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Jakarta party
Widodo ally
claims victory

Prabowo Subianto celebrates with
supporters in Jakarta after claiming
victory in Indonesia’s presidential elec-
tionyesterday.

Projections by polling groups put the
defence minister and former general on
track to win 60 per cent of the vote and
to succeed Joko Widodo as leader of
south-east Asia’s biggest cconomy.
Prabowo had pledged to continue the
policies of the popular incumbent.

“This is a very convincing win.
[Widodo's] influence as a kingmaker in
this election has been very consequen-
tial,” said one analyst.

But the prospect of a Prabowo admin-
istration has raised concerns for Indo-
nesias young democracy because of his-
links to Widodo, whose son was
Prabowo's runningmate, and hisalleged
involvement in human rights abuses
duringhistime inthe army.
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Luxury cars held at US ports after
VW discovers banned Chinese part

o Porsche, Bentley and Audi & Thousands of vehicles seized @ Component breaches forced labour law

PETER CAMPBELL — LONDON
DEMETRI SEVASTOPULO — WASHINGTON

Th:y added that VW notified US

PATRICIA NILSSON

Thousands of Porsche, Bentley and
Audi cars have been impounded in US
ports after a supplicr to parent group
Volkswagen found a Chinese compo-
nentin the vehicles that breached anti-
forced labour laws.

‘According to two people with knowl-
edge of the matter, the carmaler has
del ivery of i

asitwas
Dfﬂlcpaﬂ,swngm.

US-China relations remain mired in
their worst state since the countries
established diplomatic ties in 1979, But
‘Washington and Beijing havc been try-

ucts made with forced labour in the
‘western Xinjiang region and other areas
in China under the Uyghur Forced
Labor Prevention Act of 2021

The people would not confirm

confirm serious violations,” it added.
Questions of forced labour found

witha d

Briefing

» Uber joins Silicon Valley
rush to reward investors
The ride hailingapp has unveiled
aninaugural §7bn share buyback
programme, daysafter reporting
its first full-year of profit. Meta
announced its debutdividend this
‘month, while Airbnb added $6bn
toitsbuyback scheme.— pAcEs

» Russian warship sunk
Alargelanding shipwitha crew of
90 has beendestroyedoff Alupka
onCrimeas south coast, Ukrainc's
military has said, dealing another
blow to the Kremlin’s Black Sea
DAY REPORT & ANALYSIS, PAGEZ

» Bezos sells $4bn of shares
‘Amazon’s billionaire founder

Jeff Bezos has sold another $2bn
worth of the online retail giant’s
stock, bringing the total value of
shares he has offloaded in the
past week to $4bn.— pace ¢

» LNG demand to rise 50%
Clobal liquefied natural gas
demandis forecast to surge
50per cent by 2040astheworld
switchestocleaner fuel, energy
‘major Shell has said inits latest
annual LNG outlook.— pace ¢

» Biden berates Trump

The US president has rebuked his
predecessor for saying he would
encourage Russia to attack Nato
allies that failed to reach their
targets for defence spending.

— PAGE 2 EDWARD LUCE, PAGE 17

» Turbulent ride for Lyft

Theride-hailing company’s shares
havesoared more than 60 per cent
and then fallen back sharply after

anerrorini release

theUSat ati il

for margin
e

withinits Chis in arc par-
ticularly sensitive for VW, which has
come under mounting pressure from

whether or ot the partin q was

human

prm‘lucr:dmxmpangmelf

over a facility it jointly owns in Xin-

ing to stabilise their with
President Joc Biden meeting his Chinese
counterpart Xi Jinping at a summit in
San Francisco in November.

The U ibits the import of prod-

lateastheend of Marchasit: rep]anesan
clectronic component found to have
come from “western China’

The people stressed that VW wasnot
aware of the origin of the part, which
was sourced by an indirect supplicr fur-
ther down its supply chain, until the

A VW letter to waiting
customers blamed ‘a small
electronic component but
did not specify its origin

bout 1,000 Porsche

spnns cars and SUVs, several hundred
Bentleys and several thousand Audis,
saypeople briefed on the details.

VW said it took "a]lcgaumu of infrin-

The German car company said it
‘would discuss “the future direction of
business” in Xinjiang with its Chinese
joint venture partner SAIC, following

ery seriously,
both within the company and in the
supply chain”, including “any allega-
tionsof forced labour”.

“We will clarify the facts and then
take appropriate steps. These may also
include the termination of a supplier

if our i

the in German media of
freshallegations of forced labour.

sion

The delay to US deliveries came after
the company discoveredin mid-January
that some luxury cars bound for North
America contained a part that was not
compliant with customs rules, two peo—
plewithknowled
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» plits in India opposition
Abroad but fragilc opposition
coalition is breaking down over
AT S
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nent that is a part of a larger control
unit whid|w'i].l be replncu‘l" It did not
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Chinese officials have defended work

Tihe. company has begun fixing cars,
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Eye in space to

Fantasy ‘phenomenon’ Maas breathes
fire into Potter publisher Bloomsbury

DARIA MOSOLOVA — LONDON

The UK publisher that tapped into the
magic of JK Rowling’s Harry Potter
series yesterday hailed another “pub-
lishing phenomenon”, assales of Sarah
J.

hidden methane menace

Methane s blamed for almost a third
of the emissions-induced rise in global
femperatures since the industrial era
began, with the oil and gas sector a
chief source. An Al-equipped satellite

Shares in Bloomsbury Publishing hit
record as it raised its profit outlook for
the second time in three months on
soaring demand for fantasy novels, led
by those written by Maas, forecasting
annual carnings “significantly ahead” of

for is now set
for launch. Costing $88mn, and primed
1o detect invisible releases that other
systems cannot, MethaneSAT will help
1o crack down on leaky infrastructure
while chasing fhe goal of a 30 per cen
cut in methane emissions by 2030.
Satellite mission »PAcE 2

‘market

Bloomsbury said the consensus mar-
ket expectation for the year ending Feb-
ruary 29 was for revenue of about
£291mn, and for profit before tax and
highlighted items to be £37.2mn. The
groupwill report resultsin May.

“Sarah J. Maas is a publishing phe-
nomenon,” said chief executive Nigel

Newton. “We are very fortunate to have
signed her up with her first book 13
yearsago.”

Maas’s most recent novel, House of
Flame and Shadow, which was published

programmes in the region as helping w0 people said. Th unlikely Asda, £7mn more
employment but the UN's human rights from their i
body hassaid Chit con-  Additional Whitein on
situte “crimes againsthumanity”. Shanghai tobuy two privatejets—pacea
VWis salesinChina  VWin
#TheRedEdge

thousand-page-long works of history
but it’s an absolute phenomenon in
fiction”.

The group, which also publishes
Women’s Prize for Fiction winner

last month, has topped the

Susanna Cl

the UK, US and Australia, while boost-
ing demand for the previous 15 books in
her series, the publisher said.

Bloomsbury said it had signed up the
bestsclling author for six more books,
expecting her audience to grow further
onthe back of “word-of-mouth recom-
mendations”, particularly by TikTok
andInstagram book bloggers.

BookTok — the TikTok content sub-
genre for book reviews — is shaping the
publlsllmg industry “more than you
could imagine”, said Newton.

“It p]ays a huge rolein the genres of
publishing that its users arc interested
in,” he said. “It is not driving sales of

writer Alan Moore, said it was investing
further into the fantasy genre, which
‘has grown ever more popular in recent

years.

Bloomsbury’s shares were up almost
9 per cent following the trading update,
hitting a high of 535p. Their value has
risen more than 130 per cent in the past
five years.

Analysts at Investec said the business
was “fundamentally undervalued”,
given the “resilient, accelerating growth
[it] can deliver over time”. They now
expect profit before tax for the year to
be 31 per cent higher, at £48.1mn, with
forecast revenueat £329.3mn.

Subscribe In print and online

World Markets

e comisubsusa STock MARKETS curmencies GovERNMENT BoNDS
Tel:1800 6288088 Foh14 Pov %y Far  Fobld e Far _ febld P V(s T
o e —— O @01 05 Y6 107 107 08K 089 USav 1% s
i — TR0 e 0% £ 1% 120 09 071 USToy 5 am
It 0gse 0t 17 1% Say [ '}
TS06%5 TE05% W& 1614 161401 UEzyr s
©THE FINANCIAL TIMES LTD 2024 189008 100771 Endox @260 @37 KTy [
No: 41,557 % 0950 0950 SH/E 12117 Ky 458 485
e rt--4iéI:HI6 o5 ] O]
Prinfed in London, Liverpool,Glasgow, Dublin, g5 CRYPTO el I
Frankfurt, Milan, Madrd, New York, Chicago, San Feb 14 v %y oot Tl
Francisce, Tokya, Hong Kang, Sngapere, Seau, = Sz G i e =
Dubal 2% o Zus_mam am SOL =
i commMoDITIES [=ETS 251
T oo LTI T
1 GIwiTs 75 Te s
5 Ol Bons mu _ mn 0w e i
FTWishiro5000 57 _Gods TS 100152 D3 roidot by Momigss.

611010 1 00001 15

RED SAVANNAH

VILLAS - JOURNEYS - GULETS

+44 (0)1242 787800 REDSAVANNAH.COM



* FINANCIAL TIMES

Thursday 15 February 2024

INTERNATIONAL

Ukraine

Kyiv claims sinking of Russian landing ship

Naval vessel goes down
off southern Crimea in
marine drone operation

BEN HALL — LONDON

Ukraine’s military said yesterday it had
destroyed a Russian landing ship in
another severe blow to Russia’s navy in
the Black Sea.

The Cesar Kunikov, a Ropucha-class
landing vessel with a crew of 90, was
struck off Alupka on the southern coast
of Crimea, which has been occupied
by Russian forces since 2014, the
Ukrainian navy confirmed in a state-
‘ment.

Local social media channels reported
that people in the Crimean peninsula

had heard expl 1d seen a vessel

that have

dern $-400 air defe -

onfire offthe coast.

Ukraine’s military intelligence
released a videoit said showed the 113
metre Cesar Kunikov under attack. It
added that the ship had been struck by
Ukrainian-built Magura V5 sea attack
drones, had been holed on the port side
and had begun tosink.

Russia’s military said it had shot down
a2 number of Ukrainian aerial drones
over the Black Sea overnight on Tues-
day, but made no mention of maritime
drones.

Dmitry Peskov, Kremlin spokesman,
declined to comment on the Ukrainian
claimit had sunk theship.

The destruction of the Cesar Kunikov
is the latest in a series of Ukrainian
drone and missile strikes against Rus-

tie:
h:lp:d bRﬂk Musmw‘s blockade of the

Russlan navy commanders have
ordered the removal of ships from
Crimean waters periodically in an effort

The destruction is the latest
inaseries of Ukrainian
drone and missile strikes
against Russian ships

toprotect them from Ukrainian attack.

Ukrainian exports have resumed
largely unimpeded from Odesa and
other southern ports, although port
facilities have been damaged in Russian
drone raids.

against Russian military assets in Cri-
mea and the Black Sea has been a big
success for Kyiv at a time when the
grinding land war in the east and south
of the country has reached a relative
stalemate.

The peninsula was a Russian military
stronghold and launching zone for
attacks on mainland Ukraine, but has
become increasingly vulnerable to
Ukrainian fire.

In September, Ukrainian forces
struck the headquarters of Russia’s
Black Sea fleet in Sevastopol, Crimea,
using cruise missiles which had been
supplied by western allies Britain and
France.

That attack was made possible after
Ukrainian forces eliminated one of

tems which was protecting the Krem-
lin's forces inand around the peni:

In November, a Ukrainian strike
badly damaged the Askold, a Russian
missile ship. Russia has also lost the
cruiser Moskva, flagship of the Black
Sea fleet, a submarine and smaller ves-
sels since the invasion

The Cesar Kunikov was previously
damaged while it was berthed in Rus-
sian-occupied Berdyansk in March
2022 in a Ukrainian missile strike that
destroyed the Saratov, another Russian
ship.

The vessel attacked yesterday was
named after Cesar Kunikov, a Soviet
navalinfantry officer whowaskilled ina
battle during the second world war, on
February 141943,

Kyiv’s funding from US may
hinge on whether Trump ally
allows bill to be put to vote

LAUREN EEDOR — WASHINGTON

President Joe Biden has urged the
Republican leadership in the House of
Representatives to bring a sweeping
$95bn national security bill that
includes some $60bn of military aid for
Ukraine toa vote “immediately”.

The bill passed the Senate on Tues-
day. But the measure, which also in-
cludes billions in aid for Isracl and
Taiwan and humanitarian aid for Gaza,
facesan uncertain futurein the House.

‘Whatis at stake for Kyiv?

US support has been critical in supply-
ing the Ukrainian military to reclaim
land captured by Russian forces. But
Kyiv is running low on critical muni-
tions and poised to run out of artillery
shells essential to the conflict unless
Congress authorises more aid, which is
partly used to buy US-made weapons.
But Republican opposition to the
package has delayed it for months, rais-
ing fears in Ukraine and among allies in
Europe. One US military official warned
that the delay risked creating an “air
bubble” or “gap in the hose” of supplies.

Capitol Hill. Security legislation

House Speaker central to $60bn aid for Ukraine

BidenonT ain-
ian soldicrs [running] out of artillery
shells, Ukrainian units rationing rounds
of ammunition to defend themselves”.
Passingthe bill would send a message to
the world that “America can be trusted,
America can be relied upon, and Amer-
icastands up for freedom’, headded.

Ukraine President Volodymyr Zelen-
skyy also urged House Republicans to
'make an “equally strongmoral choice”.

Why docs the Speaker matter?

The voting schedule on the House floor
istightly controlled byits Speaker, Loui-
siana Republican Mike Johnson, who
has said he will not be rushed into bring-
ingthe Senate-passed bill up fora vote.
Johnson, an ally of Donald Trump, has
criticised the Senate version as it does
not include provisions to tighten secu-
rity at the US-Mexico border. Ironically,
a previous bipartisan compromise that
did include controls and funding for
Ukraine failed after it was trashed by
Trump, who has more to gain duringthe

Inthe limelight: election year from the border problem.
House Spezker Trump has yet to weigh in on the new

dbill. But Johnson has said
s\lrmunded hy th: Senate “should have gone back to
the media board to amend the current
yesterday in bﬂlm include real border security”.
Washington oo
ey ‘Why does Johnson balk at Kyiv aid?
Gemy

Republicans on Capito] Hill are decply
divided on aid for Kyiv, reflecting the

‘Tucker Carlson who has lambasted Zel-
enskyy and recently interviewed Russia
President Vladimir Putinin Moscow.
Republican Ukraine sceptics, who
c]x.lm without evidence that US aid is

includingthe22whovoted forthebillin ¢ :
theScante Londr Mitch McCommellle  REPUDIiCADS
urgedjohnson toallowaHousevote. ~ Muststand
McConnell told Politico: “T hope the upto
Speaker will find a way to allow the .
House to work its will on the issuc of  Pro-Putin
Ukraine aid and the other parts of the  extremists
billaswell.? N
On Tuesday, Republican Andy Biggs, 11 the
& member of the hardline House Free-  House who
dom Caucus more aid for
Ukraine, acknnwledged that the bill  apparently
would winamajorityinthechamber.  want Russia
“If itwﬂemgelu) the floor, it would oo
pass?'Bi ° towin’
Johnson will face pressure from
defence moder-

ates in swing. dnsmm, and chllbll(‘:m

it,
byTrump,!Jlrpaﬂysllkdypnsldcnha]
candidate, dthe

ey eI isolationism
‘'has become mainstream in

Trump sent shockwaves across the
Atlantic when he told supporters over
the weekend he would encourage Russia
to do “whatever the hell they want” if
Natoallies failed to meet defence spend-

ingtargets.
Not all Republicans share such views,
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allies in the by to put
the bill up for a vote. Yet it could risk a
backlash from Trump, and even amove
by the party’sright flank to ousthim.

Isthereany way to bypass Johnson?
‘Washington has been buzzing over the
possible use of a so-called discharge
petition, a tool that would allow Demo-
crats to force a vote. If at least four

House Republicans signed on to the
petition, it would override Johnson.

Hakeem Jeffries, the Democrats’
leader in the House, in a letter sent to
colleagues on Tuesday vowed to use
“every available legislative tool” to get
the bill over the line. “Republicans
must . .. stand up to pro-Putin extrem-
ists in the House who apparently want
Russia to win,” he wrote.

Tohnson on Tucsday insisted national

Military alliance

Biden rebukes
Trump for
‘un-American’
outburst on
Nato allies

JAMES POLITI — WASHINGTON
HENRY FOY — BRUSSELS

Joe Biden sharply rebuked Donald
Trump for saying he would cncourage
Russia to attack Nato allies that did not
spend enough on defence, as the US
president pleaded for Republicans in
Congress to pass a $95bn funding bill
includingaid for Ukrainc.

Speaking at the White House on Tues-
day after the Senate approved the
national security legislation with bipar-
tisan support, Biden issued his most
strident criticism yet of comments
‘made by Trump last Saturday at a rally
inSouth Carolina.

“Just a few days ago, Trump gave an
invitation to [Russian President
Vladimir] Putin to invade some of our
allies, Natoallies,” Biden said. “No other
president in our history has ever bowed
down toa Russian dictator. Let me say
thisas clearly as Ican: I neverwill”

Biden added: “For God’s sake, it's
dumb, it’s shameful, it's dangerous, it’s
un-American.”

Trump'’s comments last weekend
have reverberated across the transat-
lantic alliance, triggering deep concern
and outrage across Europe. At the cam-
paign event, Trump recalled telling
Natoallies he would not “protect” coun-
tries that were “delinquent” on their
defence spending, and would encourage
Russia “to do whatever the hell they
want” tothose that failed to “pay” up.

Nato secretary-general Jens Stolten-
berg confirmed yesterday that 18 of its
31 members will meet the target of
spending 2 per cent of gross domestic
product on defence this year. That
includes Germany, Europe’s biggest
economy, for the firsttime.

The total amount equates to Nato's

Furopean members spending a com-
bined $380bn on defence, arecord. “We
are making real progress . . . European
e e )

‘That number s likely to rise as budg-
ets are adjusted, accordingto threealli-
ance diplomats. “Nato expects about
two-thirds of allies to hit 2 per cent in
20247 an alliance official pointed out.

In 2016, only five countries met the
2percent

“We! havem].mxnmn‘l take note of the
following; the criticism that we hear
[from Trump] is not primarily about
Nato. Itis about Nato allies not spending.
enough,” said Stoltenberg yesterday.
“And that is a valid point . . . that Euro-
pean allies and Canada have to spend
more”

Biden’s camp has seized on Trump's
comments to highlight the extreme for-
cign policy position of his likely rival in

security “bx
CanBiden pushit through?

Biden cannot force Congress, but he has
abully pulpit, and he isusingit.

