling business book Barbariansat | he describes luoksever morelikethe | away with today. Meanwhile, both the media and
the Cate. quoted company model to which ‘The cost to private equity firms of i ced to up thei
Private cquity (meaning buyouts) | private cqui itionally claimed iding this di wouldbeas | Peter Morris
started out 40 years ago as a brave new | to be so superior. negligible as the benefit to other parties | Londen N5, UK
Being pro-business should savx | How much more can Urbanisation — part of the
not be a political handicap BodY shop yr | | Russian civilsociety take? | solution, not the problem

The US cconomy is motoring despite
all th are

Small wonder if climate-concerned
voters think they are wildly outnum-
bered. Yet that global research sug-
gests otherwise.

Britons, for instance, think they live
ina country where only 37 per cent
would give 1 per cent of their income.
totheclimate fight, bmth: study indi-

hitting all-time highs. The much
proclaimed hard landing has not
‘materialised. Yet, Michael Strain,
director of economic policy studies at
the American Enterprise Institute,
claims that both the previous and.
current occupants of the White House
have it all wrong (“The Trump-Biden

48 per cent. That
perception gap isevenwiderin the US.
You can see what it is in your own
country on a website that makes the

is bad for business”,
Opinion, January 30).

Strain seems stuck in the obsolescent
world of the Washington Consensus,

tudy tograsp.
Both the paper and the website are

now by the Cornwall

Itis a widely held view, and most likely
correct, that the cold war was won
through an arms race in which —
simply put — the Soviet Union just
could not sustain the drain upon its
relatively limited resources.

The difference today is that Vladimir
Putin only has Russia and notall of the
old Seviet territories to rein in. While
this further limits }usmmulv:\n is
easier for him m

'Michael Keith's piece on urbanisation’s
role in the climate crisis sheds lighton
acritical issue (January 26). Hmmcr,
when looking beyond the climate cri:

to consider the broader crisis in m;tum
urbanisation should be seen as part of
asolution rather than solely a problem.

Urban arcas, characterised by their

housing density, enjoy better utilisation
of cnergy and materials, meaning

manage
a smaller domestic audience, especially
one that has little or no history of
democratic values and in which civil
socity has been largly rendereda

s
overall environmental footprint. The
density of urban areas is also essential
for effectively implementing
innovative new kchnuloges vital to