“Icall on the Speaker to let the full
House speak its mind and not let a min-
ority of the most extreme voices.. . . to
block this bill,” he said on Tuesda;
“Failure to support Ukraine at this cri
cal moment will neverbe forgotten””

Biden can draw down US stockpiles,

November
“Our adversaries have long sought to
createcracksin the alliance; the greatest
hope of all those who wish America
harm is for Nato to fall apart,” Biden
said. “For as long as I'm president, if
Putin attacks a Nato ally, the US will
defend everyinch of Nato territory.”
Biden's remarks came after the White
House cheered the Senate’s passage of a
spending bill including $60bn to sup-
port Ukraine in its defence against Rus-

but

National security adviser Jake Sulli-
van said last week that the Biden admin.
istration was not focused on finding
ways to circumvent Congress.

sia, along aid for Isracland
‘Taiwan and humanitarian assistance for
Gaza. The bill must pass the House of
Representatives.

Edward Luce See Opinion
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Global warming

Google Al enhances satellite mission to track methane leaks

JAMIE SMYTH — NEW YORK
KENZA BRYAN — LONDON

A satellite mission to track planct-
warming emissions of methane gas is
finally set to launch, now aided with
artificial intelligence technology to
help build a global map of oil and gas
infrastructure and study it forleaks.

‘The MethaneSAT satellite was announ-
ced by the Environmental Defense
Fund, the US advocacy group, six years
ago to monitor releases of the invisible
gas that Rscaxchers cnunau isrespon-

timescale. Experts say reducing meth-
ane emissions is one of the most power-
ful short-term actions needed to
addressglobal

The International Energy Agency this
year found the global encrgy industry
was responsible for 135mn tonnes of
methane emissions in 2022, only
slightly below record high levels of 2019.
Existing satellites have detected more
than 500 “super-emitting” events in
2022 from oil and gas the

Patrick Barker, an analyst at Wood
Mackenzie, said other satellites typi-
cally offer very high sensitivity to emis.
sions at fine spatial resolution or wide
spatial coverage that allow the entire

Jobe to b ithina short ti

Awareness about methane’s role in
global warming has increased in the
past decade. More than 100 countries
Ied by the US and Europe signed up in
2021toa global pledge to cut emissions

“MethaneSAT is the first satellite of its
kind to offer the “best of both worlds in
both spatial coverage and sensitivity to
emissions,” he said.

pe ¥ 2030,

China, the worlds largest emitter of
the gas, pledged last year to track and
reduce such emissions but remains out-
side the pact, as do Russia and India,

‘The project, delayed by

IEAsaid, with afurther 100 such events.
at coal mines, which can release meth-
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The dtoblast
into space in March aboard a rocket
operated by Elon Musk’s SpaceX. Yes-
terday, Google said it would prryﬂdc the
Al

roperations.

“We think this is a moonshot,” said
Yael Maguire, vice-president of Geo Sus-
tainability at Google. “We have a lot of
optimism that we can help all of the sci-
entists, rescarchers, public sector insti-
tutions, and the oil and gas industry

uired to
Edors Code of Prachce:
EoralCodeof Prcice e e e e
bytheorbiting methane monitor.
Reprints ara avalable of any FT ¥ is the latest pl
contact et | how satellites are used to detect emis-

(minimum orger 100 coples). One-off copyright
licences for reproduction of FT arfices are also
avalabie

For both services phone +44 20 7873 4816, or
alfernatively, emall syndicafion@fcom

sions from oil and gas facilities of meth-
ane, which is more than 80 times more
potent than carbon dioxide at trapping
heat in the atmosphere over a 20-year

MethaneSAT, which cost $88mn, is
designed to measure emissions other
satellites cannot and spot problems
other detection systems cannot. It can
calculate total emissions, where they
come from and how they change, pro-
viding a tool to regulators rolling out

The fund said the tie-up with Google
would enable the Mel.hml:SAT team to

sions as low as 500kg per hour from
e L

afield of view 200km wide.

T satellite

loud, A1,
ellite imagery to provide the first map
showing how different types of machin-
ery contributeto methane leaks.

“By the end of 2025 we should have a
very clear picture on a global scale from
‘major oil and gas basins,” said Steven
Hamburg, chiefscientist at the fund.

The oil and gas sector has begun tak-
ing steps to tackle methane emissions,
asthe USand others moveto implement
penalties. At the COP28 climate confer-
ence in December, companics repre-
senting about a third of global output
pledged to stop routine flaring of excess

Eyc in the sky:
Google Al tobuild database

¥

all gas
leaks by theend of the decade.
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Indonesians vote for continuity as
Widodo ally set to win presidency

Prabowo vows to work for all amid fears over human rights and nation’s hard-won democracy

A ANANTHA LAKSHMI — JAKARTA

Prabowo Subianto has won a decisive
victory in Indonesia’s presidential elec-
tion, according to early projections by
polling groups, puttingthe controversial
former general on track to succeed Joko
Widodo at the helm of south-east Asia’s
biggest economy.

The 72 year-old former special forces
commander had pledged to maintain
the policies of the hugely popular
Widodo, known as Jokowi. He has over
the past 10 years overhauled Indone-
sia’s economy, putting it firmly on the
radar of foreign investors and position-
ing it as an important player in the glo-
bal energy transition.

But the prospect of a Prabowo admin-
istration has raised concerns amo;
some political analysts for Indonesia's
young democracy because of the ex-
general's links to the outgoing Widodo,
whose son was picked as Prabowe’s run-
ning mate, and alleged involvement in
past human rights abuses.

Prabowo, who is at present Indone-
sia’s defence minister, won close to 60
per centof the vote yesterday, according
to sample ballot results — known as
quick counts — released by multiple pri-
vate pollsters, mclumng Indikator Poli-

ilndo-  Celeb all clements ... We will lead, protect  popularokowi andasuccessful,social - “prahowo
nesia. That was astronger showingthan  a supporter and defend all i £ » said Peter
pre-election polls that put his support  applauds cthnicitics, religions, social back- Mumford, south-cast Asia head at the has
closerto 50 per cent. Prabowo grounds” he told upport- “Prabowo’s :

“This is a very ing win.  Subi ersina i e rount victary removesthefmme.  Promised
Jokows influence asa lcll@u;](enn this  addresses a Prabowo is expected to avoid arun-  diate political uncertainty”” to maintain
clection hasbeenvery consequentialfor ~ crowd in Jakarta  off in June that would have been trig- The outgoing president spent heavily [ Wi o lo's|
Prabowo,” said Kennedy Muslim, an  yesterdayafter  gered if he had received less than half  on infrastructure, pursued investor- o

ikator Politi io.  thepollsclosed the vote. Quick counts have in the past  friendly reforms and leveraged Indone-  poOlicies;

Former Jakarta governor Anies Bas- 5 smogiery been reliable and in linc with official  sia’s vast nickel reserves to build an  (hat's why
wedan was second with about 25 per %"= results, to inMarch. The electric-vehicle ecosystem, part of his . y
cent, followed by former Central Java new president willtakeoverin October.  ambition to transform Indonesiaintoa D is my
governor Ganjar Pranowo with less than The preliminary result capped a topfourglobal economy by 2045. e

20 per cent, according to the unofficial
projections. The two defeated camps
alleged fraud and violations in the elec-
tion process.

Prabowo said he and his running
mate, Gibran Rakabuming Raka, 36,
were “grateful” for the quick count
results predicting victory. “Prabowo-
Gibran and our coalition will embrace

remarkable turnaround for Prabowo,
who previously ran for president in
2014and i ften his

He is constitutionally barred from
running fm a third term but enjoys

image by appealing to Indonesia’s
younger voters and campaigning heav-
ily on social media. He also promised
continuity with Widodo.

“Prabowo was propelled tovictory by
the unofficial but clear backing of the

approval percent, a public
mandate he lent to Prabowo’s campaign.

“Jokowi has been very good for the
economy and we should continue that. I
would vote for him again il could;” said
27year-old Muhammad, who declined
to give his full name. “Prabowo has

promised to maintain [Widodo's] poli-

Investment

Nickel critical
to Jakarta’s
reinvention
of economy

A ANANTHA LAKSHMI — JAKARTA
ANDY LIN — HONG KONG

Over the past decade, Joko Widodo
reinvented Indonesia’s economy to
malke it one of the world’s most attrac-
tive investment markets.

Indonesia’s president, who took office in
2014, wiclded the country’s nickel
deposits — the largest in the world — to
upgrade adomestic mineral processing
industry and bring in foreign invest-
‘ments, while shifting a long-standing
current account deficit into surplus.

The transformation is not yet com-
plete: the furniture maker turned politi-
cian has set an ambitious target for
Indonesia to become one of the world’s
five biggest economies by 2045.

Under Widodo, who is popularly
known as Jokowi, Indonesia’s economy
has grown about 5 per cent every year,
except during the coronavirus pan-
demicyearsof2020and 2021.

While growth on average has been
slower under Widodo's tenure than the
previous decade — in part because of
Tower commodity prices — economists
said the stability had bolstered investor

and consumer confidence.
Gross domestic product per capita has
also climbed and is a asweet

spot of $5,000, which would bolster the
middle class and trigger a wave of dis-

3 ¥ y

But political analysts have warned
that Prabowo could test Indonesia’s
hard-won democracy, which was estab-
lished in 1998 after bloody

pending, said Henry
Wibowo, head of lnduncsm research
and country atJPMorgan. “It’s
an important growth driver and it’s

unseated autocrat Suharto, his former
father-in-law.

Prabowo was disch: d from the

But some economists cautioned that
Indonesia should be growing at a faster

military the same year after being
accused of ordering the kidnapping of
more than two dozen pro-demecracy
activists, many of whom are feared
dead. He has denied the alls

Widodo has faced eri
acmnsu run‘l nl].ms for engineering the

Chatib Basri, a former finance minis-
ter and a senior lecturer at the Univer-
sity of Indonesia, said the economy
needed to expandata rate of 6to 7 per
cent until 2050 to avoid getting stuck in
thetiers of middle-income countries.

Onecritical driver of growth has been

ningmate, d.mwmgamumuonx thatthe
outgoing president was trying to estab-
lisha political d

Additional reporting by Diana Mariska in
Jakarta

e
tant element of electric vehicle batter-
ies. Widodo banned exports of nickel
orein 2019, part of astrategy to cultivate
adomestic EV supply chain.

The move invigorated the metalsand
miningind\ulry by forcing refiners and

up onshore.

Indonesia’s economy maintained about GDP per head expected to surpass
5% growth except during the pandemic

$5,000in 2024

Infrastructure spending has climbed
under Joko Widodo
Government infrastructure budget (tn rupiah)

Strong exports pushed Indonesia’s current

account info surplus in 2021

Fam direct investment has poured
in, with companies such as Ford,
Hyundai, Tsingshan Holdings and BYD

Real gross domestic product, year-on-year change G GDP per head in current prces, 2023 figures Balance of payments by item C5bn) committing billions of dollars,
40 areestimates (5 0 n)n - 500 i 60 In 2023, i 3.7 percent
ZUTRID LT TLITED Goods and services to hit a record $47.3bn, after jumping
= BB EE 4oo ' Primary income M |, | 46.6percentin2022. Abouta third of
= 5 Current account balance - FDI, predominantly from China, went
P 300 | | 20 | intothemetals and miningindustries.
China ] Widodosimplementation of ajobcre-
0 - pl 3]
— Philippines \/| 10 o - o | ation law hasalso fuclled investment,
= Vietnam introducing reforms to cut red tape and
— — Indonesia v 5 Indonesia o0 opening up sectors previously closed to
Malaysia Vit 4 | 20| forcignfunds.
Thailand 0 Pitppnes o I His administration has spent moreon
T T = infrastructure than predecessors, build-
2015 2020 2023 1990 2000 2010 2023 2015 2020 2024 2015 2020 2022

ing roads, railways, dams and ports

across the archipelagoof 17500 islands.

National polls

India opposition alliance fractures as support for Modi soars

JOHN REED AND JYOTSNA SINGH
NEW DELHI

India’s best chance of challenging
Narendra Modi is disintegrating
‘months before national elections, as a
broad but fragile opposition coalition
breaks down over internal rivalries,
defections and arrests and intimida-
tionby law enforcement.

The alliance of centre-left and regional
parties, unveiled last July under the
banner of the Indian National Develop-
‘mental Inclusive Alliance, or INDIA,
presented itself as a unity front to pre-
vent India’s powerful prime minister
and his majoritarian Hindu Bharatiya
Janata party from coasting to a third
termin power.

But seven months later, talks among
IND}

rapidly,” said Neerja Chowdhury, a
political analyst and contributing editor
with the Indian Express newspaper.
“The BJP have a formidable clection
machinery unlike any in the world, a
popularlcader who has been 10 yearsin
power, they have

Opposition figures argue that their
travails are due to a repressive govern-
‘ment bent on debilitating its political
rivals, often with the use of the state’s
powerful enforcement agencies.

Several senior members of the Trina-
‘mool C

ahungerfor power’

India does not publish reliable opin-
ion polls and its electoral commission
has not set a date for Ll\t cl:ctmn»
expected i iland May.

police or subject to raids by the Enforce-

‘ment Directorate, according to party

officials. The Aam Aadmi party, which

controls governments in Delhi’s
e .

But ition appears

isalsoin di itslead-

to be heading for a third election loss to
an emboldened BJP and its powerful
leader, who has built a mass following
onreligious nationalism.

Modi last week told parliament that
his party and its allies were aiming for
mo seatsin the forthcoming election —

seat-sharing — tactical agreements to
avoid competing in some constituencies
= lnv: made little headway, while Modi

joyed a surge of support after he

ity” that would give the

B]P a historic opportunity to shape

Indian politics and life — and that the

ruling party slon would targetat least
s

370, 90 now.

mall,gllmkd a sprawling Hindu temple

complexat Ayodhya inthe north-cast.
The opposition has also suffered the

desertion of two critical figurehead

“The mnm alliance is over, it's oblit-
erated, it’s finished,” said Rajiv Pratap
Rudy, the BJP's national spokesperson.

Rabul Gandhi

Mamata Banerjee, head of the All India
Trinamool Congress, said last month
that her party would independently
field candidates, and Nitish Kumar, the
chief minister of Bihar, India’s third
‘most populous state, jumped ship toally
with the BJP.

E]sewh:r:, officials have been tar-
geted by raids, arrests and corruption
probes that the opposition says are
po]mm]]ymuhvattd

1A alliance is collapsing very

Indian National Congress, the largest
opposition group, has drawn crowds on.
across-India walk, his second, suggest-
ingthe opposition isnospent force.

But most analysts share the ruling
party’s prognosis. The BP was “coming
back to power”, Chowdhury said, point.
ingto Modis consecration last month of
the Ram Mandir temple, built at Ayod-
hya on the site of a mosque that was
razed in 1992, which was widely cele-
brated

ers jailed over accusations of receiving
Kickbacks and offering special favours
to companies awarded lucrative liquor
Ticences, which they deny.

Arvind Kejriwal, the AAP’ head, said
this week that the party planned to con-

cies, especially the ED, on oppasition
leaders usinga draconian money-laun-
dering law;” said Saket Gokhale, an MP
with Banerj:es paty. s activity lms

Diplomacy

Republican hawk on China
leads US trip to Taiwan

DEMETRI SEVASTOPULO — WASHINGTON
—TAIPE

“only gotte:
months”, he added.

In India’s eastern Jharkhand state,
former chief minister Hemant Soren,
whose party leads the local government
in coalition with Congress, was jailed
late last month in connection with mul-
tiple corruption probes, including alle-
gations of illegally acquiring land while
inoffice.

Modi's party denies using law enforce-
‘menttotarget the opposition, maintain-
ing the agencies’ independence. “Cor-
ruption is corruption, whether it is a
chief minister or a common person,”

bserv-

Mike Gallagher, head of the US House
China committee, will visit Taipei next

Gallagher’s office did not comment,
but he confirmed in a recent podcast
that he planned the visit this spring fol-
Iowing a report in the Financial Times

week with other
Lai Ching.te ahead of his May inaug-
ration as Taiwan's president.

ah Taipei.
Gallagher and his committee, which
was formed a year ago to intensify the

focus on tlmts from Chlm }lave been
i

The hawkish Wisconsin
would arrive in Taiwan on February 21,
said three people familiar with his plan,
including two Taiwanese officials who
expect him to lead a delegation of seven
USlawmakers.

The visit comes a month after the
ckcuml wvictory by Lai, the Taiwanese

test all 13 of Punjab’s lower
alone, in effect ruling out a poll alliance
with his INDIA partners in thestate.
“Over the past 10 years, the Modigov-
ernment has unleashed federal agen-

Narendra Modi has built a mass

aid

president who Bcijing denounces

ing the legal system by the party in
power was a recurring theme. Under
Congress governments, its opponents,
including Modi, referred to India’s Cen-
tral Bureau of Investigation as the “Con-
gress Burcau of Investigation”.

“There is a well. ‘history

Washmgum has warned China not to
engage in aggressive activity towards
Taiwan in the run-up to the inaugura-
tion, when Lai will succeed Tsai Ing-

voca
asthe Chinese lmhlaryhas maintained
its assertive stance around the island.

Beijingislikely to opposethe visit.

Last week, Gallagher announced he
would not seck re-clection, in a move
welcomed by some US companies inc-
reasingly anxious about becoming a
committee target. The China panel has
in recent monthsstepped upscrutiny of
US financial groups and other entities
with operationsor interestsin China.

After the election, Mike Johnson, the
US Republican Speaker, said he would

thatthe

chairs of several

wen.
us shuu]d not modd]e in Taiwan, over
whid

congressional committees to visit Tai-
. :

of ruling parties, including Congress
during its time, of using all levers in
their power to tilt the playing fiel
their favour,” said Milan Vaishnav,
director of the Carnegic Endowment’s
South Asia programme. “Itis atried and

truetactic”
Gokhale said: “A third term for Modi
of

China cut communications between
the US and Chinese militaries in 2022
after Nancy Pelosi, then House Speaker,
visited Taiwan. Beijingagreedtorcopen
channels after President Joe Biden and
Chinese President Xi Jinping held a
summitin San Franciscoin November.

Gallagher's delegation is expected to

will finish off whatever sembl P Han Kuo-yu, the
democracy is It in India. These elec- | newly elected legshative Speaker from
foropposi- aparty Bei-

jingis ithas itviews

tion parties, but also for Indian d
racy tself”

‘Taiwan as part of a Chinese nation.

wan
Taiwanese “security and democracy”.

The Chinese embassy in Washington
said Beijing “firmly opposes the US hav-
ingany form of official interaction with
Taiwan and interfering in Taiwan affairs
inany way orunder any pretext”.

Liu Pengyu, the embassy spokesman,
said: “The US needs to exercise extreme
prudence in handling Taiwan-related
issues, and must not obscure and hollow
out the one-China principle in any form
or send any wrong signal to ‘Taiwan
independence’ separatist forces”.
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Conflict

Four die in tit-for-tat fire at Lebanese border

Latest clash between IDF
and Hizbollah claims lives
of soldier and civilians

RAYA JALABI — BEIRUT
MEHUL SRIVASTAVA — LONDON

Three Lebanese civilians were killed
yesterday as Israel retaliated with air
strikes for a suspected Hizbollah rocket

according to local whosaid
the

was “immense”.

Hizbollah, the powerful Lebanese
militant group, said a strike on another
town alsolilled one of s fighters.

The Israeli military identified a 20-
year-old female staff sergeant ashaving
been killed in the rocket attack. Atleast
cight others, said by Isracli media to be
soldiers, were wounded. An Israel

ili and
Hizbollah, which have engaged in tit-
for-tat attacks since the war between

assaults on both sides have become
more brazen. Over the weekend, an
Israclistrike hit the town of Jadra, 30km

ordered thousands of people taking ref-
uge in the strip’s last big medical facility
o leave after weeks of fighting around

Hamasand Israel erupted on October7.  southoftheL Beirut. 1 i troopsto
Herzi Halevi ilitary chiefof ~ The more Lhan zoo its gates.
staff, told mayors of lose to the lein Lebas Hundreds of displaced Palestinians

Lebanon border that “this is not the
point to stop. There isstill a long way to
g0 He added: “The next campaign will
have a very strong offensive and we will

Defense Forces did not

lisoldierand  replyto Thealmost daily clashes, and targeted
m]urcd severalcivilians. The Hizbollah barrage also targeted a  assassinations by Israc] of senior figurcs
d her two children were from in H Hizbollah, have fuclled

]n]]:d when shelling struck her home in
the village of al-Sawaneh, Lebanon’s
National News Agency said. More than
10 people were also hurt in the strikes,

Lh:bqldcr the deepest any of itsrockets
has penetrated into Israeli territory in
recent weeks.

‘The incidents came amid an uptick in

concerns of abmmlcr regional confla-

gration, and led to the mass cvacuation

ofcivilians on both sides of the frontier.
Those fears grew in recent weeks as

lebo].lah fighters, as w:ll as scv:ra.l

yesterday began leaving the hospital at
edge of Khan Younis, car-

Isracl's military said yesterday it had
identified “numerous launches” over
the border, including strikes on a mili-

rying their few belongings. The Isracl
Defense Forces said the evacuation
orderdid not apply to patientsorstaff.

tary base, without i which

one. Safed, one of the towns that was

struck; ishome tolsrael’s northern com-

mand. A senior Hizbollah figure said

Israel’s attacks “cannot pass without a
nee”.

res; 2
In Gaza, the Israeli military has

pital in the Gaza Strip after the IDF
besieged, then raided, al-Shifa hospital
in central Gaza, underneath which the
Isracli military claimed to have found
evidence of a tunnel complex used by
Hamas

Tax income

West Bank
threatened
by revenue
seizures, say
Palestinians

JAMES SHOTTER — RAMALLAH

The Palestinian Authority will be
forced to “stop and reconsider every-
thing” it does in as little as twoto three
wecksif Isracl continuestowithholdits
revenues, the Palestinian finance min-
isterhaswarned.

Under the Oslo Accords — interim peace
agreements signed in the 1990s — Israel
collects various taxes on behalf of the
inians and transfers them cach

Inspections and diversions slow
deliveries to Palestinians also
facing destitution and attack

FT REPORTERS

‘The aid shipment that could have fed
1mn starving Palestinians for a month
languished at the Israeli port of Ashdod
for weeks. Then Isracli authorities said
the supplies could not be released.

The shipment of rice, flour, chickpeas,
sugar and cooking oil, donated by Tur-
key, was one of many held up outside
the Gaza Strip even as UN agencies
warned that at least a quarter of its
besieged people face famine.

Gazans are “staring death in the face.
They have little to eat, hardly any access
to medical care, nowhere to sleep,
nowhere safe to go,” Martin Griffiths,
UN humanitarian chief, said on Tues-
day. “No amount of dedication and
goodwill is enough to keep millions of
people alive, fed and protected while
bombsare fallingand aid is choked off”

Israel’s four-month waron Hamas has
brought devastation to the enclave,
where basic supplies are running out
andthe health system isnear collapse.

Israel, which controls access to Gaza
and imposes a strictinspections regime,
is under mounting global pressure to
allow more supplies through, but UN
officials and western diplomats say the

Middle East. Humanitarian crisis

Israel ‘chokes off” Gaza supplies as famine looms

Truck stop:
Israeli forces at

the Kerem
hal

to Palestinian trucks. “Itis alongand
complicated process which delays the
delivery of aid,” said Nebal Farsakh of
5 - :

flow is still far

Before the war began in October, 500
trucks crossed into Gaza daily, but since
then the average isjustover 100, the UN
said. Israeli authorities have this month
allowed in small loads of fuel to enable
water supplies. Daily truck traffic has
occasionally topped 200 but queueskil-
ometres longstill form outside Gaza.

Shortages of food, clean water and
‘medical supplies are contributing to a
brutal winter. In Rafah, the southern
city crowded with 1.5mn displaced peo-
ple and facing Isracli attack, Tbrahim
Bakr, who lives in a tent, said his seven
children cry at night from hunger.

“The UN gives us something different
each time,” Bakr said. “Last week it was
six cans of beans. Today it is just two
cans of chickpeas. It is not enough for
one person, letalone a family”

Most aid trucks enter through the
Kerem Shalom crossing with Isracl, but
others that use the Rafah crossing with
Egypt have to divert into Israel, unload
for inspection, then return to Egypt.

At the border, goods are reloaded on

guard aid

supplics bound
for the Gaza
Strip last week
et/ e

of Cogat said last month, calling for bet-
ter logistics. “There is no starvation in
Gaza. Period”he added.

‘Yet once aid has crossed the border,
the cha]l:)lgcs are Jusr. begmmng. UN

Under US pressure, Isracl opened the
crossingin D to

increase aid deliveries, but rightwing
protesters have in recent weeks sought
to block them, arguing aid should be
withheld from Gaza until Hamas
releaseshostagesstill held.

Isracl says its i

age capacity to
deliver aid fn Gaza has beca imited,
‘There are not enough trucks to distrib-
uteaid, while convoys have been shelled
even after routes were co-ordinated

‘with Isracli forces, said aid officials, and

are

intended to deny
but humanitarian officials say its long
list of banned items and inspection

The the C
Humanitarian Affairs said in January
that Isracl had facilitated 10 of 61

regim inspectors
reject one item, say md officials, the
entire process must start again.

The World Food Programme said
rejected items deemed to be “dual use”
— with potential military applications —
had included generators, crutches, field
hospital kits, water tanks, wooden

Gaza; 34
were denied access. More convoys
reached central and southern Gaza.
Some were cleared to travel but the
Toutes were impassable, it said.

Hamas fighters and looters target
loads along roads often littered with
debris and unexploded ordnance, while
relief workers try to co-ordinate deliv-
eries amid communications blackouts.
Isracli curbs on satellite equipment.

boxes of toys and oxygen tanks.
Cogat, the Israeli military body

responsible for humanitarian affairs in

Gaza, ier.

“Even if the amount of aid doubled
they wouldn't be able to receive, store,
and distribute itall” Colonel Elad Goren

d the problem. *You cannot
senda driver to thefield in the middle of
a2 war where trucks take hits without
comms;”an official said.

“We give the
children all
the food we
get,and [
eatjust
enough to
have the
strength to
stand up’

Atashelter in Rafah, Om Alaa said
shedidnot produce enough milkto feed
her infant because she did not have
cnough to cat. “We give the children all

month to the PA, which exercises lim-
ited self-governance in the occupied
West Bank.

But since the war with Hamas erupted
in October, Israel has sharply increased
the amounts it deducts from those
transfers, crippling the PA's finances
and prompting warnings from diplo-
‘matsthat it is undermining the stability
of the West Bank.

“Isracl has distorted this arrangement
into yet another tool of occupation of
equal importance and value to them as
the Isral Defense Forces,” Shoukry
Bishara, the finance minister, said inan
interview. “I donot want to be aprophet
of doom — but unless there is a major
breakthrough, then we will have to stop
and reconsider everything . . . 1 would
say the time horizon is the next two to
three weeks.

Shoukry said that in November and
December Israel had deducted
Sh600mn ($164mn) a month of the
Sh750mn in revenues to be transferred,
after hardliners in Benjamin Netan-
yahu's far right government demanded
Israel stop transferring the portion of
the money that would have paid salaries
and pensionsto PA officials in Gaza.

The total deductions in 2023, he
added, amounted to 25 per cent of the
PA's revenues. “I do not know of a single
entity that is a non-petrodollar entity
that can survive with this sort and mag-
nitude of abusive deductions,” he said.
“We are talking about approximately
§1.5bn of cash siphoned away from the
Palestinian economy [in total in2023] 7

Western and Arab officials have also
criticised the Isracli deductions, which
comes as countries including the US
have been looking for ways to bolster
the PA so that it can play a role in the
postwar governance of Gaza as well as
ﬂmWestBank_

the food we get, and I eat just enough to

the
PA as crucial to- mmmnmg unrestin

havethestrengthtostandup,”shesaid. | West Bank. Last year was the deaﬂh:n
The broader picture across Gaza is | in the territory since the UN began col-
one of Israels in2005. Tt
ple, say Pal- ded by a spike in e
e oy | € e e ey e
Antony Blinken, US secretary of state,

cent of the population is displaced,
‘many of their homes are destroyed.
There is little evidence of change in
the two weeks since the International
Court of Justice ordered Israel to take
“immediate and effective measures to

said last year that the PA was “doing
everything it can to keep security and
stability in the West Bank”, but that its
Iack of resourceswas “another aspect of
the problem”.

In diplomats have been

enablethe needed

assist-
ance ... . inthe Gaza Strip”.
Isracl saw requests for increased aid
mainly through the prism of possible
versionto Hama: i i

ing to find a way to break the
deadlock, such as by transferring the
‘money to Norway, but the negotiations
havesafm'fm]erlu)henrir\m

continued to

“We've seen marginal changes. We've
seen goods that were refused now
allowed in, but compared to the list of
goods that are not allowed in, there’s not
alotof progress”

Heba Saleh in Cairo, Neri Zilber in Tel Aviv,
James Shotter in Jerusalem, Mai Khaled in

hand. in Lond

withhold the funds, the PA would be
forced to reduce the salaries it pays to
roughly 144,000 people. In December, it
paid just 60 per cent of salaries. The
International Labour Organization esti-
‘mated in December that the West Bank
suﬂued economic losses of $500mn a
mor November.

South America

Guyana accuses Venezuela of troop build-up along border

JOE DANIELS — BOGOTA

Guyana has accused Venezuela of vio-
lating international law in a dispute
oil-rich territory by expanding its
ary presence on their border
dcsplt:plm‘lgu\g not touse force.

“This is not the first time

deployment of light tanks and armed

patrol boats at Anacoco Island on the
border of the Essequibo region, where
Venezuela is expanding a military base
tohouse up to 300 troops. The country’s
armed forces have also posted videos of
‘military exercises on Anacoco.

The i

adopted a military posture that appears
to be threatening,” said Hugh Todd, the
Guyanese foreign minister.

Venczuela upits mili-

ourt of Justice, the

Caracas haslong disputed an interna-
tional arbitration tribunal decision in
1899 to award Essequibo, an area
roughlythe size of England and home to
125,000 people, to the then colonial
British Guiana. It has escalated its
claims since ExxonMobil of the US
made large oil discoveries off the
i in2015.

UN’s top court, i i
and in November told V lanot to

take action that would alter the status

tary presence on the border of the Esse-
quibo region, which makes up about
two-thirds of Guyana's territory but has
long been claimed by Caracas.

The move followed a December refer-
endum in Venezuela in which voters
backed makingthe region a Venezuelan
state, a development regarded by Guy-
anaasaprelude toannexation.

Irfaan Ali, Guyana’s president, and
Nicolas Maduro, his Venezuelan coun-
terpart, subsequently signed a declara-
tion agreeing not to use force to settle
the dispute. But satellite images pub-
lished last week by the Center for Strate-
gic and International Studies, a Wash-
ington think-tank, appeared to show a

“3We are following the rule of interna-
tional law, Venezuela is violating it,”
Todd said, adding that Maduro was try-
ing to compel Guyana to settle the dis-

“We are following the rule
of international law,
Venezuela is violating it’
Hugh Todd, foreign minister

pu g 1q.
He accused Maduro of “double stand-
ards” and of sccking to impress voters
ahead of elections, expected later this
year, at a time when Venezucla remains
‘mired in a humanitarian and economic
crises. “[Venezuela has] argued it is
committed to the region remaining a
zone of peace and that it will not use
force against Guyana. However, we've
seentimeandtime again that backhome
the military posture docs not conform.
i iplomati ”hesaid.

The finds in the offshore Stabrock
block are transforming Guyana’s econ-
omy. Gross domestic product expanded
by 63 per cent in 2022 and 38 per cent
Iast year, according to the IMF. It is
expected to grow 20 per cent a year on
averagefrom2024-28.

Venezuela's foreign ministry said
Guyana and ExxonMobil, which plans
to drill in waters off the disputed area,

Todd said Venezuela's stance would
not affect Guyana's energy sector, add-
ing: “We have assured the multinational
companies operating in Guyana that
we're on the right side of international
law,and we're workingonexploitingour
true economic potential.

ExxonMobil has pledged to continuc
its expansion in Guyana. Alistair
Routledge, president of the company’s
operations in the country, said last
wecks “We're getting on with dev:]np—

Debt crisis

Ghana sacks finance minister
who secured $3bn IMF bailout

AANU ADEOYE — LAGOS

Ghana has removed its finance minis-
ter who ledIMF bailout talks and wasin
negotiations to restructure the coun-
try’s debts with commercial creditors.

Ken Ofori-Atta, who had been in office
since 2017, was replaced yesterday as
partof acabinct reshuffle that analysts

linked to electi heend ‘Lhnycar

cl:al'ly Guya[ms territory. Wlme
there’s controversy over the borders,
that's for the governments to resolve.”

However, Lloyd’s Market Association,
which represents global insurers, last
December placed Guyanese waters on
the samerisklevel as the Red Sea, whcre
Houthi

The IMF last month disbursed the
second tranche of $600mn to Ghana,
praising progress on debtre:

However, Ofori-Atta had been
accused of inept handling of the econ-
omy. Analysts said his removal was an
attempt by President Nana Akufo-Addo
to draw a line under the debacle amid
concerns the economic turmeil would
damage his party’s chances in the gen-

delecti

Th: formeri m-

onymous in Ghana with the $5bn deal
struck with the IMF in December 2022
and the country’s decision the same
monthtodefaulton its foreign debt.
Ofori-Atta has been leading cff

December.

Bright Simons, vice-president of
think-tank Imani, said Ofori-Atta had
been “aloof” about his party’s election
chances and was "more concerned

clean up Ghana’s finances, negotiating a
i he

repu-
tation after the worst economic crisis in

Ifconflict were to break out, Guyana's
armed forces, with 4,070 active person-
nel and reserves, would face Venczuclas

351,000

agreement reached last month with

bilateral creditors, including the Paris

Club of lenders and China, to restruc-
1debt,

Ofori-Atta has been replaced by
Mohammed Amin Adam, the second-
in-command at the finance ministry.

“Itis widely

were in breach of it

ana was “not building any capacity to ‘The final plank of the debt restructur-
fight Venezuela” and its defence strat- | ing was a reworking of $13bn in
lawand  egy conti d pe: that Ofori-
i tionwith theUS and UK. March.

he will be less insulated from ruling
party pressure and will thus be less
Tikely to hold the linc in sustaining the
IMF fiscal consolidati 5
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The Winter 2023 Nikkei SDGs Forum Symposium was held in Tokyo on

December 5 and 6. Presenters and panellists offered a range of
perspectives on the actions required right now to achieve the UN's

Sustainable Development Goals (SDGs) by the target year of 2030.

Risetothe

§ Megumi Matsumoto,

Representative Director,
A Star Compass; Director,
FL| Matsumoto Kosan

Japan leads the world in SDG awareness, but trails Europe
in SDG action. How can Japan's leadership foster the
S-curve of transformative change the country now needs?
Breaking down barriers to participation can help. By
prioritising employee wellbeing and adopting a contem-
porary tone on social media, Matsumoto Kosan has culti-
vated a workforce that is 50% female and significantly
younger than the industry average. Biotech company bac-

Turning ad

Natsuki Suganuma,
CED, bacterico

into action

<Moderator>
Norichika Kanie,
Professor. Graduate
School of Media and
Governance, Keio
University

terico offers a flexible work environment to women with
scientific and medical expertise who had to change jobs or
leave the workforce due to life stage changes.

Both panellists agreed that the SDGs were a powerful
common, even global, language. However, SMEs struggle
to sustain SDG efforts as they are seldom a profit centre.
Integrative governmental policies and support could im-
prove this situation.

SUSTAINABLE
DEVELOPMENT

GALS 5

Ibei
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SDGs, lifestyle, and

Bears

Wellbeing is an often-overlooked factor in SDG cfforts.
As pancllist Yuki Takahashi noted, people are reluctant to
commit to the cause if their own needs are going unimet
Takahashi founded housckeeping service Bears to real-
ize a wellbeing society in which both workers and clients
arc happy by providing a new infrastructure for life in
Japan, proposing new ways of living, and creating new
employment. Shinoda's company, CoCooking, connects

9
Yuki Takahashi, Saori Shinoda, <Moderatar>
Executive Vice €00, CoCooking Mariko Ushikubo,
President, CVO, and CLO, Prasident and CEQ,

Meridian Promotion

restaurants and consumers to tackle food waste as a struc-
tural issue rather than a moral failing. This aligns with the
growing tendency toward interpreting consumer choices
as “votes” that should take perceived social contribution
into account.

For both pancllists, the goal is to create a culture where.
people think differently and recognise wellbeing not only as
a good in itself but as a necessity for achieving the SDGs,

Serving society through urban
design

Takashi Ueda,
President and CEO, Mitsui
udosan

Resolving social issues through urban devel-
opment is Mitsui Fudosan’s goal as a “plat-
former” or “industry developer.” Its Nihon-
bashi redevelopment project is one example.
Nihonbashi has been a pharmaceutical hub
for centuries, and today is home to countless
life sciences companies. However, local sub-
divisions have hindered communications
between ficlds. Mitsui Fudosan worked with
academia and industry to launch the Life Sci-
ences Innovation Network Japan (LINK-]).
‘The company also runs programs to support
and unite people in the field and offers lab-
oratory and office space for rent, By provid-
ing community, space, and funding, Mitsui
Fudosan is fostering a local life sciences
ecosystem.

P R

Building a renewable energy
business to reduce carbon emissions
# - Hiroshi Sate,
= Deputy President, Director
and Executive Officer,
Tokyo Century

Renewable energy is a growing business for
Tokyo Century. The company's solar power
assets already have an installed capacity of
over 750 megawatts, and if capacity from
projects currently under construction is
included, that figure reaches around 1 giga-
watt, Tokyo Century has plans to expand this
‘business in many directions, from large-scale
battery technology that will help bl

1 VATE

The future of forestry and green
innovation

Kazuhiko Kamala,

ctor of the Board and
‘Senior Executive Officer, Oji
Holdings

Healthy forests are essential to Oji Holdings
as a global paper and pulp producer. The com-
pany views forests from three perspectives:
sustainability, profitability, and green innova-
tion. On the sustainability front, Oji Holdings
suppotts conservation and education in local
communities across Japan and around the
world, including projects to protect specific
d species. Its approach to profitabili-

to play a larger role in the grid to specialist
asset management offerings for partners with
their own facilities. Not only will this help
Tolyo Century achieve its goal of reducing
its own effective carbon emissions to zero by
2040, it will also aid the global transition
toward renewable encrgy.

ty secks to maximise the multifaceted value of
forests as both resources and sites of biodiver-
sity and cultural activity. Finally, Oji Holdings'
green innovation efforts are exploring new
uses for sustainable forest-derived materials
such as hemicellulose, which has medical
applications in everything from anticoagulants
t0 animal anti-inflammatories.