economists that came out in the jour- Consensus following the G7 summit V| SUPPOSE ITS Too LATE To zombie. Thy il b
‘nal Nature Climate Ch mart getapublic in the UK in 2021. There, world leaders START TeSTING on animals?" | ndeed the best criterion by whlr_'hm suchasd:smahmmgnetwmks
Isay “striking”because this analysis message across at a time when | prioritised a politics that moves | Classify different states. Th is | Anurbansci ystem
0f130,000 people in 125 countriesalso ~ far-right leaders are racing to argue | proactively to shape markets to deliver how much longer Russian civil society | that takes into account both climate
shows most have no clue the figureis  climate change is an abetter functioning politi can withstand declining living and nature considerations is a welcome
ashighas€9percent. Onaverage, they  cemof privlcged rbanclies. recognising the central role of politics | When FT risks wading standards and collapsing proposal. However, it is imperative that
think it's 43 per cent. What's more,  Thefarri inth on of functioni into editorial qui d infrastructure, as suggested by Martin | this body recognises that urbanisation
At e sy G i, wc]l = | == into editorial quicksan Sandbu (Opinion, February 12). A T e
cent ofthem wish gover greenjobs, At atime of significant, and Iwas very disappointed to see the Army recruitment offers wagesto | aproblem in addressing the multiple
domoretotackleglobal warming. suggest the reality can look morelike | increasingly perilous, local and front-page headline “Trump opens many, but shops are not full of goods | crises we face. By the
In the words of study co-author thelonghours and an the rise of Chinaand | 11-point pol lead over Biden on tobe bought. In this sense itisarace | efficiency benefits of urbanisation, we
Teodora Boneva: *Most of theworld’s ~ Uberdriver. th 5 fUS ” (Report, | againsttime for Putin, and therefore | can useit as an opportunity for positive
population wants to fight climate Thos inascathing politically d the February 12), while “Trump’s Russia for Ukrail \d by impli for the i
recent book, Whe i byrising | remarks trigger Nato fears” was tucked | rest of E i Carina Maniti
crats Gone?, by John Judis and Ruy |  inequality and environmental away inside the paper (Report). its outerline of defence, for the USas | Economist, Oxford Economics,
Too many activists Teixeira, two left-leaning US political degradation, it is time to move beyond | CGlorifying opinion, while marginalising | well. This is not the time to shy away London SW1, UK
AR .. analysts. They argue Democrats lost |  superficial notions like “free fact s a decision that may have the from a resolute defence of Ukraine's .
fret about ‘political will'"  vital working-class support as a enterprise” (whatever that might FT wadinginto editorial quicksand. independence. To do so will come at Voter turnout is beyond
TN _— “shadow party” of cultural radicals | mean) and realise that business is Itis February of a long election year | a much down the road. .
abilits ]} alfmceerld pushed for extreme policics onrace, | - notjusta hine d one poll Professor John Ure reach of Madison Avenue
be magically bottled gender butavital ourpolitical | significance mmpmcdmﬂlt stated Singapore David Cowan and Chris Powell say their
Despairing of “climate radicals’ | economy. It that study of 20 recent elections (Letters,
hange tofossil fuels”, they | business hasa political as well as Y lnﬂxmlllg emotion | Higher tax tackles investor | january 30) shows “a considerable rise
are theminority” argue for more gradual, centrist | a commercal oleinthatt hasabig | ratherthan providing education sjust. | {qry powler and inequality | I armout” s the key to the successof
“This m ion matters. People to a problem they claim |  impact onthe kind of society inwhich | the opposite ofwhat 1 expect ofthe . Po €QUALLY | 4 perats fighting populist candidates.
are less likely to act for the common  can “only be solved over decades™. we live. David Schwab Anumber of articles have appeared In the upcoming US clection, Benedict
good if they think everyone elseis  Alas, the science shows govern- We have entered an era of Miami, FL, US recently on the subject of nations Pringle (Letters, February 5) poses this
freeriding. As Boneva says, “you're  ments have dithered for too long | heightened global tensions — both increasing the size of bond offeringsto | as a challenge for Democrat admen to
going to ask why you should be  already. That means fair, carefully political and commercial. This requires [ Don’t ask Ukraine to give cover rising fiscal shortfalls and reports | find a new and creative way of
the only idiot who stops flying to designed and climate of what Icall a new PP o % that some companies are | delivering this pro-d
Mallorca”. measures are more critical than ever. political capitalism — a resilient. up ‘civilisational thinking | e it and ‘message. T would suggest an even
Irealiseitisalot casiertotella  Happily, they are emerging. The | capitalist systemthatisintunewith | In The Weekend Essay (Life & Arts, investment (Report, February 1) greater challenge. In their paper
rescarcher you carcaboutthe climate 2022 US Inflation Reduction Act was | political and sociocultural mores and Fcbrusry 3) Professor Joscphine Quinn | Thisis “Political Advertising and Election
thanitistobuy an electric car. Butthat ~ designed to offer higher tax benefits |  worksto deliver sustainable long-term tes that “civilisational thinking is as the cash hoards of private eqmw. Results”, Jorg Spenkuch and David
peer-reviewed study isstill awelcome  to clean encrgy employers who pay | benefits for society as a whole. Where sllnply wrong”. Might this be too hedge funds and other financial Toniatti conclude “we find no evidence
example of the knowledge needed to — acertainlevel of wages. private and public sectors arc aligned | sweeping? That civilisations have services entities have risen to that advertising has an effect on overall
tackle one of today’s most vexing ~ New research shows that after |  indeliveringtocommon sociopolitical | habitually interacted with and disturbing heights. Yet wage growth for | turnout. This may help to explain why
climate policy questions: can youcut ~ Spain’s government introduced a |  objectives. borrowed from each other ordinary has stalled and alarge number of previous studies
carbon emissions if rising inequality painstakingly negotiated policy to It is time that we all broke out of the | the concept of meaning or usefulness. | inequality is rising. The obvious have detected only minimal or even
and populism are fuellingagathering  close coal mines in the country’s |  blinkered belicf that the only role of In The Clash of Civilizations book, solution is to increase taxes. During the | no effects.” They suggest that the
green backlash? north, its vote rose in those arcas |  businessis to funnel as much financial | which is referred toin the essay albeit. | first world war the US government reason for this s that mobilising
The answer looks ominous at the  comparedwithsimilar places. wealth as possible to sharcholdersand | not by name, Samuel P Huntington led tax revenues by creatingan | and demobilising forces cancel cach
start of a mega clection year when  There’salongway togo. Toomany | senior exccutives and has nowiderand | wrote that “if civilisation is what “excess profits” tax levied on other out.
about half the world’s adult popula- ~ climate activists still fret aboutalack | more important roles in our political | counts.. .. violence between corporations and individuals. Thiswas | It would seem that the levers that
tionis dueto vote. of “political will’, as if such a force | economy. Ukrainians and Russiansis un].ikely”, aimed at stagnant fortunes and it propel voters to the voting booth are
Ahead of EU elections duc in June,  could be magically bottled and sum- Only then can business build enough | being two Slavic, primarily Orthod; forced i useful projects. of Madison Avenue.
voter anger has spurred leaders from  moned. The truth is, 21st-century |  political capital to ensure i it ingto William] | RossBarr
Brusscls to Berlin to water down climate politics is hard, bitterly | lcaders fecl comfortable declaring for centuries. Shultz and MR Caine’s 1937 Financial | London SW14, UK
farm: liar. We'venever | themselves “pro-business”. ‘The fact that war has broken out, Development of the United States flooded
home heating and more. The next US  tried to decarbonise the global econ- ‘The tired old mantra that politics following the Russian invasion of the Treasury with more revenue than it K
president could be Donald Trump, ~ omy at speed before. Politiciansare |  should just get out of theway sothat | Eebruary 2022, doesn't negate the expected. We need such a proactive Correction
who has railed against “environmen-  learning by doing. But bit by bit, it | we can justget on with the business of | importance of civilisation. Rather it change, to address the “dry powder”
tal lunatics”. is also becoming clearer that even |  business today sounds like something | shows its continuing relevance of inequality at the @ The Competition and Markets
UK voters face a Conservative when climate action looks impossibly | outof the Pleistocene. namely the civilisational “pull”and same time. Authority has not launched any
government that has repeatedly fraught, itmaynotbe. Joe Zammit-Lucia “push” of the west. Niccolo Caldararo mnlllm.lpmsncuuom against senior
weakened net zero targets, and a Radix Centre for Business, Politics & Michacl Sanfey Department of. inan
Labour opposition that last week  pilita.clark@ft.com Society, Amsterdam, The Netherlands Florence, Italy San Francisco State University, CA, US opinion column on February12.
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Janan
Ganesh

t might be useful to begin with a
restatement of Ganesh’s Law. All
actors in politics value “radicalism”
apart from those who decide
elections. Commentators demand

it. Activists grow restless and mutinous

without it

What Biden can learn from Starmer

Sir Keir Starmer proposes fewer such
deviations than some would like.
Joe Biden has run the most radical
Democratic administration since Lyn-
don Johnsor's, with a mandate more like
Bill Clinton’s. One man is on course to
become UK prime minister at the first
attempt, in what, given his starting
point, would rank

and declines to reopen the question of
Brexit, politicos suspect a faint heart.
The public sees someone answering one
of the central questions aboutan aspir-
ingnational leader:is he or she the mas-
ter of their party; or the creature of it? To
judge by hisslowness to disown aparlia-
mentary candidate in Rochdale over

ing electoral feats in the west this
‘millennium. The second is strugglingto.
keep an unpopular Donald Trump from
the White House.

And so Democrats should invert the
custom of Labour politicians visiting

1o it, 50 that even their most cautious
policies are framed as bold. When
economic growth is strong, the time is
said to be right for risk-taking. When it
isn't, well, all the more need for bigideas
to gmhinxxgﬂillx-

them ington for advice. The
pnruex face different contexts — a
rampant cconomy and astagnant one, a
demagogic opponcat and a mild Tory,
four years of incumbency and 14 years.

togo.
Blden has hardly add.rzssed the mas-

Democrats need to invert
the custom of Labour
politicians visiting them in
Washington for advice

of opposition — but both face clectoral
reckonings in 2024. Labour is so much

of i
nfurm, of not making things worse,
doesn’t get its due, except from swing
voters. As long as I have been alive, no
opposition has lost a UK general
election for not deviating enough from
the status quo.

ter
tain all sorts of

exacerbated the problems at the
southern border. Just consider how
these gestures look to the undecided,
non-partisan voter. Outside of foreign
affairs, where his support for Isracl
upsets a generation of progressives,
there are few cases of President Biden
displeasing liberal Democrats. (Unlike
Senator Biden, who did it all the time.)
‘What is that median American meant
to conclude about Biden? Either this
career-long centrist underwent a late
conversion to the left or, given his age,
others are setting the course of this
administration. Criticism of the presi-
dent’s mental and physical condition
wouldn’t work sowell, I think, ifhe rana
‘middle-of-the-road government. Its

power comes from theideathat heisthe

unwitting instrument of forces that are
hislow  more ive than i
ratings — an inadcquate White House  would cver clecton theirown terms.
Democrats the 2020

spin operation is a favourite — except

‘The main ? For swing voters, a
leader who disappoints their own party
S T e

that he h: i the too much. Leave
aside the empirical question of whether

<
dissent is proof of vision and virility.
When Starmer drops a pledge to spend.
an annual £28bn on the green transition

the post-2020 surge of inflation. Never
mind, either, whether his looscnmg of
some Trump-era rules on

trust of the governing class, that hardly @

implies much demand for or confidence
in grand reform projects. This is all the

more true n Britain, which s still recov- |
ering from the radicalism of leaving a ©