S ECTOR

Achieving true sustainability
through growth investment

Takashi Kurobe,

Division, Toppan Holdings

Toppan secks to create the innovation needed
to achieve the SDGs by actively pursuing
growth investment in the spirit of venture
capital. Between 2023 and 2025, Toppan will
invest more than ¥400 billion in growth
investments centred around digital transfor-
mation, bl ion, and

Hopes for the future: Celebrating
the joys of life

Junko Ishizaki,
Head of Human Resources.
it

Daiwa House founder Nobuo Ishibashi
spoke of the importance of dreams as hopes
for the future. Today, Daiwa House has an
ambitious plan to realise a future where all
can celcbrate the joys of life by the company's
centenary year of 2055. This means both

iblishing a culture of wellbeing within and

promising new business areas such as health-
care, sensor technology, carbon neutrality, and
the metaverse. As a result, funds equivalent to
52% of operating profits, rather than the cur-
rent 19%, will be invested in growth areas.
These efforts, pursued alongside intensive
development and nurturing of the company’s
human capital, will allow Toppan to build a
business portfolio supporting true sustain-
ability.

finding like-minded partners to maximise
sacial and business value. One example is the
Livness Town Project, in which Daiwa
House revitalises the “neopolises” built in the
post-war decades in consultation with resi-
dents and other stakeholders. Through these
and other initiatives, Daiwa House is work-
ing to make its hopes for the future reality.

Enriching the world with the power of
“Sho-Sho-Sei”

Yasunori Ogawa,
Global President, Epsar; EO,
Seiko Epson Corporation

Since its founding on the shores of Lake Suwa in 1942,
Epson has created new value and changed everyday life with
the power of “Sho-Sho-Sei"—efficient, compact, and precise
technology. This ideal also drives the company’s sustainability
efforts, which combine business innovation with social
problem-solving. Epsons original inkjet technology reduces
the environmental footprint of printing, while co-creation
projects with a wide varicty of partners bring the benefits of
inkjet to a diverse range of applications. At the same time,
other partnerships are exploring the potential of fibrous
materials that could replace plastic and sensors that can detect
issues with dams to prevent ooding. Meanwhile, as part of its
forts to achicve decarbonisation, Epson it 100%
renewable electricity across its global operations in 2023.

The role of asset in culti

Nature-positive initiatives built on the
power to connect
Nanae Saishoji,

of
Managing Executive Officer and CFO,
KDDI Corporation

KDDIs nature-positive initiatives support its mission of
connecting people’s lives, hearts, and minds. The compa-
ny's approach s balanced between addressing risks and
seizing opportunities. On the risk side, for example,
KDDI takes care when laying undersea cable to route
around coral recfs and avoid construction during sca
turtle spawning season. Turning to opportunities, the
company pursugs a varicty of joint initiatives in arcas such
as ToT-based smart farming, where sensors visualisc the
condition of crops, preserving the surrounding ecosystem.
KDDY's power to connect and collaborate with partners is
‘where it makes its greatest contribution to nature-positive
change.

human capital

A compreh nature-positive green
strategy
Hiroyasu Koike, Takayuki Furuya,
Representative Director, President, and ‘Senior Managing Executive Officer,
CEO, Nomura Asset Management

Employee wellbeing is linked to corporate success. This
makes effective human capital management essential, as
evinced by new disclosure requirements focusing on em-
ployee wellbeing. But “decent work,” as SDG No. 8 puts
it, is only part of the equation. Surveys have found that a
solid majority of working peaple are uneasy about their
financial Fature, undermi ol and

Member of the Board, CFO,
Chief Sustainable Development Officer
(CSDO). Marubeni Corporation

Marubeni aims to be a forerunner in green business. To
this end, it deploys its expertise and global partner net-
work to strengthen its green businesses and promote
“greening” across all of its business domains. Notable
recent projects include an offshore wind farm project in
Akita Prefecture with an installed capacity of 140 MW
and a initiative in the Philippines built on

engagement. In response, Nomura Assct Management is
working with a range of partners to raise awareness and
understanding of investment options that can provide
financial security and peace of mind for working people,
ensuring that the investment chain supporting a prosper-
ous society contin- ues to function

collaboration between industry, academia, and govern-
ment to restore biodiversity, sequester carbon, and create
local employment. Nature-positive initiatives like this can
leverage Marubeni's strengths as a Global crossvalue

i inability into
to boost business and social impact
Atsushi Katsuki,

Presidentand CEO,
Asahi Group Holdings

for urban housing

ro Wakatal
Senior Managing Director and CFO,
Open House Group

b

T &

Asahi’s approach to is based on
positive impacts and minimising any negatives. This
requires quantification of those impacts and their origins.
As an example, Asahi Group company Asahi Biocycle has
developed a new agricultural material from beer yeast cell
walls, which were formerly discarded after brewing. The
material helps farmers grow crops in adverse conditions,
reducing water usage and greenhouse gas emissions. It
can even help with turf management on baseball fields
and golf course. By quantifying and visualising the posi-
tive impacts of this and many other sustainability initia-

house construction is the Open House
Group's primary business, and the Group's comprehensive
solutions in this field—from purchasing land to design-
ing, building, selling, and managing houses—support its
mission of “leaving a Japan for the next generation where
working people can afford houses in urban arcas.” A sus-
tainable society is essential for Open House's own devel-
opment, and Open House contributes to sustainability in
areas such as regional revitalization, renewable encrgy, and
diversity. As the Tokyo metropolitan population continues
to rise, Open House helps to address many social issues

tives, Asahi can more securely integr: into
its management and operations.

Ei ing amore ble world

via solutions, from wooden construction for
Lower environmental impact to carthquake- and fire-resis-
tant renovations that increase resiliency.

ity with b growth

Masakazu Sakakida,
Chairman of the Board, President, and
CEO, Chiyoda Corporation

A
Since its founding, Chiyoda Corporation has used engi-
neering to meet society’s needs in energy and other areas.
Now, with an eye to 2030, it has begun an ambitious proj-
ect to transform its business portfolio and create new
engineering value in four business domains: low carbon
and carbon recycling technology; hydrogen and ammonia,
energy management, and life sciences. Concrete contribu-
tions alrcady made by the company in these arcas include
projects like a “cleaner LNG” plant in Qatar and a battery
storage system in Toyotomi, Hokkaido. By combining
engineering expertise with DX in all four domains, Chiy-

platform to help regreen the world while " -
able prosperity for all

oda will continue g to global

progress toward the SDGs.

Akira Oyama,
President and CEO, Ricoh

Ricoh regards sustainability and business growth as two fin-
damentally aligned rather than disparate goals. ESG initia-
tives are positioned as investments in future growth. The com-
pany’s focus on resolving social issues through business has
allowed it to develop innovative solutions such as IT services
that help small and medium enterprises embrace digital
transformation and thrive even as Japans labour pool shrinks,
and the new A3 Colour MFP Serics, designed to deliver high
1 wver its usage life d made
of 50% recycled materials, Ricoh continues to find new ways
to support customers through its Mission and Vision “Fulfil-
ment through Work" in this cra of rapidly changing working
environments and employee attitudes across the world.
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EU climbdown Internal tensions and sector backlash undermine ambition to grab slice of clearing business from London ® pace 10

Companies & Markets

Uber rewards
investors with
plan for $7bn
share buyback

o Capital returns follow first profits
@ Tech group unveils growth strategy

CAMILLA HODGSON — SAN FRANCISCO
AND TIM BRADSHAW — LONDO
Uber unveiled an inaugural .mm share
buyback programme yesterday, days
after reporting its first full year of oper-
ating profit, making it the latest
Silicon Valley company to step up its
returns to sharchol

The move by the San Francisco-based
group comes after Faccbook parent
Metaannounced its debut dividend ear-
lier this month, mggenngalec\)rd leap

profitability over the past two years as

interest ratesrose and it became harder
to raise capital. Many cut thousands of
jobsin orderto streamline.

Aswellas returning a portion of those
‘newfound profits to investors, buybacks.
allowtech companiesto counterbalance:
the issue of new shares to employees as
stock awards vest. Equity incentives
remaina vital component of staff remu-
neration and talent retention in Silicon
Va]ley

im its stock asitrelatesto
Airbnb expam‘led e buyback pro- ﬂl:psneufmlrb\ly\mck,bcgummgwlﬂl
gramme by $6bn on Tucsday. actions that partially offsct stock-based.
Uber revealed its plans to repurchase ~ compensation, and working towards a
up to $7bn shares as part of acloscly consistent reduction in share count,”
_ sauidMahendraRajah.
: Uber last week hailed 2023 as an
[The buyback‘ls] avote inflection point”in s history and 5.
of confidence in the nalled that it could return capital to
" sharcholders. It had come under pres-
CEMPEESEOE sure from investors about whether it
financial momentum could deliver sustainable profits after
—————— racking up more than $30bn in losses
watched investor update that also out-  since twas founded in 2009.
its growth o years, Uber said it
strategy and financial goals over the  expected gross bookings growth —

next three years.

Uber’s shares were upover 11 per cent
at noon in New York yesterday. The
stock has more than doubled over the

which accelerated to 22 per cent in the
final quarter of 2023 — to be in the mid
to high teens, while growth in adjusted
earnings before interest, tax, deprecia-

Buoyant Car carrier Wallenius Wilhelmsen in
record profits amid China EV export surge

ROBERT WRIGHT — LONDON

Bezos sells

$4bn worth of
Amazon stock
in one week

CAMILLA HODGSON — SAN FRANCISCO

Amazon'sbillionaire founder Jeff Bezos
has sold another $2bn worth of the
company’s stock, bringing the total
value of shares he has offloaded in the
past weel to $4bn, according to regula-
tory filings.

An Amazon filing showed that Bezos,
who stepped down as the Seattle-based
company’s chief executive in 2021 but
remains executive chair, sold 12mn
shares for about $2bn between Eriday
and Monday.

That follows carlier sales of about
12mn shares, also totalling about $2bn,
Tastweek, filings show.

Amazon said in February that Bezos
— who is among the world'srichest peo-
ple with a net worth of $190bn, accord-
ing to Forbes — planned to sell up to
50mn Amazon shares via broker Mor-
ganStanley by the end of January 2025.

Bezos remains Amazon’s largest
shareholder, with astake of about 9 per
cent even after the recent sales, data
from S&P Capital IQindicates.

Sharesin Amazon, which werelargely
unchanged yesterday afternoon, have
soared more than 50 per cent over the
past 12 months. The rally has sent Ama-
zom’s share price close to its all-time
high, and pushed the company’s market
capitalisation to $1.75tn.

Amazon declined tocomment.

Bezos, who founded Amazon in 1994,

back from running the
cumpally to pursue other ventures,
including Origin.

2025 WW oper-

Wallenius Wilhelmsen, the biggest
operator of car-carrying ships, has
reported record annual profits as
growing exports of Chinese electric
vehicleshelped drive demand.

The Norwegian company is the big-

past year, pust ‘mar-

The buyback represented a “vote of
confidence in the company’s strong
financial momentum”, said Prm‘lﬁmﬂl

the “high 30sto 40 per cent”,

“A majority of our top markets are
profitable, and have increased profita-
bilty in thelast two years,” said Uber.

Mahendra-Rajah, Uber

The use of ial intelli-

The capital return announcement
coincided witha wave of planned strikes
by delivery workers in North America
and the UK yesterday, as couriers for
services including Uber, Just Eat Takea-
way, Deliveroo and DoorDash push for
higher pay and more transparency.

Tech companies such as Uber, which

gence would help boost margins, by
making some areas such as customer
support more efficient, Uber said.

1 like rival Lyt

gest in a corner of the
s)..ppmg industry with different

dynamics from contaerlines, which
‘have excess capacity.

After scrapping vessels during the
pandemic, car-carrier operators are
expected to receive few new ships
until next year.

With Scandinavian rival Hocgh

costs, drive efficiencies and bolster mar-

dJapanese groups NYK
Line, MOL and K Line, WW domi-

The Torrens, a WW vessel, at Bremerhaven. Net profit for the ian b
last year as limbed 2 per
centt0$5.15bn.

Lasse Kristoffersen, chief execu-
‘tive, said the results for its core slu[}
ping services segment were “very
‘much” driven by China.

“That’s Chinese exports increasing
generally, of which electric vehicles
are the strongest growing element,”
hesaid.

Faced with slowing domestic
demand, Chinese carmakers have set
their sights on expanding in Europe
and the US. Chinas car exports n the
final quarter of last year were up
177 per cent on the same period in
2022, a jump WW said was driven by
sales of battery-electric vehicles.
Overall demand to move vc}uc]:sby

gins. It has pushed into
beyond its core ride-sharing and restau-
rant delivery segments, including gro-

ing to grab market share during the
20105, have been forced to refocus on

which has
g,
See Markets and Lex

nates an industr ts car
built in Japan, South Korea and China
to markets in Europe and North
America.

WW said yesterday that its net prof-
itsrose 22 percentto a record $967mn

sca was up11.8 per
Rising exports from China come as

ates 125 vessels, of a worldwide car-
carrier flect of 767 ships.

Oslo-based WW predicted that its
results for 2024 would be “somewhat
stronger” than those for 2023, despite
‘what it described as “uncertainties”
over the Red Sea trading route after
attacks on ships by Yemen's Houthis.

Since December, WW has been
diverting ships that would normally
sail via the Suez Canal via the Cape.
The diversion adds anm aweek to
Asia to Europe journey time

‘While WW reported e profits
for last year, its carnings before

“Blue Origin needs to be much faster.
And it’s one of the reasons that I left my
role as the CEO of Amazon a couple of
years ago.” he told researcher and pod-
cast host Lex Fridmaniin December.

Blue Origin has trailed behind Elon
Musk’s SpaceX. In 2022, a Blue Origin
rocket not carrying passengers failed
shortly after its launch, after which the
company suspended launches.

Last year, Blue Origin announced that
Amazon’s outgoing head of devices,
Dave Limp, would take over as chief
executive, and the company completed
asuccessfulspace missionin December.

interest, tax, and

Bc'ms;
and runs the Bezos

segment for the fourth quarter were
down 8 per cent from a year earlier to
$392mn, while revenues slipped 9 per

e philanthropic group, has
also recently drawn attention for
reportedly relocating from Seattle to

cay

car-carrier operators face a lack of  centto$961mn. Miami, and for a lifestyle of yachts and
fter scrapping a signifi Th y blamed port . ivatej i
tetea o et during the pan-  tion,the C d the end he maintained whilc over-
ofoneshi i i

demic. There are
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European forests, which provide wood for making paper,
paper packaging and many other products, have been
growing by 1,500 football pitches every day!
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activities,

Start-ups fear Brussels is denying access to Big Tech's deep pockets

INSIDE BUSINESS

russels has stepped up its

fight against any anti-com-

petitive behaviour by Big

Tech giants but the response

from some in the European

start-up community might not be what
TS i

‘will shut down or be bought if they have
any remaining valuable assets.”

European start-ups have traditionally
Tooked at Big Tech's deep pockets asa
way to maximise their growth plans.

Examples include Microsoft'sacquisi-
tion of Luxembourg-based video chat
app Skype for $8.5bn in 2011 and
Apple’s purchase of UK-based music
recognition app Shazam for $400mn in
2018.

still regulators have been seen to
increase their scrutiny on seemingly
small tech deals because of concerns
that they have waved through acquisi-
tions in the past that perhaps they
should not have, such as Facebook’s
takeover of Instagram and WhatsApp

Last month, Amazon abandoned its
ambitions to buy Roomba maker iRobot
for$1.45bn after it was facing a veto on
the deal in Europe and a likely similar
fateinthe US.

‘Amazon executives were quick to
point out that their ditching of the deal
‘would be bad for consumers and inno-
vation. David Zapolsky, Amazon’s sen-
ior vice-president, warned: “This out-
come will deny consumers faster inno-
‘vation and more competitive prices”

But there was also criticism from the
start-up community. Some entrepre-
neurs are concerned that if Amazon
cannot buy a maker of vacuum clean-
ers, llsmrlsas\gu.lﬂlstltvn].lbe diffi-
cult for Big’

work DoubleClick — deals that
e mar-
ket power of some

companies more SOINE €NLIEPrenecurs are
fan, concerned that . . . it
director-general of - S€NS a signal that it will
the EUs competi- he difficult for Big Tech

Olivier Guersent

tion unit, said the

concerns in Brus- t0 buy anything at all

sels about iRobot

rested on worries that Amazon would
favour Roomba sales on its platform
over competing products. “We think we
had a very good case for this,” Guersent
said ata trade conference in Brussels. “A
lot of mdenm And we acuully think

d

and that mlght bc a blaw for their exit

dto d.m
e case et than take a negative
decision or 5

Stefan Moritz, sccretary-general of
lobbying group European Entrepre-
neurs, which represents 2.4mn compa-
niesemploying more than 20mn people
across all EUmember states, is worried.

“It’s a bad sign if the EU intervenes so
heavily,” he said, referring to the iRobot
deal. “In the long run nobody will want

= "

Amazon’s deal is not the only one to
have taken a hit. Last year, the EU
blocked US online travel site Booking
Holding’s €1.63bn acquisition of Etraveli
Group on competition concerns. And
Tast month Adobe abandoned its pro-
posed $20bn acquisition of software
company Figma asthe deal faced a veto.

g

tition commissioner, insists the market
should not jump to the conclusion the
EU will start vetoing a flurry of tech
deals. “Every caseis specific,” she saida
recent press conference. Vestager
pointed to Googles $2.1bn acquisition of
fitness tracker Fitbit as a deal that was
cleared but with commitments made by
the search giant to allow other wearable
devicesto access Coogle's ecosystem.

“So I think youw'll see all those three
situations: some [deals] where we don’t
have concerns, some where we have
deep concerns that may lead toa prohi-
bition and some where things can actu-
allybe remedied.”

But some believe the signals sent by
Brussels will inevitably mean fewer
‘mergers and acquisitions. “European
start-ups being bought by Big Tech com-
panies just became a less viable path,”
said a seasoned adviser to Big Tech
groups in Brussels.

Andreas Schwab, the parliamentarian
who steered the debate on the bloc’s
flagship tech rules, also sees the risks to
innovation when it comes to big players
but thinks there is a silver lining for
European entrepreneurs. He said: “Its
good for the economy that start-ups
should not rely on afewBig Tech players
but that we push innovative companies
with new products to penetrate the
‘market by themselves, thereby diversi-
fyinginstitutional channels”

But if not Big Tech, then who should
invest in the technology leaders of the
future, critics of the actions by Brussels
wonder. One option discussed by regu-
Iators is to look at how to encourage
investment groups to increase funding
of the bloc’s start-ups. Given the domi-
nance of venture capital by US groups,
thismight increase investmentsof these
mostly large American institutions —
possibly not what the EUwants.