colossal single market on its doorstep,

and from the radicalism of attempting
unfunded tax cuts at a time of high pub-

licdebt. But itholds in most places.
1t is to Starmer’s eternal advan

that heisn't steeped in politics. Hedidn't ©

hold clected office until his fiftics. He
isn'tafixture of thesalons. In the run-up

to the 1997 election, Labour’s last entry :
into government from opposition, :

much of the politico-media world in
London felt part of the moment. That

isn't true now: a reflection of a much
sourer national mood, of course, but |

alsoof Starmer’s detachment. He foots a
price for this. Those to whom politics
matters alot underrate him. But what

election as a directive to transform
America. The brief — dispose of Trump
— was narrower than that. Starmer
seems to understand the spirit of the
age better. If the defining thing about
the popular west is mis-

orlearnt. Heis
able to see politics as a swing voter
mlg]\Lasapmblcm solving exercise, a

For the sake of
our health, the
UK should be
ananny state

Aveek
Bhattacharya

ast month, Prime Minister
Rishi Sunak announced plans
to ban the sale of cigarettes to
people born after 2008. The
move was backed by the
Labour party, whose leader Keir Starmer
has promoted a Child Health Action Plan

| whichwould prevent junk food advertis-

ingafter 9pm and introduce supervised
toothbrushing in schools. Meanwhile,
the Scottish government plans to

d o lif

increase it:

price for alcohol

janan.ganesh@ft.com

With Starmer declaring he is up for
the fight when it comes to accusations

: he is promoting a nanny state, political

have been left trying to

Beware the
lure of fiscal
fairy tales

ECONOMICS

Chris
Giles

airy tales are comforting
because the lead ch;

face value. But we should not because
the watchdog has been persistently too
optimistic in recent years, partly as it
hasto baseits projections on existing US.
government policy. This implausibly
assumes most of Donald Trump’s 2017
tax cuts will expire at the end of 2025.1t
also assumes the public spcndmg
restrictions in the 2023 Fiscal Respons
bility Actwill continue tobite afmzozs

usually possess a special

power and something magical

turns up, enablingeveryone to
live happily ever after. Across Europe
and the US, governments are running
their budgets in such fantasy worlds.
You do not need a particularly Ger-
‘manic view of public finance to know
thisis unlikelyto end well.

The Congressional Budget Office
warned last week that the US govern-
‘ment finances were on an unsustainable
path. The independent watchdog fore-
cast that US government borrowing
would be relatively stable over the next
10 years at about 6 per cent of gross
domestic product. That level would far
exceed the 3.7 per cent average of the
previous 50 years, a period that
included the global financial crisis and
the coronavirus pandemic. To give a
starker comparison, prospective US
borrowing is alse about 50 per cent
higher than that proposed by former
British chancellor Kwasi Kwarteng in
his 2022 “mini” Budget, which blew up
the UK bond market.

Th US govern-
‘ment spending including defence will
decline from 6.4 per cent of GDP last.
year to 5.1 per cent in 2034, Over the
past 50 years, these expenditures have
averaged 8 per cent of GDP. These
assumptions arealsonot credible.

Add to that the slightly optimistic
assessment that the US government will
be able to borrow short term perma-
nently at below 3 per cent and the true
fantastical nature of these forecasts
becomes apparent. Even though the
CBO’s headline projection is that US.
public debt is not on a sustainable path
and will rise from 973 per cent 6f GDPin.
2023 through an all time US record in
2028 and to 116 per cent in 2034, the.
prospects are significantly worse.

Although notascxtreme,similar pub-
lic finance fais i Euro-

[
| 72

L

the revenue benefits of immigration will
have no implications for public spend-
ing, that restraint in public spending
will come at a time of huge dissatisfac-
tion in public services and that big cuts
in government capital expenditure are

ferences between northern and south-

ern Europe remain starl

The bad news for all western coun-
tries is that on top of far-too-optimistic
forecasting assumptions, maintaining
the quality of health and social szcuntv

consistent wi d progress
towards netzero.

We still do not know how the new
Furopean fiscal frameworkwill operate
in practice, but the debt sustainability
analyses that will guide its work will be
subject to the same Panglossian fore-
casting assumptions evident in the US
and UK. The position will be no easier
when you add the twin structural diffi-
culties in the eurozone that the Euro-
pean Central Bank looks likely m be
slowin bit

pean debates. Following the Kwarteng
debacle and subsequent tax U-turns,
independent forccasts by the UK’s
Office for Budget Responsibility show
UK debt stabilising as a share of GDP
towardsthe end of the decade. But these
ﬁ)l’Emns reston the UI( s own fictions

That or-
ryingif we could take the CBO figures at

increas-
ing fuel duty in line with inflation, that

ing European growth, anma:ﬁsmlm

Expecting that anything
will happen to resolve
unsustainable budgets

without a crisis is a fantasy

ageing poj
hum will require higher taxes ibout

collective ir t: !

fopen, H

figure out where this surge of public

: health interventionism has come from.

A natural assumption is that it stems
from the pandemic, when people
became accustomed to restrictions on
their freedoms in the interests of saving

{ lives. Yet analysis by the Social Market

Foundation suggests that public opinion
has long favoured restrictions on smok-
ing, drinking, gamblingand obesity: The

: vast majority of measures for which
we have public polling since 2015 com-

‘manded at least plurality support — ie,
‘more people were in favour than against.

The soft drinks industry levy, ataxon
sugary drinks, illustrates the point.

{ Announced in 2016, some accounts
‘make it sound as though then chancel-

lor George Osborne dropped the meas-
ure and then ducked for cover, waiting

 for an explosion that never came. In

¢ fact, public backlash was minimal —

though the libertarian elements of his

i party never forgave his

The question is whether
Britain's leaders really
are ready to tackle
the country’s bad habits

That reflects a general

honest and snco:ssiu.l

pattern, which hel hy politi-

programmes which minimisc dmmr

clans have taken so long to catch up to

tions by
able by their scarcity. Even textbook
attempts, such as the 2002 increases in

UK national insurance, chose the tax |
least visible to the public but also with :

on these issues. It is not,
typically, voters they need to be scared
of — it is their colleagues, the med.iaaud
theindustries they are!

“Nanny state” issues cut awkwanﬂy

the prospect of imp . That
isas d.ufﬂcu]tc]emral offer.

The good news is that the necessary
consolidation of budgets is far from

On the right, the long-standing fairy
tale of choice is that tax cuts raise reve-
nues. While true in rare

pakma]:sm: and lnbcmnan instincts
onbothsides of the aisle. 'l‘hatmn mak:

: itharder

the ing evidence is that

impossible sol don't start fall-
ingfornew fiscal fantasies.

On the political left, the most perva-
sive fiction is that all the necessary
funds can be raised from “the rich” with

broad-brush tax

for change. Doubts are fostered and kin-

public finances, even f they were posi-
tive forgrowth.

next to; therestof

m population. Toraisethe sums neces-
ary, higher taxes have to extend much

the biggest fantasy of all :

is the expectation that anything will
happen to resolve unsustainable budg-

such as
those in the US in 2017, worsened the

dled by ial interests with big
Iobbyingbudgets and profits to protect.
Passingregulation becomes agrind. The
Scottish government’s effort to intro-
duce minimum alcohol pricing was
delayed for six years because of legal
challenges. Chile’s anti-obesity meas-

tnbumms The

wealth dis- acrisis. We are muchmore _ ures, including taxes on sugary drinks
likely i i and ions, involved 14
are, the more tax avoidance amntywd.l tending things are just about OK mml years of bartering with industry.

be encouraged, limiting revenues.
The greatest illusion for centrists is

something cracks. The trouble is that
the fiscal system will break and there |

that there is a way

thepub-  will be nohappy
lic that higher taxes and more public
investment is needed and in all of our  chris giles@ft.com

Politicians who come round to the
of banning, taxing and regu-
lating these harmful commodities
invariably do so because those are the
most cost-effective levers at their dis-

 posal. Reviewingthe evidence, we found
 that

interventions tend to

Michael Wahid
Hanna

he war in Gaza has reached
its most conseguential
juncture since just after the
October 7 attacks. In those
carly days, fearsspread that
Israel would expel Palestinians from the
strip, sparking all-out Mlddlc East war.
With Israel to move on

Only the US can stop an Israeli move into Rafah

terms. He announced his intention to
evacuate civilians from Rafah and send
in ground forces. Before his announce-
ment the US indicated it had seen no.

yet again will find the rest of the strip

uninhabitable. Everyone in Rafah is

alneady deprived of something essen-
. An

serious Isracli i ad

and had registered opposition to it.
It remains unclear whether Israclis in

how ftalks

ends, we know what the war's outcome
is likely to be: a degraded Hamas and,

evacuation would leave thepop-  eventually, an alternative administra-
lation b tion. What remains to be seen is how
Thebesthymhexdnﬂa calamity —  much of Gaza tsclfwill be destroyed —
for Rafah, forall of Gaza, its people, physical cul-

fact.

simply trying to compel concessions
from Hamas. Even if the latter, Israel
‘may consider aground assault unavoid-
able should efforts to negotiate a truce.
fail. It is hard to overstate the costs
of lsra:l mnvmg ahead. Rafah is the

Rafah — Gaza’s southernmost city,
where more than half the enclave’s
ation is sheltering —

f this century’s worst
humanitarian crises — to extend the
military operation into this area would

poj
these worst-case scenarios have again
become a genuine possibility. It is hard
to imagine things getting worse, but an
assault on Rafah would up the ante. The

There is no way to evacuate so many
people. To the south, Egypt refuses to
have Palestinians displaced into its ter-
ritory, wary of the burden and fearing

USisthe only power To
do so, it will have to exert a degree
of pressure it has so far been reluctant
toapply.