Javier.espinoza@if.com
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Automobiles

VW in talks over fate of Xinjiang site

Meetings with Chinese JV
partner SAIC after forced
labour claims in media

PATRICIA NILSSON — FRANKEURT

Volkswagen hasresponded tofresh alle-
gations of having benefited from forced
labour in Xinji

In December, VW said a long-awaited
audit into its factory in Xinjiang had
cleared it from allegations of forced
Iabour, despite the majority of staff at.
Loning, the Berlin-based firm that
headed the audit, publicly distancing
themselves from the results. The audit
helped the carmaker to lose its “red
flag” environmental, social and govern-

repr:ssmthc Uyghur pnpuhuun and
other ethni n the

which noted that some workers had

increasing pressure to cease operating.

table.
Company insiders have previously
said that cuttingties wlththeregunwl]l

sent to police in order to “strengthen
ideological consciousness”.
VW told Handelsblatt that it had not

2029 because of the risk of ity
W

cvidence of rights abuses
e

Last week, German chemicals maker
BASF announced that it would sell
stakes in its two Xinjiang joint ventures
following reports that employees at its

Citing astudy bya e
jiang issues, Adrian Zen:

VW last year announced €5bn worth

with its Chinese joint venture partner
over “the future direction of business”
in the region.

The statement came after newspaper
Handelsblatt published claims that
VW's joint venture with Beijing-owned
SAIC used forced labour when building
atesttrackinthe regionin 2019.

ce

Yesterday VW said that “various sce-
narios [were] currently being inten-
sively examined” with its joint venture
partner SAIC, with which it conducts
about halfits businessin China.

The company declined to say whether
a withdrawal from the region, where
Beijing has been accused of severely

JV partner had in state-
sanctioned home visits to the local pop-
ulation with the aim of identifying and
exposing individuals deemed not loyal

Retail

Asda tycoons
turned toEG
for repayment
of aircraft debt

KAYE WIGGINS — HONG KONG.

The British co-owners of supermarket
Asda borrowed millions more from
their petrol station company EG Group
torepay debt they took on to buy two
privatejets.

EG lent Mohsin and Zuber Issa’s per-
sonal private jet companies $7mn in
2022, corporate filings show, on top of
the €39mn in unsecurcd laans it gave

terday repor f the h under pressure o haltits  tothe Chinese government.
track being built had shown Uyghur _fall id growi BASF’ that of
workers in military uniforms. petition from China EV start-ups. The VW because it has no business outside
“This was a sign that the people had  Wolfsburg-based group was one of the  Xinjiang with its joint venture partner
been part of forced first wester? ics to cnter China  inthe region, but also becausets chemi-
italleged. and makes about halfof ts profitsinthe cals are more vital to the functi

It referred to a report by the state-
owned company that built the track,

country.
German companies have been facing

the Chinese economy than the cars that
VW makes.

Merchants in platform’s
heartland say doing business

on other sites is new norm

RYAN MCMORROW AND NIAN LIU — SHAJI
In Shaji in eastern China, factories on Ali
Road and Jack Ma Boulevard churn out
cabinets and coffee tables. The strects
were named in honour of Alibaba
founder Jack Ma after his l:nmpally
helped to transform the farming to
into a community of online merchanls
over the past two decades.
But now the factory owners say Ma's
p]alf\)mls do not guarantee sales. They
toput their waresonrival
Dnlme stores, including Pinduoduo,
JD.com and ByteDance’s Douyin, to stay
afloat.
“The market forced me toturn to Pin-
duoduo, otherwise we would have been
eliminated,” said ZuoJian, whoruns five
factories in Shaji. “Merchants are leav-
ing Alibaba and so are customers.”
More than half a dozen merchants
said Chinese shoppers’ behaviour had
changed, with buying across platforms
the new norm, forcing them to follow
suitand open online storeselsewhere.
The diversification of online sales
underlines Alibaba,

Technology. China ecommerce

Alibaba loses out to rivals on Jack Ma Boulevard

Supply chains:
ancmployee

tive, took direct control of Taobao and
Tmall in December. Last week, he told
group was fm:used on

which is attempting an ambitious
rr.slructunngwhl]cn]snh’rmgmmsm—
rectits main ecommerce

Factories selling on mulnpk plat-
forms are a far cry from Shaji’s early
years, when Alibaba’s sites were the only
option for merchants. Shaji, with
Dongfeng village at its centre, became
famous as China’s model “Taobao vil-
lage”, a term Alibaba popularised to
refer toanew blueprint for rural devel-
opment.

There are 7,780 Taobao villages,
according to the company. Many, such
as Shaji, started with a few merchants
and grew astheir success spurred neigh-
bours and relatives to join in, gradually
turning fields into factories.

Online sellers are the lifeblood of any
ecommeree platform. For Alibaba, mer-
chants bidding to get their goods dis-
played prominently on its Taobao and
Tmall sites, and the commissions that
sellers pay on each sale, drive the vast
‘majority of the company’s profit.

But Alibaba’s accounts show that last
year these revenues were 4 per cent
below their 2021 peak. Analysts at
research group Bernstein estimate that.
the group’s share of China’s ecommerce
pie has shrunk from 68 per centin 2019
1042 percent in2023.

“Initiatives they’ve carried out so far
have yet to halt the market share slide,”
noted Bernstein's Robin Zhu.

Eddie Wu, Alibaba’s new chief execu-

at a warehouse
of Cainiao
Networl, the
logistics arm of
Alibaba Group,
in Yiwu,
Zhejiang
province —vang

Jchnanewssenvzva

Geltyimages.

revamping the

improve the user experience and
expand the number of products sold
directlyby factories.

W is also orchestrating Alibaba’s
wider restructuring as he works tofend
off rivals. Pinduoduo, owned by PDD
Holdings, in November last year briefly
eclipsed Alibaba as China’s largest
ccommeree platform by market value
forthefirsttime.

In Zuo's office, a computer sereen
cycles through a live video feed of his
workshops in Shaji. He said about 60
per centofhis sales now came from Pin-
duoduo, with Alibaba and JD.com, and
to a lesser extent Douyin, splitting the

rest. After startingtosellon Alibabain

2015, he joined Pinduoduo’s market- The market
place three years ago. Staffat the com-  forced me
= ts She 9 toturnto
quarters for strategy scssions and still )

occasionally advise on which product  Pinduoduo.
typesneed greater supplies.

The direct support contrasts with Ali- Merdminm
baba’s hands-off approach. “Ali people ~ are leaving
didn'tcareaboutusatall”hesaid. “Now A Jihoha
they've started coming here, but what
can they bring us? They don’t have any ~ and so are
shoppers” g

Still, Zuo said heonly viewed Pinduo-  CUSLOMICETS

duo volumes as sufficient to keep his
factories humming, while his profits
came from selling higher-margin goods
on Taobao and JD.com. “We can't count
on any single platform, we need to be
diversified;” he said.

‘ [Ecommerce market share

Per cent

Q1
2021
Estimate

Q1 Q1
2019 2020
Source: Bernsteln Research - *

" Kuaishou
<Douyin
«Pinduoduo

Q1 Q1 Q4
2022 2023 2023°

Pinduoduo, known for its cut-rate
prices, has in particular picked upspeed
as China’s economy stalls. Factories in
Shaji said that users on the platform
focused only on low prices and that an
attempted Alibaba copycat app
unveiled in 2020 called Taobao Deals
never caught on.

“Pinduoduo has lots of traffic so we
don’t need to buy so many adverts? said
afactory ownerwhomakes coffee tables
and dressers. Her sales are now roughly
split between Pinduoduo and Alibaba,
shesaid, decliningtogive her name.

In response to a Financial Times
request for comment, Taobao and
Tmall said the two combined were
China's largest ccommerce service by

them to buy

Of the extra debt, SSmn went to the
company through which the brothers
ownaBombardier Global 6000,amodel
advertised as beingideal for transport-
ingheads of state. The remaining $2mn
went to the company through which
they own a smaller Bombardier Chal-
lenger350.

The payments are a sign of how
closely the brothers’ personal and pro-
fessional lives are intertwined at the

petrol station group.
The Issas have built a retail empire
from scratch with the backing of private

equity group TDR Capital, with which
they co-own both EGand Asda.

Together with TDR, they used debt-
fuelled ions to expand EG intoa
business with more than 6,000 petrol
stations spanning the US, Europe and
Australia.

Then, in 2020, the Issas and TDR
agreed to buy Asda in a £6.8bn deal that
‘marked the UK’s biggestleveraged buy-
outfor adecade.

-

‘Money is being taken
through a very complicated
setof business structures

gross merchandise value and that the | €0 offshore companies’
platformshad i
count, ing shoppers and order who put in just £100mn

volumes over the pastyear, without pro-

in ushm buy Asda, have faced increas-
ing scrutiny wverﬂlen ncqlllslhcms and

atNanjing
University who has written a book on
Taobao villages, said the term was no
longer accurate. “A large number of
Taobao villages are no longer primarily
using Taobao,” he said. “They are actu-
ally ecommerce villages now.

“After the pandemic, everyone's
spending power fell” he added. “It's

In ]ll.ly,MDhsmappmrbdhdorcapar
liamentary business and trade commit-
tee, at which its chair Darren jones said
‘his behaviour was “not in order”.
Hesaid: “What we have heard today is
that prices are up at Asda, tax is down,
pay is down, money is being taken
ugh a very complicated set of busi-

normalfor

til, some factory owners in Shaji said
they were resisting selling on Pinduo-
duo. LiSu made-

and you've not answered any of our
questions.
The broth T

to-order aluminium cabm:ts and said
Pinduoduo shoppers were too thrifty to
buy his products.

“Traffic is declining on Taobao and
Tmall, that’s true, but that is still where
the best customers are,” he said. At Ali-
baba’s peak, about 30 per cent of the
traffic to his online stores was free, he
said. Now it was 15 per centat most, and
he paid for the rest by buyingadverts.

A young factory owner, who was over-
seeing about 60 workers assembling
mirrors, said he gave up selling on Pin-
duoduo last year when he was unable to
doit profitably.

“Alibaba traffic is definitely declin-
ing,” he said, noting he would focus on
increasing sales onJD.com and overseas
this coming year. “You can’t count on
any one platform, they are all unrelia-
ble” hesaid,

two Isle of Man-registered entities. In
2018, EGhanded the companies €39mn
in unsecured, interest-free loans which
they used to buy the jets, the Financial
Timesreportedin2022.

‘The Isle of Man companies also bor-
rowed from Bank of America, which
charges interest and has security over

jets.

At the time of the FT's report, people
close to the matter said the EG loan’s
generous terms had been flagged in an
audit, and the brothers would start
being charged backdated interest as a

result.

EG has not disclosed what interest
rate hasbeen applied.

The $7mn of new loans made in 2022
would be enough to cover all but $1mn

ofthe amount EG reported it received in
Isleof

Zeng Yiwu, an associate pmfcssﬂr at
Hangzhou Normal University, said Ali-
baba’s rural market had been hit hard
by the rise of other ecommerce plat-
forms.

“Shoppers and sellers in small cities
and rural areas are no longer limited to
Alibaba's platforms as they were a dec-
adeago. hesaid.

“Alibaba needs to come up with a
really good strategy to deal with the
fierce competition among major plat-
forms?

Man companies that year.

However, a person with knowledge of
the matter said the money was actually
used to pay interest and principal on
external debt owed to third parties.
They said the fresh loans are due to be
repaidin fullin November.

“As previously disclosed to the Finan-
cial Times in 2022, loans to the [Isle of
Man] companies are fully disclosed in
the EG Group accounts and continue to
beso,”said EG Group.

Thebrothers declined to comment.

Automobiles

Toyota division investor blames ‘broken’ governance of group for scandals

DAVID KEOHANE — TOKYO

Along standing US investor in one of
Toyota’s largest subsidiaries has
blamed the sprawling car group’s
structure for recent data scandals and
called for an urgent governance over-
haul, as well as the unwinding of “cor-
rosive” cross-shareholdings.

GMO, which has $60bn in assets under
management, has held shares for 13
years in Toyota Industries (TIC), the
world’s largest manufacturer of forklift
trucks and also a producer of cars, tex-
tilesand electronics.

TIC has admitted to falsifying engine
data and GMO sent a letter last week.
urging changes to its leadership, capital
structure and a “submissive culture”
that it said was “unable to oppose
demandsbythe Toyota Group”.

GMO’s head of

Drew  Akio

id he took

Edwards said in the letter, seen by the
Financial Times, that recent scandals
were “just one symptom of a larger
problem of broken corporate govern-
ance and culture at TIC and Toyota
Group as awhole”,

He added that the scandals put “not
only TIC’s management and board but
also [Toyota Motor’s] management and
board on notice that Toyota Groupis no
longer exempt from following guide-
lines designed to make Japan’s corpo-
rate governance work to the benefit of
all stakeholders”.

TIC had followed Hino Motors and
Daihatsu in becoming the third Toyota
company to disclose widespread prob-
lems with testing data, specifically for
its carand forklift truck engines.

After the revelations, Toyota chair

bility” and promised action, sddmgtlmt
hewould be attending each of the group
companies’ annual meetings to see what

Under the hood: Toyota divisions
have been rocked by data scandals

measures they had decided to put in
place.

‘The pressure from GMO, which owns
less than 1 per cent of TIC, mirrors con-
from oth h

On Tuesday, Toyota d an
overhaul of wholly owned Daihatsu’s
top management following a crash-
testingdata scane

GMO’s Edwards, whose team man-
ages about $2bn in Japanese equities,
said that one cause of the scandal at TIC
wasthat management “lacked the inde-
pendence and courage to push back
against” Toyota Motors' demands —
going further than advisable in order to
‘meet deadlines for the larger company.

Calling for TIC to put in place
“urgently” an independent leadership
team and board of directors that could
overhaul its culture and admit its mis-

causes of the data scandal and how
cross- oldings might unfairly pro-
tect management from criticism. It also
comes as regulators are calling for Japa-
nese companies to address low valua-
tions and improve governance.
Toyota has already unwound some of
its cross-shareholdings to mobilise

CLSA's John Seagrim suggested ina
recent note to clients that “in theory,
Toyota could launch a 315 per cent pre-
‘miumbidin Toyotashares . . . for [TIC]
and it could pay for the entire acquisi-
tion in its own Toyota shares it would
reacquire as a result of the acquisition”.

GMO’s Edwards said that Toyota
Group had “shown little inclination to
follow the consensus on corporate gov-

crnance with respecttolisted subsidiar-

resources for the massive i
needed in battery-electric vehicles and
technology.

TIC currently owns about 7.3 per cent
of Toyota Motor, while the much larger
company owns 23.5 per cent of TIC,
anmrd.uLg to LSEG data. Other Toyota

takes, GMO: for
“unwindits tangled cross-sharcholdings
with the Toyota Group”.

also own stakes and ana-
Iysts have long speculated about how

ies and and its
recent moves had been “too little, too
late”.

However, one other Toyota investor,
speaking on condition of anonymity,
said thatthe group’slong, successful his-
tory meant it “deserves the benefit of
the doubt about its group structure”.

GMO, TIC and Toyota Motor all
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Wave of Permian Basin deals heralds
next phase in the shale oil revolution

Diamondback’s $26bn move on Endeavor is part of consolidation that will drive costs down further

MYLES MCCORMICK — HOUSTON

The shale revolution that began about
15 years ago saw a proliferation of thou-
sands of small-time drillers turn the glo-
bal energy order on its head and
restored the US to the status of world’s
biggest producer.

Today, as a multibillion-dollar wave
of consolidation washes over the Per-
‘mian Basin — the engine room of Amer-
ica's oil industry — that landscape has
been transformed. A handful of heavy
hittersis now firmly in control.

Diamondback Energy’s $26bn deal for
rival Endeavor Energy this week
brought to almost $180bn the value of
an il and gas dealmaking sprec that has
reverberated across the US shale patch
since the beginning of last year as big,
publicly listed players swallowed rivals.

Just 10 companies will now control
‘more than 6.4mn barrels of oil equiva-
lent aday of the Permian’s 12.1mn boe/d
of overall output, according to Wood
Mackenzie, a consultancy. Six compa-
nies will each produce more than
700,000 boe/d —more than some Opec
‘member countries.

Half of the sought-after Midland sub-
basin, which makes up the eastern part
ofthe Permian, will be controlled by ust.
two companies: ExxonMobil and Dia-
mondback.

“It’s now a story of bigger companies
— not smaller ies,” said Dan

Pickering, founder of Pickering Energy
Partners, a consulting and investment
group. “And that just has a much differ-
ent cadenceand tenor toit.”

In the past four months alone, Exxon
‘has announced a $60bn deal for Pioneer
Natural Resources, the biggest producer
in the Permian; Occidental hasagreed to
snapup CrownRock for $12bn; and Dia-
‘mondback announced its purchase of
privately held Endeavor. (Another

$53bn deal by Chevron for Hess
gives the supermajor shale assets in the
vast Bakken oilfield of North Dakota.)

The action pushes the Permian into a
new era where drilling focused on
growth at all costs, which made it the
country’s most prolific oilfield, has

toanend.

“It does feel like another turning of
the page where shale has gone from an
exploratory expansionary phase to a
not decliningbut managed phase,” said
Andrew Dittmar, senior vice-president
at consultancy Enverus.

Over the past five years, under pres-
sure from Wall Street, publicly owned
companies have pulled back from the
costly pursuit of volumes and sought to
channel cash back to shareholders.

Private operators — less constrained
by market demands — drove much of
the Permian basin's growth, responding
to higher prices by rapidly raising pro-
duction. Now, as those companies are
absorbed by larger public rivals, the
potential for surges has faded again.

Diamondback said it would remove
drilling rigs from the field after itsacqui-
sition, while insisting it could keep grad-

growingoutput regardless.

“There is no way the US rig count
grows after the recent wave of consoli-
dation by Exxon, Chevron, Diamond-
back and Occidental,” said Conrad Gib-
bins, co-head of the upstream Americas

Source: US Energy mformation Administration

Output in basin has risen sharply
% change since 2007

Oil & gas

Shell projects
arisein LNG
demand of
50% by 2040

SHOTARO TANI — LONDON

Global liquefied natural gas demand
is forecast to rise 50 per cent by 2040
as the world switches to cleaner fuel,
Shell has said in its latest annual LNG
outlook.

Demand for natural gas globally will
then peak after 2040, although appetite
for LNG will continue growing as China
and developing Asian nations switch
from dirtier coal to the comparatively
cleaner fuel.

The growth forecast is slightly lower
than predictions last year but energy
‘majors still expect a strong rise in LNG
demand as economies target net zero
carbon emissions by 2050.

LNG has grown in importance since

ssia’s invasion of Ukraine in 2022 as
the Kremlin slashed its pipeline gas sup-
plies to Europe, prompting the region to
secure the supercooled fuel to replace
thelost volumes.

Appetite is expected to
continue growing as China
and other Asian nations
switch to the cleaner fuel

“The global LNG marketwill continue
growing into the 2040s, mostly
driven by China’s industrial decarboni-
sation and strengthening demand in
other Asian countries,” Shell said
yesterday.