Israel stepped up its aerial attacks on
Rafah after Prime Minister Benjamin
Netanyahu rejected Hamas’s ceasefire

arisk Perhaps most
2 it de

toagree to a deal. The outline is there: a
cessation of hostilities and prisoner/
hostage exchange, over stages, com-

To extend the military
operation into this
area would worsen the
catastrophe exponentially
bined with an Isracli withdrawal from
parts of Gaza and a rise in imports and

. The delay princpally concrns the
d extent of Israel’s

way for “a second Nakba”. To the north,
Israel has taken Khan Younis, leaving
open a sliver of coastline that might
allow passage north. Those with the
capacity and wherewithal to evacuate

mu.dmm] Washington’s favoured
approach i: is to ntgntmk a temporary
thei

tural heritage, social fabric and econ-
omy — and how many Israeli hostages
will die or be killed in captivity. Hamas.
will not be eradicated, as Israel resolved
at the war’s outset. Even the more mod-
est goal of destroying Hamas'’s military
capacity appears beyond reach, accord-

escalate further, a bloody
campaign in Rafah — especially if
Gazans are pushed into Egypt — could

change their calculation. The longer

regional hostilities continue, the higher
the sk of escalation through miscalcu-
lation. A move on Rafah would also

further undermine the credibility of the

Biden administration, which is belat-
edly shifting from the blank cheque

supportit has offered to date. While the |
White House has counselled Isracli ©

leaders against a ground invasion of
Ralab.t asprivetcly pushed saclona
number of

Alot is on the line in Rafah. Most
importantly, the lives of hundreds of
thousands, primarily in Gaza but also
around the region. While it has so far
avoided all-out regional war, the US
findsitsclfengaged in cscalating hostili-
ties with the “Axis of Resistance” inIraq,
Syria, Jordan and Yemen. While Isracl
and Hizbollah, the powerful Lebanese

humanitarian access, and failed.

America's pressure on Isracl must go
beyond stern words and leaked angry
conversations. The US today is com-

plicit in the destruction of Gazan
society, the immiseration of much of |

the strip. But even at this late stage there
are choices to be made and further
b

id

Shia militia, have avoided
escalation on thc [sra:l Lebanon

ceasefire makingit
lasting. But that will only work if the US
‘males sure the cessation endures.

bordn llm

The writeris director of the US programme

Although Iran and its allies seem

at the Crisis Group. Robert
Blecheralsocontributed

have little impact; treatment, including
the coming generation of weight loss

 drugs, tends to be expensive. By con-
: trast, population-level restrictions are

cheap or even revenue raising and tend
tosignificantly improve outcomes.

For all Starmer’s tough talk, the key
question is whether Britain’s politicians
really are ready to tackle the country’s
bad habits. The battles they have picked
have so far been on relatively casy
terrain. The smoke-free generation leg-
islation is world-leading, but smoking
crackdowns are so widely accepted that
public health advocates in other areas
complain of “tobacco exceptionalism”.
Few people care to defend marketing,
and anything aimed at protecting chil-
drenisan easy sell.

But would a Labour government raise
alcohol duty or introduce minimum

 pricing in England? Would it tax
of civilian harm and the expansion of |

unhealthy food? Would it license
tobacco retailers? Would it introduce
strict affordability checks on gamblers?
Each of these measures would provoke
fierce resistance from backbenchers, the
media and industry, and eat up vital
political capital. Tt remains to be seen
whether politicians believe firmly
enoughin the benefits of such measures

- to pay the cost. Ignore the rhetoric: the
| nannystatewar hasyettobewon.

The writer is director of the Social Market
Foundation think-tank
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Stellantis: unlikely car industry darling

The carmaker’s share price has outperformed that of rivals over the past three years. Post-merger cost cuts
have improved profitability and return on equity. New investment and R&D spending together account for
less than 7 per cent of sales, or about half the ratio at Volkswagen.