‘The oil major added that demand for
natural gas “has peaked in some regions

LNGisnatural gas liquefied by cooling,
it to minus 162C. Like many other
energy majors, Shell, the largest private
LNG trader, is keen to position natural
it aims

Maturing: the
Permian Basin
began with a
rush of smaller
companics but
consolidation is
paringthe
number of

operators
I westany

business at Jefferies. “That pointstoone
thing, which is we're headed towards
‘higher oil prices. It’s not a question of if,
itsaquestionof when.”

That adherence to strict exploration
plans suggests the US shale energy
industry il shiftfurther away from is

roleasa

settled at $78 a barrel on Tuesday.

One way of driving down costs is by
joining together nearby acreage, ena-
bling companies to operate across large
swaths rather than piecemeal parcels.
They can extend the length of horizon-
tal oil wells they drill and centralise
theiri

turn up the production dial to douse
pricerisesasitdid earlyin the boom.

“If Exxon, Chevron, Oxy, Diamond-
back, etc, are going to have a pro-
gramme that they just plough through
and execute on, they are less likely to
accelerate when prices are high, they
are less likely to slow when prices are
low — and that translates to Opec being
‘more important,” said Pickering, refer-
ringtothe oil cartel led by Saudi Arabia.

Consolidation will, however, enable
producers in the Permian to remain
profitable even during commodity
slumps. Wood ic beli

Midland, Texas-based Diamondback
said it had about 100,000 acres that
touch Endeavor’s. It believes it can
extend up to 175 lateral wells to overlap
the two companies’ positions, while
achieving $550mn in annual cost sav-
ings. “Inevery deal we've ever done, we
check ouregosat the door, we get in the
room with the other side and figure out
what's the best mousetrap on how to
drill and complete wells in the space,”
said Kaes Van't Hof, Diamondback’s

chief financial officer.
Autry smphens. w}m grew Endeavor
from a singls almost halfa

bout $5 a barrel off the

break-even costs of whichsit at
about $30-$35 a banel in '.lle
basin. West Texas

v ago, had held offon selling the
company for years. But people closc to
thedeal said he had eventually agreed to
sell to Di in part because it

todecarbonise.

Although natural gas is cleaner than
other fossil fuel alternatives, it still
releases substantial amounts of carbon
dioxide when burnt. Natural gas is also
‘mostly composed of methane, which
generates more warming than carbon
dioxide but is shorter-lived.

Cutting methane emissions is
regarded by scientists as among th
cheapest and quickest ways to tackle

200
.,.,..,-/ Natural gas
_/ "
Tr—— T T I
2007 2010 2015 2020 2024
“We're would keep the company in Midland,
headed Exxon has said it will be able to drive
il $2bn in annual synergies over the next
3 : decade through the Pioncer acquisition
higher oil — largely by using technology to
i i il recovery but also with
prices. increase o
Tongerwells.

Itsnota “I feel like we had reached a point
i maybe a year or two ago, before this
qIEER of e off, where it felt like this s
if,itsa as good as the Permian s going to get in
i terms of cost and supply break-cven,”
question of P eeker, research director at.
when’ Wood Mackenzie. “But all these deals

have validated that there’s still a lot of

Shell said LNG demand was expected
to reach 625mn to 685mn tonnes in
2040, from 404mntonnes in 2023. This
is lower than its forecast a year ago,
when it predicted LNG demandtoreach
650mnto700mn tonnes.

China was likely to dominate LNG
demand growth this decade, while over
the following decade, south Asia and
south-cast Asia would drive sales as
they increasingly needed fuel to power
their gas-fired power plants, Shell
added.

The company went on to point out
that LNG. “vital role”

togo”
For now, companics arc fm.scd on

in Europe’s energy security last yeax,
withi

Exxon, Chevron and Ocmd:mzl s d:a]s
are being studied by US competition
regulators. Analysts do not expect the
Federal Trade Commission to block any
of the deals. But at some point, smd
Becker, th

to the record highs in 2022 following
Russia’s invasion of Ukraine, despitean
overall decline for gas demand in the

region.
The global gas market remained

control of Americals oil hcartiands
could“raise red flags”.

lly tight, owing to the lack of
Russian pipeline gas supply to Europe,
Shellsaid.

Chiefat Supercell ready for
further risk-taking torepeat
successes despite revenue fall

RICHARD MILNE

Interview. llkka Paananen

Clash of Clans maker seeks next billion-dollar hit

is one of the most successful mobile
gaming groupsand was valued at $10bn.
when it was bought by China’s Tencent
in2016.

But its most successful games are
more than a decade old and it has
released only fivein total, each of which

NORDIC AND BALTIC T

Supercell, the Finnish mobile gaming
group, will take more risks and explore
new genres in an attempt to beat the
maultibilion-dollar successes of Clash of
Clansand H

It faces a competitive mobile gaming
market where global tech groups such
as Microsoft, through its $75bn acquisi-
tion of developer King's owner Activi-
sion Blizzard, are investing heavily to

executive.

likka Paananen told the Financial
Times that there was pressure on the
Tencent-owned group after Clash of
Clans brought in more than $10bn in
revenues in the past decade, akin to a
band creating a “massive hit” and ﬁnd—

¥ y ontop.

However, the market is in decline for
the first time since the smartphone era.
Gaming data company Newzoo'said glo-
bal sales from mobile games fell in 2023
to $92.2bn, down 7.3 per cent from a
yearearlier.

The last game Sllp:n::]l released

ing “everything you doi
the previousone”.
Speaking in a rare interview, he said:
“We want to create something better
and bigger than Clash of Clans. That
‘wor't happen unless we take even more
risk . . . All kinds of risks. shouldn’t

018 while
Clash Mini is still in beta Mn.mg rlcspltz
being available in some countries since
2021. The company became famous for
using “cells” of only about 10 workers on
cach game and celcbrating killing oft
games Lhalmu

be stuck in previous genres, we should
try new genresand invent new ones.”
Supercell founded in Finland in 2010,

standare
Pamnancn said that despite the new
game drought he had “never been as

excited asTam right now”. He restruc-
tured the company last year, splitting
the creation of new games, where the
cells are still kept small, from the fur-
ther development of existing titles,
where Clash of Clans now has a workforce
0f100.

“Would T have liked to have seena
new game go out in 20202 Yes. Am I
proud that our teams kept the bar high?
Tmreally proud,” he said.

He added that the one thing that
defined Supercell was that it only put

out games that met its high quality
standards.

“What s the price we are willing to
pay fora value?” ‘Some-

ahead. Twant to build something like
Nintendo that lasts 100 years. We are
still early in the journey.”

body told me a value is not a value
unless it hurts sometimes. Quality at
Supercell means we kill games that

His came as Supercell
reported a4 per cent decline in reve-
nues last year to €1.7bn, and an 8 per
centfalli mﬁ.mlngp beforeinterest, m.

many companies
Iutely hurtsandit’ssad”

He said he had spoken openly within
the company: “It eally comes down to
the question, are the best

€580mn. Both ﬁgms were below tlu
record levels of €2.1bn and €917mn in
2016. It hired 156 people last year, tak-

ahead of us?Iabsolutelybelieve they are

The long game:
Ilkka Paananen
wantsto builda
business that
lasts 100 years
nowesnd

Paananen said the mobile gaming

Confracts & Tenders

PROCEDURE

FOR THE SELECTION

OF A SUITABLE PARTY

FOR THE ACQUISITION

AND ENHANCEMENT
OF THE SANTA CHIARA
MONUMENTAL COMPLEX

IN PISA’S HISTORICAL CENTER
Fincantieri Infrastrutture Sociali S.p.A.
(“Finso”), along with its partners
Consorzio Integra Soc. Coop., CMB
Soc. Coop. ¢ CMSA Coop, amnounces
the launch through the company Nuovo
Santa Chiara Hospital s.c.rl., which they
have engaged as promoter; of a private
international  for the selection of
‘aparty for the acquisition and cahancement
of the Santa Chiara Monumental Complex
in Pisa’s historical center.
‘The Notice for the receipt of expressions
of interest is published on the website

its
lack of growth in recent years as there
had not been any big innovative
releases. “I don't subscribe to the idea
that there’s a gl: iling and the best.

Legal Notices

days arebehind us,” he said, adding that
Supercell had seen “good momentum”
with revenues increasing in each quar-
terlast year.

Asked about Tencent’s ownership, the
Supercell chiefsaidit had sought aguar-
antee of complete operational inde-
pendence from its previous owner,
Japan's SoftBank, and that continued
with the Chinese group. “It is the
number one thing we cared
about . . . through them we get a lot of
helpin China,” headded.

Record No: 1.COS 2042000010
INTHEMATTER OF FS CAKD SERVICES (RELAND)

THE MATTER OF THE COMPANIES ACT 201

Ao Oy it iy ivesic Two S o
s Quay Dbl 2 be appoived Jin Ligudaorsof




* FINANCIAL TIMES

Thursday 15 February 2024

COMPANIES & MARKETS

Backlash from financial groups
and Franco-German tensions

undermine the initial plans
NIKOU ASGARI — LONDON
PAOLA TAMMA — BRUSSELS

EU plans to funnel derivatives trades
throughits ot elyto

Derivatives. Climbdown

Brussels scales back ambitions for
post-Brexit land grab in clearing

house, London Stock Exchange Group’s
LCH, able to enjoy economies of scale,
which helps attract customers.

Even in curo-denominated deriva-
tives, a market totalling €172tn last
year, according to Clarus Financial
Technology, LCH than 90

A S

trades to be routed through the bloc.
“It’s a bit of a disappointment, really,”

said one person involved in the negotia-

tions of the agreed levels. “The expecta-

tion isnot really that high that this could

amna]]y makeadifference”

Is had included per-

per cent of trades. LCH estimates that

about 30 per cent of its business in this
& the EU.

ules, EU-based banks

wrest a i fthe lucrative
clearing business away from the City of
London after a climbdown by the blocs
lawmakers, according to analysts and
peopleinvolvedin the negotiations.

The business of validating financial
transactions has become a political bat-
tleground since the UK’s 2016 vote to
leave the EU as the bloc secks to chip

and other financial institutions must
open so-called active accounts at a
clearing house in the bloc, which will
handle categories of rlenvzuves that
regulators consider systemi

The minimum tlu’eshu]d of trades
that must be cleared through the EU will
be set at ﬁvc trades for cx:h rcle\mnt

away at London’s category of

d on the d
e o P B e e e,
own financial markets. accordingtoofficials.

But rules agreed last week, following
years of wrangling, are widely scen as
Brussels backing down from earlier
ambitions for a more substantial land
grab after being undermined by Franco-
German tensions and a backlash from
the finance inds 2

The deal “is relatively soft and is not
going to lead to a significant shift in
activity” out of London, said William
Wright, founder of think-tank New
Financial

In terms of addressing financial sta-
bility concerns, the EU “can just about
claim that this achieves that”, he added.

Clearing houses are a low-profile but
vital piece of financial market phimb-
ing. By standing between a buyer and
sellerinatrade, they are designed to cut
risk by stopping defaults cascading

the system.

London — Europe’s pre-eminent
financial centre — has long dominated
the business with its large clearing

Firms trading more than €100bn
annually will have to fulfil that quota.
every six months while firms trading
€6bn to €100bn must do so every
month,the people il

ing for more clearing to be

be cleared through the EU but such

Sitting pretty:
the City of
London has
long dominated
the business

of dearing as.
Europe’s
pre-eminent
financial centre

The agreement is “not as ambitious as
we wanted, that’s very clear”, said asen-
for EUofficial.

Ambitions for aland grab in clearing
date back to the Brexit referendum. Just
days after the 2016 vote, then French
president Frangois Hollande said the
City of London should no longer be able
toclear curo-denominated trades.

However, the French position has
changed markedly, creating tensions
with Germany. That follows pressure
from French banks and asset managers
while some believe another factor was
the likelihood that Germany's Deutsche
Borse, which owns the Eurex clearing
house, would be the main winner of
clearing business movingtothe bloc.

aGerman member of

dont in the EU had hoped for more

London dominates euro

derivatives clearing
Annual notional in

the European parliament, accused
France of torpedoing a more far-reach-
ing deal by serving the intercsts of its
banking lobby, which worricd about the
potential higher cost of hifting clear-

euro inferest rate swaps and overnight
index short-term rate swaps CEfn)

200
= Eurex
m.cH 50
100
50
o
2021 2022 2023

Source: Clarus Financial Technology

“Pm really dlsxppumkrl he said,
adding that the deal “is a missed oppor-
tunity to strengthen our clearing
houses, strengthen our systems. The
French government in particular has
oonce again not thought in the European
interest but has shown itself to be the
bestally of the major US banks?”

One person involved in the discus-
sions said France was “more interested
inavoiding” a shift in clearing activity to

‘The French finance ministry did not
respond to a request for comment..

Clearing is the only areawhere the EU
has granted London temporary regula-
tory “equivalence” since Brexit, lasting
until June 2025, allowing the City's
clearing powerhouse to continue han-
dling euro-denominated derivatives
trades.

EU financial services commissioner
Mairead McGuinness has pledged not to
extend access after then but market
participants believe access will continue
tobegranted.

“Its very unlikely” that equivalence
will notbe extended, said a person close
to Europe’s clearing houses, addingthat
“it’d be extremely expensive” for banks
tomove their tradestothe bloc.

‘Banks, asset managers and brokers
had fervently objected to forcing clear-
ing away from London, arguing that
separation would raise their costs and
‘make them less competitive, but have
welcomed the new rules, which are less
onerous than they feared.

“We're really quite happy,” said Susan
Yavari, senior regulatory policy adviser
at the European Fund and Asset Man-
agement Association, whose members
were worried by plans for higher vol-
‘umes tobe sent to EU clearing houses.

“We've She added: “We'velanded inasgooda
. place as we could expect given that this
landed inas  was so much a political decision ulti-
‘mately”
goodaplace YR | red the proposals but
aswecould  added that EU firms were still con-
cerned about the need to open accounts
EIH=EL inthe bloc.
given that Ian White, analyst at Autonomous  Ourgiobal
i Research, said the EU had “stopped  feam gives you
this was so short” of forcing trades through the  market-moving
mucha bloc, adding: “This might be quitea  news and views,
political good win for London and maybe starts 24 hoursaday
L to present some stability for market fl.com/markets
decision’ participants who like using London”

Equities

Lyft shares go
on wild ride
after earnings
release error

TABBY KINDER — SAN FRANCISCO

Shares of Lyft soared more than 60 per
centlate on Tuesday before falling back
sharply afteran error in the ride-hailing
company’s quarterly earnings release
exaggerated the outlook for margin
growthin 2024 by 10times.

The company reported that it would
improve adjusted earnings margins by
500 basis points, or 5 percentage points,
in 2024 compared with the previous
year.

Lyft stock surged in the minutes after
the announcement to just over $20,
their highest since August 2022.

‘The shares then retreated to a gain of
about 15 per cent after chief financial
officer Erin Brewer said on a call with
investors and analysts that the increase
would in fact be 50bp, or 0.5 percentage
points.

“This is actually a correction from the
press release,” Brewer said. In mid-
‘morning trading yesterday, Lyft shares
wereup about 3L per cent..

The adds to years of woes for
Lyft’s shares, which have lost about 80
per cent of their value since its initial
publicofferingin 2019,

The erroneously strong prediction
was taken as a sign by investors that the
company’s efforts to challenge much-
larger rival Uber under chief executive
David Risher, who took over less thana

‘In 2024, we will prove
that Lyft's customer
obsession will drive
profitable growth’

year ago, had started to pay off. The
company has invested millions of dol-
larstoattract new drivers to its platform
but has failed tosignificantly narrow the
gapwith Uberon the number of users.
Lyft's gross bookings increased 17 per
cent to $3.7bn in the quarter compared
with a year earlier, accordingtoitslatest

carnings.

It reported adjusted earnings of 18
cents a share in the quarter, more than
the 8cents a share analysts had forecast.
Revenue of $1.2bn aligned with ana-
Iysts’ expectations. Net losses narrowed
t0$26.3mn.

For the first quarter of 2024, Lyft fore-
cast gross bookings in the range of
$3.5bn to $3.6bn and adjusted earnings
before interest, taxes, depreciation and
amortisation of $50mn-$55mn.

Lyft said it expected to generate full-
year positive free cash flow for the first
timein2024.

Risher said: “In 2023, the Lyft team
set ambitious goals and the results
speak for themselves. We reached the
highest level of annual riders in our his-
tory, delivered over 700mn rides, and
helped drivers take home over $8bn . . .
In2024, we'll provethat Lyft’s customer
obsession will drive profitable growth.”

Uber last week cheered investors
afterreportingits first annual profit.

It said gross bookings in the final
quarter of 2023 had increased 22 per
cent to $37.6bn compared with the pre-
vious year.

SeeLex

Regulation

EU open to telecoms mergers for investment boost

JAVIER ESPINOZA — BRUSSELS

Equities

The highly anticipated report on di

YASEMIN CRAGGS
LONDON

Brussels has signalled that it is open to
European telecoms mergers to help
fund the rollout of 5G and update age-
ing networks — in what is likely to be
seen as a softening of approach after
regulators quashed several potential
dealsinrecent years.

Europe’s biggest telecoms groups have
been calling on the European Commis-
sion to help them invest billions in the
rollout of 5G and full-fibre networks,
including thror

ital infr :, which will set out
how to build resil-

“Creating a truesi tel-
ecommunications services requires a
flecti i bord

mr.ludmgBTand Deutsnthe]:kqmlan

tion and demanding that Big Tech
groups pay a “fair” contribution for
usingtheir networks.

Accordingto a draft white paper seen
by the Financial Times, the commission
found that “fragmentation [of the sec-
tor] could impact the ability of opera-
tors to reach the scale needed to invest
in the networks of the future, in particu-
larin view of cross-border services”.

The regulator said it recognised that,
while a competitive telecoms market
was a benefit to consumers, “industrial
competitiveness and economic secu-

ey yearsigned MADELEINE SPEED — LONDON
ient digital networks, i d to be lidation,” Thic the EU’s N . N
published next week and is under jissi the single ;“"‘"“;‘;s'f‘e "“"l‘ji‘ “‘“‘:t'_h‘ggf‘
reviewbythe EUexecutive. ‘market, told the FT. In the draft paper, Brussels said it | 1o o 'astempered expectations for
While its recommendations will not  “Scaleis key to deli might need Come e oy il
hit demand last year.
be legally binding, tlecoms operators  investments needed to build the cut-  ers, including large technology compa- | P*** b
i i i ting-cdge digital i Europe  nies, paid for the use of thy Inits published yesterday,
ill more mergersinthe  needsfori Toomany ture they use, “to ensure a regulatory | the Amsterdam-listed group said it
sector tobridgea fundinggap. regulatory barriers to a true telecoms  level playing ficld and equivalent rights | expected operating profit growth of
It comes after the ission said i ill exist,” headded. igati between low and high single-digits in
last year that it had been told by tele- People with of the EU’s ivity and cables | 2024. Analysts had forecast a figure of
coms groups they would need to spend. king said the paper would reignite als d Jresilience”, | 9.9per
up to 50 per cent of their annual reve-  the debate about tclecoms consolida-  the commission said inthe draft paper. Shares in the company, which owns
nues over th tion after years of ps  Itadded inthe | brandsincluding Amstel, Birra Moretti
areassuch as infrastructure. leadingto rising prices for consumers. Baltic Sea — appeanng to reference a | and Red Stripe, dropped 7 per cent by
Brussels has previously blocked big  leak in a abreakina i
deals, including CK Hutchison's £10.5bn  data cable between Finland and Estonia | Volumes fell 4.7 per cent last year,
attempt tobuy 02in 2016. last year s vul- h had expected, after
The commission is preparing to  nerability. Heineken increased prices 10.2 per cent

rity” should when

Brussels says it

lookingat idati

announce as carly as next weekits deci-
sion on whether the proposed €18.6bn
Orange and MasMovil joint venture in
Spain cangoahead.
The ruling has been closely followed
by the industry asa test case for further
li inthebloc.