Stellantis outperforms
since merger...
Total return (rebased)

. eed ‘What the market really wants isa
Barclay‘s. more n Edio firm pronouncement ey
regain s’ trust i s i

vacillated recently. Venkat recognises a
Bank of England governor Andrew need to rebalance the group's divisions.
Bailey this week told university But he has also said he is reluctant to
students that the low valuations of UK cut back, confusing the market.
banks puzzles him. Though better More likely, he will restrictnew

refuse to pay anything close to book

redirecting any surplus to sharcholder

...with higher profitability

Return on equity
Girailing 12-month, %)

-.and lower investment ratios"

Per cent

m2020 m2021 2022 =023
— 1
—1n

10

household supplier, just turned its first
profit since launching in 2015. Market
leader Centrica’s annual results this
week should show a surge in operating
profit at its British Gas retail arm.

are forecasting ebit of about
£747mn at the household supply
business, a sharp recovery from £72mn
in 2022. However, group profits are
forecast to be down on 2022’s record of

value for them. returns and less capital-hungry lending = Stalaniis £5.3bn due to lower earnings from
Next week, Barclays boss CS businesses. Tesco bank for == Renault — 10 other divisions, such as trading.
Venkatakrishnan, known as Venkat, £600mn hstwﬁek, which boosted UK Wer 2 Anomalics will inflate 2023's retail
‘must offer a plausible fix for this at the | unsecured offersa G oy 0 o results. Regulator Ofgem allowed
banl’s first strategy overhaulinalmost | hint of this shift. Even without added 200 | 22 | a3 Tw o e e o suppliers to recover certain costs in the
a decade. If communicated puorl)g capital, the investment bank can make e amt exansiue  pgoysais | first half of 2023 through Britain's
profits. This uni one Source L€ Source L€ Source:Jeffeies energy price cap —a regulated tariff,
ot sty e of the lowest ROTEs among European which changes each quarter and
could cause more harm than good. mks last ycar. That lower ROTE may dictates bills for most households.
One problem has been ityand | What docar industry investors get rushed into the EV race with the says Philippe Houchois at Jefferies. Differences are usually smaller and
what to do about Barclays’ risky ]nwulzvungem]anveln]ﬁers,ﬂlmks revved up about? Top of the range enthusiasm of some rivals. And it is VWsp:ntlxnbmltmcethnL absorbed by suppliers, says Investec’s
investment banking exposures and the | Jason Napier at UBS. ‘models, perhaps. Or a seemingly complex. The French rong. The Martin Young. But extreme volatility
i ings, which 1 plansto il jical lead, holds a 6 per cent stake and h-ansmmmll\ls,n]ﬂmughslowa— from 2021 onwards meant costs were
weigh on investors’ minds. Yet the shed less profitable ients asmather especially in the transition to electric | constantly tugs at the driver’s sleeve to | than forecast, will shrink its higher than normal. Still, Ofgenr’s
division can offer complementary source of higher returns. That sounds vehicles. Maybe a simpl i i its directi traditional market, not to mention decision to allow cost recovery was
sources of revenue for the group. like more tinkering at the margins. story, with a streamlined footprint Sowhy any Chi ition. Labour ial: one of its board.
Expect Venkat to offer four Whatever Venkat comes up with this and dearth of political interference. lnveﬂmrs]:]mnpndmmmnndsmry costs are rising, not least in North members resigned overit in 2022
to this First, month, i looking for Th America. Centricals future annual household
‘more detailed financial breakdown of i into Stellantis, whi leaned up i Plus, this year global vehicle sales supp]yptuﬁts are expected to
investment and consumer banking. higher shareholder returns, and soon. tomorrow, suggests that the answer is ('xl']ns'l'uvm who took over the should decline as the surge in toa range of £150mn to
Next, he is expected to confirm cost Thy ; bined from his p pent-up post irus demand EZSOmn,xtl:ssLtwuLhudsbclnwhsl
cuts of about £750mn. He will probably born of the 2020 i i year. This range would still be higher
increase the bank’s targeted returnon | Japan's robot stores: Italy’s FCA (Fiat Chrysler) and the jins, expected | Even so, Stellantis has a strong than in the years after the price cap's
tangible equity by 100 basis points to Groupe PSA (Peugeot Citroén), has | to come inat 12. for 2023, with 0bn of introduction in 2019, and before the
11 per cent for 2025. Finally, cxpect labour savers e e e e || crm i h this year. That e,
some clear cash figures for sharcholder 60 per centin the 74 per cent at S&P Capital irling — and denied Ofgem recently altered the profit
capital returns to come. Even without humans, convenience rivals Renaul, it —rnmmln of a Renault tie-up. It ‘margin that suppliers can make via the
But he may need more than these stores in Japan have proved they can Volkswagen and BMW. 1d €1bn of free cash price cap. It allows for 2.2 per cent
tweaks tostem a three-year streakof | run themselves. Unmanned stores are Itlooks an unlikely darli R&D, | flowafter i v=mlsl-9p=rcmtbdm
Tts 50 hi with scanning machines The European business focuses on mlﬁxn{adng(‘apexandk&l)m]l according to Bernstei the rule change. Still
per cent market value discount to book | making it easy for It has not come in at less than 7 per cent of sales, ‘more road to run on. returns mean energy retailing will
value is far greater than those for local | out on their own. Retailers may have remain a volume game, even as
rivals Lloyds and NatWest. also found an answer to cleaning these companies try to improve profits by
shops without humans. All this points upselling other products.
toa should benefitin two rises soon. This problem is only going . Suppliers that survived the crisis of
Investment banking ‘ for local Exmv:mmce store. chalm. ‘ways. It saves on labour costs at the get worse. A shrinking, ageing Centrica: selllng energy 2021-22 have common traits. They are
erTGrmants Japan's stores it runs directly. But alsoit will | population causes a labour crunch. is still a size game large and have added other strings to
; . are famous for offering not onlyawide | earn monthly fees from these Despite the cost hurdles, the share their bows. Octopus's rapid has
Return on fangible reported equity, range of takeaway food but also lcndmg price of Seven &i Chief executive of Centrica has torank | been aided by deals, including for Bulb
2022 0 services, such as free WiFi, cash franchi il Holdi limbed more thana. highly among the worst jobs in Energy and Shell’s houschold supply
0 5 10 15 | machinesand parcel delivery services. Tapan needs these ty]xs of creative | tenth this year. Meanwhile, rival corporate Britain. British Gas was business. It licenses s IT platform to
SrETAETTE -Eleven Japan, higher costs become a Lawson is up 42 per cent. Part of the privatised in 1986, yet its parent other companies.
largest convenience store chain, concern for convenience stores. Most | latter’s rally includes market remains a lightning rod for public Political attempts to open up the
Standard Chartered already runs a few unmanned storesin | are open 24 hours a day, d i overan that | ange gy pri i
Tokyo. It plansto operate more stores | week. Their sheer number —Seven- Japanese tel plansto | company will political the domination of a handful of
BNP without staff this spring. Its peer, Eleven Japan alone has more than Taunch a tender offer for Lawson. savvy as Britai retailers jes. The names in the top flight
. FamilyMart, has started runningthese | 21,000 in the country — makes the But these gains are more a reflection mgainapmﬁubkfmung, have changed, but scale remains
typesof shops and has takenitastep | sector sensitive to wage inflation. a[memngmﬂmkfm-thesegmem sm‘lZlY).Z some 30 British Lherlecldmg(scmriursllucess
Barclays further, with robots cleaning the store ‘Wages in Japan rose 5.8 per cent last les hit a record failed i
floors. Each year, the in three lngh]xsty:m' the third consecutive who]:sa]:pnmr_xpnsedpoody [ ——
Deutsche Bank timesa day — d for decades. Pay businesses ‘year of ies. But the For notes on today’s stories
R employees that are increasingly hard to | and union leaders are under way for ‘more automation and digital services, | survivors have thrived. Octopus 00 1o wwwft.com/lex
hire given Japan's labour shortage. the new fiscal year, suggesting further | earnings should get a boost. Energy, Britain's second-largest
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15uch as dragon emblem on sterling
pounds? )