From October, a new directive will
require member states to adopt policies
related to the cyber security of infra-
structure such as submarine cables and
to ensure the protection of “vital secu-
rity interests” from sabotage and espio-

i draft,

onaverage.
It made an operating profit of €3.2bn
2023, down from €4.3bnin 2022.
Chief executive Dolf van den Brink
told the Financial Times that Heineken
had added the low smgle digit to the

Europe’s biggest telecoms groups
havealso called on the EU to compel Big
Tech to pay a “fair” contribution for
using their networks.

The “NIS 2” directive is also set to
apply to other entities that may operate
submarine cables, such as cloud or data
centre services providers.

T el

“Its still a broad range that includes
mid to high single-digits,” he said, add-
ingthat he was “cautiously optimistic”.

Heineken says higher prices
hit demand for its brands

Heineken said price rises to offset
“very high input and energy cost infla-
tion and volatile macroeconomic condi-
tions in some key markets affected our
volume momentum”.

The forecastwas “disappointing’, said
RBC Capital Markets analyst James
Edwardes Jones, adding that investors
had expected falling commodity costs
would boost margins.

Many companies have continued to
increase prices despite declining com-
‘modity costs.

In Asia, Heineken recorded a10.6 per
cent drop in beer sales volumes, prima-
rily because of an economic slowdown
and stricter drink-driving rules in
Vietnam, which accounts for just under
10 per cent of group profits, according to
Bernstein.

European sales volumes fell 5.4 per
centin the year but recovered slightly to
234 per centdropin the final quarter.

Volumes in the country’s Africa, Mid-
dle East and eastern Europe region
retreated 6.3 per cent, mainly because
of Heineken's exit from Russia and
losses in Nigeria, where inflation and
economic reforms have dented con-
sumerspending.
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& Lower than expected UK inflation
boosts gilts and FTSE 100
» Treasuries reverse part of steep

‘ UK government bonds bounce back ‘

10-year gilt yield (&)

sell-off in previous
» Europe’s stocks and benchmark debt
also attract buyers

Global stacks and bonds rose yesterday
as lower than expected UK inflation
helped soothe recent concerns over
persistent global price pressures.

Wall Street's benchmark S&P 500 was
up 04 per cent by early aftemoonin
New York, led higher by industrial stocks,
‘while the tech-heavy Nasdaq Composite

Gen Al is setto
shake up asset
management

Mohamed El-Erian

Markets Insight

here s little doubt that gen-
erative Al samassively dis-
ruptive innovation that will
bring both job destruction
Th

In every oneof these cases, Gen ATis
labour-enhancing. It augments what
employces can do, helping them move
upthe valuc-added curve.

‘Their application is subject to biases.
Therearestill nogood answers astowho
will internally police the Al and what
broader setof domesticand, potentially,

will be job 1
routine-based, low-sldll tasks, the over-
all impact on labour is positive, espe-
cially as more engineers are hired.
Knowing how to talk to Al engines
becomes an essential skill for both new
and much of the existi

added 05 per cent. N—38 and e

Yields on two-year Treasuries, which \\ /l balance between the two is now a hot
are particularly sensifive to interest rates, 36 pic wh increas-
fell 8 basis points 10 458 per cent while V ingly finds itself, albeit unwittingly,
those on benchmark 10-year Treasury servingasa® experiment”.
bonds were down 5bp o 4.27 per cent as u u I L How the generative Al revolution, or
investors bought the debt. Aug Jan Feb GenAlisbeing deployed i i

The moves reversed part of a steep 2023 2024 shines a spotlight not only on the job
sell-off in the previous trading session - debate but also on broader organisa-

that came after surprisingly hot inflation
figures from the US prompfed invesfors
o push back their bets on interest rate
cuts.

‘The rebound was particularly strong in
the UK. Consumer price inflation data
prompted traders fo bring forward bets
on rate cuts from the Bank of England.

The UK's annual rafe of inflafion was
unchanged month on month at 4 per cent
in January, below economists"
expectations of 4.2 per cent.

“This will be taken as good news by
those looking for rate cuts sooner rather
than later,” said Neil Birrell, chief
investment officer at Premier Miton
Investors.

London's FTSE 100 gained 0 per cent.
Yields on rate-sensitive two-year gilts.

slipped 12bp to 2,56 per cent while those
on benchmark 10-year bonds fell 10bp fo
4,05 per cent, reflecting higher prices.

The pound edged 0.4 per cent lower
against the euro fo €117.

The region-wide Stoxx Europe 600
equiies index added 05 per cent, Paris's
CAC 40 rose 07 per cent and Frankfurt’s
Xetra Dax gained 04 per cent.

Yields on 10-year German Bunds — the
benchmark for the eurozone — fell 5bp to
234 percent.

Markets were largely unmoved by
comments from European Central Bank
vice-president Luis de Guindos, who
insisted the central bank needed more
time before it could start cutting rates.

“Wage pressures remain high and we
do not yet have sufficient data fo confirm
they are starfing fo ease;’ de Guindos
saidina speech in Split, Croatia.

He warned that *
also prove more re:
anficipated”, while *heightened
geopolitical fensions, especially in the
Middle East, could raise energy prices and
disrupt global trade”.

In Asia, Hong Kong’s Hang Seng index
gained 08 per cent on the first day of
frading following an extended break for

tional and regulatory issues that will
impact the rest of finance, health and
wellbeyond.

One of the most striking aspects of the
Gen Alrevolution is that it is just getting
started. Its main drivers — computing
power, data, talent and funding — are
compounding at a scale and speed that
will accentuate its disruptive forces. No
wonder it has risen to the top of the
agenda of CEOs in an ever-increasing
number of companiesand sectors.

Asset management is one of the sec-

h AL off i

Now look forward. Itis not difficult to
envisage a world where Gen Al engines
arcan integral part of all the higher-skill
tasks of asset allocation, model portfo-
lios, security selection and risk mitiga-

Mid-sized managers and
the Gen Al-lagging firms
will be pressured to
consolidate or atrophy

tion. These engines will be trained on

pointing to a serics of changes on how
their i ised

sectorthat are grossly under-exploited.
Givenad intech, it

And the increasing fragmentation of
thetechnology stack between Chinaand
the US, a phenomenon that will only
deepen, is makingthose living in the in-
between particularly uncomfortable.

This is also a road that will see major
disruptions to the structure of the
industry. Those lagging in understand-
ing the disruptive power of Al and its
potential applications — particularly on
account of talent, management agility
and data organisation — will find it
increasingly hard to catch up.

The gap will only grow if they fail to
take advantage of the leapfrogging
opportunities that are only likely to be
available early on.

Put together, this dynamic will fur-
ther push the industry trends towardsa
structure of a handful of very big firms
and a larger number of much smaller
niche players. Mid-sized managers,
those with $100bn to $500bn of assets

the lunar new year holid: markets

under and the Gen Al-

in mainland China remained closed.
Tokyo's Topix and i both

Already, it is being used by the most

|' retreated 11 per cent. Stephanie Stacey

Markets update

efficiency and communications and
better protect against cyber attacks.
And this is just the start.

Investment and client-facing teams
can now prepare presentations with

alsonot difficult to imagine Gen Al tools

helping to create and structure new

asset classes, trained in this case by a
inati data.

Igging firms will be pressured to con-
solidateor simply atrophy. Thisis where
thejob destruction occurs.

What ill be

‘Withtime, the most dynamicand suc-
cessful parts of the asset management.
will combine Gen Al iith

repeated in different ways clsewhere,
including the rest of financeand health.
Itisa that firms can

ineredible ease to convey

that, i

are
Gen Al native. With i

ignore only at their peril. It is also one
that will h who,

ity to personalise in a much more
refined manner individual investment
accounts to meet clients’ risk tolerance:
and behavioural inclinations.

et the road ahead will also be bumpy.
Existing capabilities are far from flaw-
less and talent is not evenly distributed.

having focused too much on banks, are
alrcady behind in their understanding
and supervision of non-banks.

Mohamed El-Erian is president of Queens’
College, Cambridge, and an adviser to
Allianz and Gramercy
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Thyssenkrupp’s shares retreat 10%
on cut to sales and profit guidance

PATRICIA NILSSON — FRANKFURT

German industrial conglomerate
Thyssenkrupp has cut its full-year
sales and profit guidance and written
down the value of its steel business
for the second time in three months
amid weal demand from European
carmakers.

Thyssenkrupp said yesterday that it
expected sales of €37.5bn in 2024,
roughly the same as last year, It had pre-
viously forecast a slightincrease.
Thyssenkrupp shares fell about 10
percentand havelost more thana quar-
‘teroftheir valuein the past six months.
The company also cut its previous
guidance of net income “in the low to
‘mid three-digit million euro range”,

Chi ial officer Kl

1and switch to other indus-

said demand for steel from European
carmakers had not yet recovered from
the pandemic. “Compared with [before

i till this

trial products.

It has also been under pressure to
reduce debts that it amassed partly
because of a 2005 inaBra-

is where weare,” headded.

In 2022, just under 3.5mn passenger
cars were produced in Germany,
according to the most recent data pub-

‘Compared with before
the pandemic, we still
seea gap indemand and
this is where we are’

lished by industry group VDA, com-
pared with 5.7mn in2017.

zilian steelmaking business that cost the
company €8bn in losses.

In 2019, sharcholders pushed the
company into selling its lucrative lifts
and escalators business to private
equity groups for €17bn.

It has since closed or sold several
othersmallerunits, including its mining
equipment division.

Chief executive Miguel Lépez joined
the company last year after his prede-
cessor, Martina Merz, was pushed out
by the board because of slow progress in
the company'sefforts tospin out its steel

sayingit

Ttwrote down its steel business —Ger-
‘many's largest — by a further €200mn,
adding to the €2.1bn writedown that it
booked in November because of high
‘prices for gas and other raw materials.

idefrom arproduc-

tion in Germany has not fallen below

3.5mn since the energy crisis in the
70s.

Thyssenkrupp hasbeenstrugglingfor
more than a decade to reduce its reli-

Thyssenkrupp also said there was no
update on ongoing negotiations to sell
half its steel business to Czech energy
tycoon Daniel Ketinsky.
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ARTS

Whena
called fo

Sarah
Hemming

his takes gig theatre to a
whole new level. Just for
One Day Live

chorus
r change

‘messageis voiced in “Heroes”, the David
Bowie song that opens the show and
which gives it its title: “We can be
heroes, justforone day”

‘That title also contains difficult ques-
tions raised in the piece. How can one.
day prompt decper, more lasting
change? Might big charity events ease
the conscience when what isneeded isa.
fundamental rebalancing of the world?
Whatrole does DelehntvplaWThesearr

and the:

Aid concert of 1985, that

extraordinary, mammoth
event which raised £150mn towards
famine relicf for Ethiopia. Even nowitis
‘hard to fathom that it happened: a star-
studded line-up pulled together in little
over amonth; a concert that played out
for 16 hours across two continents and
that was watched, worldwide, by an
estimated 1.9bnpeople.

That it worked was thanks to the gal-
vanising drive and sheer bloody-
'mindedness of pop star Bob Geldof, but.
also tothe countless backstage crewand
even greater number of members of the
publicwho gave and raised money. And
it is them that this heartfelt, though
flawed, musical from Luke Sheppard
(direction), John O’Farrell (book) and
Matthew Brind (musical arrangements)
seeks to remember. It is staged like a gig
with the band upstage and a terrific
young ensemble delivering an Eighties
playlist stuffed with bangers.

‘We meet some of the main players,
such as Craige EIS’ enjoyable, irascible
Geldof, Jack Shalloo's milder Midge Ure
and Joel Montague’s sceptical Harvey
Goldsmith. But time goes too to
Suzanne, who we see both as a teenage
schoolgirl (Hope Kenna) caught up in
the fervnur and as the older woman
(Jack

ablast of positivity for audiences con-
fronted daily by grim news and divisive
publicdiscourse. (Ten per cent from the
ticket sales will go dircctly to The Band.
Aid Charitable Trust.)

But as drama it struggles, weighed
down by trying to outline the history

Just for One Day’
celebrates the Live Aid
concert which raised
£150mn for famine relief

and emphasise its current relevance. It’s
important to bring in the shocking 1984
BBC report from Ethiopia and the Band
Aid single “Do They Know It’s Christ-
‘mas?”. But the script is often awkward
and heavy with explanation, spellingout:
points that should just emerge from the
story and saddling characterswith lines.
like “It’s time to step up again” or “But.
how did it really begin?”. Meanwhile,
hoth inds \ndnnls and issues have little
subtlety. Top: Jack Shalloo as Midge
‘What’s not in doubt is the energy  Ure in ‘Just for One Day’.
of Sheppard’s staging and Ebony Above: Hannah Sinclair
Molina's choreography, nor the skill of ~ Robinson and Felipe
Brind’s musical arrangements, with ~ Pacheco in

Tt & thooar ks bar partly to
look forward and to pose the question:
in the face of overwhelming problems
what can ordinary people do? The

familiar ften gorgeously recali-  “Metamorphosis’
brated to work with the story. The Cars’  Manusl Hrn Trsmamenton
“Drive” works as a desolate response to
accounts of the famine; The Police’s
“Message in a Bottle” turns into an
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expression of the impotence felt by
‘manyin face of disasters.

There’s a standout musical perform-
ance from Abiona Omonua as Amara,
the aid worker in Ethiopia, and it is

i brilliant

trapped or alicnated and, with an addi-
tional revelation about Gregor’s parent-
age, Sissay brings to the tale his personal
experience of adoption. The show also
speakstothe rise in mental health prob-
lems and the pan

Just for One Day
Old Vic, London

Metamorphosis
Lyric Hammersmith, London
Fedek e

The Frogs
Kiin Theatre, London
R2 2:s003

underworld to retrieve deceased play-
wright Euripides with the intent of sav-
ing Greek drama which, in Dionysus's
view, hasgonetothe dogs.

Today, 2,500 years on, the in-jokes
have aged somewhat, so the challenge
for Toby Park (Dionysus) and Aitor
Basauri (Xanthias), along with new cast
‘member Jacoba Williams, is to channel
the metatheatrical playfulness of the
original into a contemporary version. In
Carl Grose'sadaptation, they pickup the
gauntlet by introducinganother layer of
complexity where they’re also playing
themselves measuring up to this size-
able task and wondering aloud whether
this ancient satire can still be funny.

‘That’s tricky, as the results here are
best described as mixed. Park and
Basauri have funny bones and a lovely
rapport with the audience, and their
chaotic road trip through the under-
worldis punctuated by absurd encoun-
ters with singing frogs in fluorescent
rain capes and multitentacled mon-
sters. P: din ridiculou:

But the:

wigsand a pair of imprac-

The potency of Kafkas ongml lies
partly in its concision, partly in its
ambivalence: the mysterious nature of

tical shoes; Basauri tapdances and
launches into a scene from A Streetcar
Named Desire; Williams appears in an
accurate naked male

Gregor's dit has

allowed for multiple interpretations. By

expanding the narrative, this version

loses that potency, while some of the

ambiguity disappears. The repeated

sequences. begm to drag on the drama,
-d home.

bodysuit as Heracles (Lucy Bradridge’s
costumes aregreat).

Some of this is funny, some less so,
and as the structure becomes increas-
ingly complex, icall begins tofeel rather
effortful. the. int of

‘That said, director Scott Graham and
the Frantic Assembly company bring
their customary physical eloquence to
the piece. Felipe Pacheco’s Gregor is a
‘marvel, his precise body language first
expressing his growing unease and
then skilfully suggesting both physical

and emotional dist

ble deliver much-loved songs afresh.
Handlng on the baton, musically and

He hangs upside down from the light-
B i e
in theair —a beetle

politicall vhi isabout.
TaMnn‘h 5ﬂ oldvictheatre.com

It'snot only Gregor Samsa who hasmet-
amorphosed in Lemn Sissay’s adapta-
tion of Kafka's famous novella, Meta-
morphsls; the story itsclf has under-

on its hack, a man struggling to find
afoothold.

Around him, there arerich, physically
expressive performances from Louise
'Mai Newberry as the fretful Mrs Samsa,
Troy Glasgowasthe tightly clenched Mr

gone somethingof

‘The original opens with young Gregor
waking one morning to find himself
changed into a gigantic insect: a horrific
situation that will trap him and alienate
others. He h that shift doesn’t

Samsaand

Gregor’s sister Grete, caught up in her
own metamorphosis into a young
woman. Even so, this is all feels rather
heavy-handed

To March 2, lyric.couk

occur until nearly halfway through the
show. Prior to that we see the soul-
destroying routine that might have
prompted Gregor’s metamorphosis: the
dehumanising effect of a relentless job;
the pressures of being the breadwinner
for his family. And change is something
that affects the whole houschold in
Sissay’s version.

It’s a thoughtful response, expanding
Kafka’s story. Gregor’s breakdown can
be understood by anyone who has felt

From bugs to frogs and another revered
physical theatre company. Spymonkey,
maestros of the absurd, now sadly
reduced to two original members fol-
lowing the death of Stephan Kreiss
and the departure of Petra Massey,
embark on a contemporary response to
Aristophanes’ The Frogs. The ancient
Greek comedy follows — broadly — the
travails of the god Dionysus and his
servant Xanthias as they journey to the

the piece — the company’s deep grief
over Kreiss and soul-searching about
continuing — gets lost in the melee.
They’re not the first to come a bit
unstuck in the underworld; I hope
they llbe back.

To March2, kilntheatre.com

‘Toby Park and Jacoba Williams in
Spymonkey's “The Frogs’

On amission to rule the waves

Skull and Bones

you play asa boat?” apparently long
remaincdunanswered.

Clearly no one could agree because
the answer appears tobbe both. There'sa

PC, PlayStation’5 and
ek

Chris Allnutt

Imagine, for a moment, the perfect
pirate game: picking a crew of rogues,
deftly manipulating the complexities of
sail and ship’s wheel, grappling your
way on to brigantines, swashbuckling
with whoever gets in your way and
scouring the hold for treasure before

y character screen,
the results of which you'll see in tl
person when staggering rather impre-
cisely around camps and sttlements on
land. But you'real

characters possessesagreat deal of per-
sonality beyond feisty pirate clichés.
‘When it comes to your end of the con-
versation, you're left with lines such as
“Lwant to be an infamous pirate” and
“There is no room for shame in piracy”
— which make you feel less like a blood-
thirsty buccancer and more liks you
ketof your

of your vesscl: its armaments for fight-
ing, its crow’s nest for scouting, its galley
to ensure everyone has the energy to
keep going — running your ship is all

fancy-dress costume. The usual trap-
pings of modern, always-online titles —
an in-game store, a premium currency,
seasonal paid-for content — don’t help

down to you, rather than sharing jobs  with immersion cither.
in2018's Seaof Thieves. Other detai toavision ofwhat
‘There’s no avoiding Skull and Bones'  could have been: your crew on deck in

youmake your dramati
wind. Now hold that thought, because
almostnone of this eatures in Skuland

Bones, Ub ited, all-action

lements: at any given time
you're sharing the (admittedly expan-
sive) world with half a dozen others. But

pirate adventure released this week.