5 Anidofe impeding onset of really
‘advanced poison (6)

8 Andean bar prepared dish served with
curry G5

9 Wine area, freezing cold, next to the sea (5)
1 Plece of puferfish served with sfarfer of
‘edamame (5)

2 Tender Conservafive's church donation (%)
13 Briliant German wingers from Stuftgart
feature In1-1 af home (8)

15 Chain article King authorised (6)

17 Agreeable house where René loses caf?
an

19 Badlands dry, but Wolds stormy ¢&4)
220n board Giza bus, Fm Belgian, Poirot —
here for Death on the Nile G.6)

23 Greek character regularly scrafches
ftchiest area (5)

24 Economics theorist, nof leff, nof right, i
missing... unknown fafe (5)

25 Korea pro sent off affer fackling Charlie or
Tommy? 45)

26 Team furned over North American
Inventor (6)
7

ft.com/crosswordapp*

JOTTER PAD

that could go on fairly
late (7)

DOWN

1Work infroduction to Moll Flanders affer
freshening up with a kip (94)

2 Orderly soldier beginning fo need strong
drink ¢4.3)

3 Book featured In sfory board (5)

4 Endlessly wealthy, inclusive Trojan hero
‘about to drop bombastic speach (8)

5 Digest white fish I finally gutted (&)

& The Nightwatchman? (9

7 Vote to suppart left winger? @7)

10 Criminal cartel pays about 100000
Rupees for football feam (76)

4 Play Ravels hif composifion G6)

16 Flighty individual, upper-class, Brifish
evicting European landiord (8)

18 Escorted nofe penned in sepia 7)

20 0dd bifs of Edam plain sandwiches? Get
stuffed! (7)

21 Fairy king discovering sober irony (6)
23 Scant coverage of Violet Elizabeths.
ballad? (5)
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