Things are rather more formulaic in
this stretch of the 17th-century Indian
Ocean: blow boats up from a distance

this leaves your personal goal to rule the
seas a little confused: rather than con-
juring an air of competition, it reminds
youthat you're onlyadropin the ocean,
fighting the same enemies and doingthe

until their

intact amid the waves, sell them to the
highest bidder;, buy bigger cannon, rinse
and repeat. Such isthe life of your aspir-
ing pirate after a British attack leaves
them with shark-infested waters to nav-
igate and an even longer slogto the top
of the freebooting food chain.

This rather thin plot perhaps betrays
the equally tortuous journey of the
game’s development: originally envis-
aged as an expansion for Assassin's Creed
IV: Black Flag back in 2013, Skull and
Bones became its own project with
gameplay shown off as long ago as 2017,

Since then, however, its release date
has been pushed back at least six times
and its budgets, according to video
game website Kotaku, have struggled to
hold water. Even questions as funda-
‘mental as “Do you play as a pirate or do

Meanwhile, none of the supporting

youcast
off into the gloom; the gradual recogni-
tion of locals as your infamy increases;
the heft with which your ship is
slammed from wave to wave ina storm.
Butit’s hard notto see Skull and Bones as
a tempest-tossed vessel of its own,
pulled in too many directions and ulti-
‘mately exploring none of them in any
real depth.

‘Skull and Bones’, Ubisoft's long-awaited pirate adventure
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FT BIG READ. DEFENCE

A €100bn fund is the centrepiece of Berlin's new muscular approach to national security as it hopes to
build Europe’s largest army. But concerns are growing over what happens when the money runs out.
By Guy Chazan and San Jones

Germany'’s unfinished military upheaval

olzdorf military base was
once the pride of Commu-
nist East Germany, a
strategic linchpin for the
Warsaw Pact countries
who opposed Nato. Now it is being
remade as one of th: west's biggest
bulwarksagainst Rus:

The base’s nmway is btulgrxpandel‘l,
so that any plane in the Nato arsenal
can land there. Soon it will take
possession of 60 new Chinook heavy-
lift helicopters and the Arrow air-
defence system from Israel, capable of
shooting down intercontinental ballistic
missiles before they enter the Earth’s
atmosphere.

“Over €500mn will be spent on new
infrastructure here — hangars, mainte-
nance bays and new flight operations
areas?” says Colonel Christian Guntsch,
the German military staff officer in
charge of the expansion plan.

But the arrival of the Chinooks will be
the “crowning glory” of the transforma-
tion, he says. They will replace
Germany’s lumbering Sikorsky CH-53
choppers that have been in use since
1972, and are 5o old that the army has
struggled to find spare parts when they
break down.

The Chinooks and Arrow interceptors
are being paid for out of a new €100bn
debt-financed fund for the Bundeswehr,
the German armed forces, that has
become the centrepicce of Berlins
new, more muscular approach to
‘national security.

The investment fund highlights
Germany’s goal of becoming Europe’s
biggest military spender and providing
its largest conventional army —a power
capable of deploying huge resources at.
short notice to fight a potentially brutal
land war onitsdoorstep.

Chancellor Olaf Scholz unveiled the
cash injection just three days after Rus-
sia embarked on its full-scale invasion

of Ukraine, in a speech tothe Bundestag
ﬂm described the war as a “Zeiten-
wende” — a watershed moment — in
Germany’smodern history.

The commitment allowed Scholz to
fulfil one of his key pledges: that
Germany would dedicate 2 per cent of
its gross domestic product to defence,
aNato goal it signed up to in 2014 and
had, until this year, never achieved.

Germany will spend nearly €72bn on
defence this year, more than it has ever
done in the history of the Bundeswehr.
Some €52bn will come from the regular
budget and €19.8bn from the invest-
ment fund.

“The transformation we've seen since
January 2022 has been revolutionary,
compared to the policies Germany pur-
sued in the past;” says Claudia Major, a
defence analyst at the German Institute
forInternational and Security Affairs.

But concern is growing about what
will happen after 2027, when the fund
has dried up.

Experts believe the country will
then have to stump up an additional
€25bn-€30bn a year out of the general
budget to meet the 2 per cent goal —an
eye-watering sum that could require
swingeingcutsin welfare spendingifthe
countryis to balance the books.

Days after the
full scale
invasion of

Olaf Scholz
pledged to boost
funding for
Germany’s
depleted armed
forces. Below:
Lieutenant
Colonel Sascha
Bleibohm and
Colonel
Christian
Guntsch at
Holzdorf
military base

awake”. He said last month, for exam-
ple, that Putin could attack a Nato
member state “within five to eight
years” “We have a threat level in Europe
the likes of which we haven’t seen in

that commitment is pmdlcated on

Germany would soon have “the biggest
of all the European

its current mcord ]cvcls — and that
might be a pioushope.

'MPs from the three parties inScholzs
coalition

30 years,” he told the
Tagesspicgel.

Such fears are now being com-
pounded by the specire of a second
Donald Trump presidency —anda new
era of American isolationism that could
presage. Last Saturday, Trump declared
that his administration would “encour-
age” Russiato attack any Nato member
that failedto spend enough on rlcknce
— a comment widely

ing fears about the army’s long-term
financing They quote finance minister
Christian Lindner, who assured the
Bundestag’s defence committee in late
January that the 2 per cent goal was safe.
“He said the finance ministry is start-
ing to prepare for this in its medium-
term financial planning;” says Marie-
Agnes Strack-Zimmermann, chair of

By e g T S
Nato's principle of collective defence
was mspunslb]a and dangerous and

Zappner

In the past few years, Drmels
‘committed to on a greater share
of the burden of collective defence. But

‘ Big ticket procul

rements made possible

through the €100bn investment fund

for the

“We need a broader di
where the additional €30bn are going
to come from,”says Christoph Heusgen,
the longtime foreign policy adviser to
former chancellor Angela Merkel and
now head of the Munich Security
Conference, the “Davos of defence’,
which opens this week.

“There is going to have to be a big
debateabout resources, and how they're
allocated” he says. “And my impression
is that the government is scared to have
thisdiscussion, and isjust delayingit”

here is one person in
the government who has
openly addressed the prob-
lem — Boris Pistorius, the
popular defence minister.

He has argued that the absence of
along-term perspective makesit nextto
impossible for the Bundeswehr — and
the arms manufacturers that supplyit —
to plan for the future.

Speaking to the Bundestag in late
January, he said that defence required
“a reliable, sustainable, and yes, a rising
[military] budget”.

“The €100bn fund was an important
first step,” he told MPs. “But we must
start thinking today about how we
want to adequately equip the Bun-
deswehr even after the fund has been
fully spent.”

The appeals for more money have
been backed up by an escalation in
rhetoric that Pistorius himself admits
is designed to “shake the Germans
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Anyway, she adds, all three parties in
the government, as well as the opposi-
tion Christian Democrats (CDU) and its
Bavarian sister party, the CSU, were

centgoal.

‘member states in Nato.

Pistorius has gone even further,
saying in an interview last November
that Germany must become “krieg-
stiichtig” — aword that means “ready to
wage war and capable of doing s0”. It
drew howls of protest from the pacifist
‘wingof hisSocial Democratic party.

The shift in rhetoric has been
astonishing to some. “Five years ago,
people would have called Pistorius
crazy for using that word,” says Heus-
gen. “Now he’s Germany’s most popular
politician””

But some are still disappointed. “It's
the tragedy of the Zeitenwende transfor-
mation,” says Major, the defence
analyst. “Despite all our cfforts, it's just

“The chancellor stands by it, as do the
finance, foreign and defence minis

rs ... and the CDU/CSUtellus they do
t00,” she says. “So regardless of who's
in power after the next election, every-
one should feel responsible for imple-
mentingit.”

But privately, no one in power seems
toknow how the target can be reached —
especially considering the tight con-
straints on the German budget. Ger-
many s one of the few countriesto have
acurbon newborrowinginscribed in its
constitution, the so-called debt brake.

Part of the problem is that despite all
the new money, the Bundeswehr is in
‘manyways even less well equipped than
it was before the Russian invasion of
Ukraine. Germany has given a lot of
itsbest kit to Kyiv. Andit is still not.__
clear how and when the gaps will be
filled again.

For example, Germany donated §
14 armoured howitzer 2000s, one of
the most advanced systems of itskind
in the world. But, under current con-
tracts, only 10 of them will be replaced.
A defence ministry spokcsman said

there to buy 18 more for
th

1d prove
difficult. “Will we have to cut the
welfare budget? Abolish the debt brake?
Raise taxes?” asks one minister. "W: re.

Meanwhile, plans to swap the five
Mars Il rocket artillery systems supplied
to Ukraine for five Isracli-made “Puls”

puttingoff
is going to have to give. The sums just
don'tadd up?

asnail’s pace, with the Bundestagstill to
approve the purchase. It could also take
years before the Bundeswehr gets
replacements for the 18 Leopard 2 A6

cholz’s Zeitenwende speech

ised atruth that
had long been evident to
Germany’s generals — that
the country’s military capa-

Apotentiallylarger pn)b]em though,
is the long-term uc. “We are
starting a lot of prucuremem projects

d by thetime the

At the end of the cold war, the Bun-
deswehr had halfamillion troops, mak-
ing it one of Europe’s most formidable
fighting forces. But between 1990 and
2019, manpower fell by 60 per cent..

army becamea

€100bn has been used up;” says Johann
Wadephul, the CDU’s spokesman on
defence and foreign policy. “We'll have
paid for part of the F-35 fighter jets, part
of the infantry fighting vehicles, part of

e
child, starved of funds. Military hard-
ware was cither mothballed, sold off or
scrapped. One study by the German
Economic Institute (IW) found the
army had been underfunded relative to
Nato standards by at least €394bn
between 1990 and the early 2020s.

holz called ki i £

but not all. Thatswhy the
financing must be continued”

The lack of clarity on financingis a big
drawbaclk for arms manufacturers, who
are reluctant to invest in new produc-
tion capacity without an assurance of
future orders. “Industry needs to know
it has buyers — say a five or 10-year
plan with d offtake,” says

mony. In late 2022, he boasted that

Strack-Zimmermann.

‘We have
tobe
honest:

in terms
of materiel
and
personnel,
Germany
islagging
behind’

‘Will we
have to
cutthe
welfare
budget?
Raise
taxes?
The sums
justdont
add up’

“That’s especially important for the
Mittelstand [small and medium-sized
enterprises] who need certainty when
theyre hiring more people orincreasing
capacity,” she adds. “But right now
there’s no long-term offtake capacity in
thesystem.”

Military procurement also remains
a problem. Scholz’s government has
pushed through new measures to speed
up and simplify procedures, for exam-
ple by restricting the right of losing.
bidders to legally challenge the results
of tenders. Pistorius boasts that 55
orders for military equipment priced at
‘€25mnand above — arecord number —
were presented to the Bundestag
defence committee last year. This year,
e predicts, it will be even more.

“We’re really stepping on the gas,” he
told German TV last month.

But critics say the system is still too
slow. “Don't forget that a year after the
Zeitenwende [speech], industry was
saying that virtually no additional
contracts had been signed,” says Ulrike
Franke, senior policy fellow at the Euro-
pean Council on Foreign Relations.
“Somehow we are still caught in this
bureaucratic procurement nightmare.”

Meanwhile, Pistorius — who so far has
the strongbacking of the chancellor —is
still encountering resistance in the
system. “Sometimes it seems like he’s
tilting at windmills,” says Franke. “He
asked for €10bn extra for the 2024
defence budget and got €1.7bn. The
reality does not match the rhetoric”

hereis alsoa question mark
over one of Germany’s most.
ambitious plans — the sta-
tioning of a 5,000-man bri-
gade in Lithuania that will
be the country’s first permanent foreign
deployment since the second world war.

Experts say it s still unclear how it
will be formed. Potential recruits have
no sense yet of where their families will
beaccommodated, where their children
will go toschool or where their partners
canwork.

“You can’t fulfil your promise of
sending an operational armoured
brigade . . . to Lithuania without addi-
tional personnel and material,” Markus
Griibel, a CDU MP, told Pistorius ina
parliamentary debate last month. “The
brigade is so far not backed up with
sufficient money. This promise, too,
risksbeingbroken”

‘That goes to the heart of one of Pisto-
rius's biggest challenges — personnel.
Germany’s defence ministry plans to
expand the army from 183,000 active
servicemen and women to 203,000 by
2031 But that will be a gargantuan task,
especially considering Germany’s age-
ing population and deepening shortage
of skilled workers.

Even now, 20,000 vacancies must be

filled every year as professional soldiers
and voluntary conscripts leave the
service or long-serving officers retire.
Statistics show the number of applicants
forjobsin the armed forces is declining.

Yet calls on the Bundeswehr are only

expected to grow. Last year, Germany

offered to provide Nato with 30,000

\ troopsand 85 aircraftand naval ves-

\ sels within 30 days of any large
conflict, under the alliance’s New
|/ Force Model. But finding enough
" people to fulfil that pledge will,
according to Wadephul, be “extraor-
dinarily difficult”. Meanwhile, Russia
has shown throughout the Ukraine war
that it can draw on vast — though not
infinite — resources of manpower.

“We have to be honest: in terms of
‘materiel and personnel, we are lagging
behind,he says.

Holzdorf provides a striking visual
‘metaphor of the personnel shortage,
and the scale of the task facing Ger-
‘many’s military. At oneend of the 2.5km
airstrip, a single construction worker,
clad in bright orange overalls that
‘mark him out against the dark-grey
Brandenburg sky, toils with a shovel
shiftinghard earth into a pile.

Holzdorf’s commandant, Lieutenant
Colonel Sascha Bleibohm, has no
illusions about the challenges the
federal government faces in reshaping
Germany's armed forces. But he is
confident Berlin will stay the course.

“We see from the political side how
‘muchwill there s tomake thisa success,
Thave to say;” he says. “That's one thing
the troopsalsoall recognise?”

For Col Guntsch, the Zeitenwende
‘means that “we are finally being put in
a position to fulfil our mission — now
butalso in the future”. But his optimism
is tinged with 2 warning: “Security does
not come for free”

Data visualisation by lan Bott
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A flawed vote in Pakistan

The shocking poll result
is a repudiation of
military control

With lmran Khan in prison and his

month, hit 28 per cent.
The country’s debt burden has risen
rapidly, and it narrowly avoided a
default last year thanks to a $3bn bail-
outfrom the IM. The country of 240mn
needs structural reforms to reapits eco-
nomic potential, with close to 40 per

par stan's
pawerﬁumﬂmwmougmhadmhw
trated last week’s election in its favour.
It was wrong. On Friday, Khan — the
populist former prime minister and
national cricket captain — used an

cent livingin poverty.
But incpt, corrupt and unstable leader-
ship has hindered that. The meddling
military has n part

The election itself was marred by
irregularities including a delay in pul
lishing a final tally and mobile service
blackouts. PTI says it would have other-
‘wise won a majority. The US and EU are
right to call for an investigation into
claims of interference.

Khan is no purist. His rise to the pre-
‘miership in2018 was aided by the army.
He alsodemonstrated. ademgngm bent
while in office, usi i

AL ¥
speech from his cell. Independent can-
didates loyal to his Pakistan Tehreek-e-
Insaf party won just over a third of the
265 seats, in the decply flawed vote.
Although rival parties have now agreed
to form a coalition, PTT

the odds sends an emphatic message
from Pakistani citizens: they are tired of
being led by self-serving political elites
and the military’sarbitration.

‘The shock result comes as Pakistan
is mired in an economic crisis. Last

Although
partics have
agreed to form
acoalition,

P
agai

odds sends
an emphatic
message from

brother, and former premier, Shehbaz
Sharif to be prime minister. The PTI has
shown no interest in creatinga coalition
itself, and instead vowed to contest the
results, prove its majority and overturn
the charges facing Khan.

The election’s outcome ultimately
‘makes the country even less governa-
ble. The coalition will struggle for legiti-
‘macy. That is especially problematic as
Pakistanis likely to need new IMF loans
when its support expires in April, which
would warrant painful and unpopular
reforms if it is to avoid flirting with
default yet again. Protests over the
botched election will not.go away either.

‘There are no casy fixes for Pakistan's
long-standing economic and security
troubles, regardless of who is in power.
But empowering voters to hold leaders
accountable through truly free and fair
elections —without the military’s stran-
glehold — would be a start. With this
stunning election result, a long-term
reckoning over how Pakistan ought to
begoverned has begun.
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Elections threaten to upset
the EU's centrist apple cart
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five- tojailand! . His flip-flopping ~ “/17€0S
year term. Terrorist attacks havemade  on economic policy — such as back-
iteven difficult i cutting s4 idies —
Pakistanis hasal. pain.
economic and political malaise. The  Yet, with alternatives including the
number of seats won by Khan'sloyalists, Pakistan Muslim League-N party, led by
despitetheimpediments they faced,isa  three-time former leader Nawaz Sharif,
measureaf the people’sdisgruntlement. and the Pakistan People’s party, whose
Khan since last August rdari, son
—on charges ranging from leakingstate  ofslain premier Benai Bhuto, Khanis
— was part ined the vote for change.
of acrackdown by the military, judiciary lndecd‘ the PML-N and PPP have
and other political parties on the PTLin  proved more pliable tothe military.
which its staff and supporters were  ThePML-Nand PPP are scttoforma
roundly detai ith Sharif hi
fyouare
fothe FT’

FTs response fo your

Europe’s antitrust record is a matter of embarrassment, not pride

Rana Foroohar makes the point that
there is an ideological disagreement
between European competition

longest, and doing th The
Dlpla]Mark:‘lsActuLhe]mnst

enforcers and those in the US (“The B\ltLhﬁEU'slﬂugmd{mnrd of
US itrust divide”, with few actual
Opinion, February 5). accomplishments should be a point of
In Europe, enforcers mostly think | embarrassment, not pride. That failure

they’ve done a fine job. The director-
general of the Dircctorate General for

Competition, Olivier Guersent, argued
ina follow-up letter (February 7) that
no “radical revolution” was necessary
in Europe, because in “digital and tech
we are by some distance the antitrust

is why the EU enacted the Digital
Markets Act. US enforcement since the
carly 20005 has been weak. But in the
US, enforcers are changing their
philosophy; Donald Trump initiated
antitrust suits against Google and
Facebook. Senator Elizabeth Warren

agencies Joe Biden, as

the Digital Markets

wellas private ]lhgp.ms and chub].\cjm
state.

Admxy not change much. ngbes..

U enforcers “explitly” ejeccthis
new approach. In 2019, Margrethe
Vestager, the EU antitrust chief,
expressed shock at the idea of breaking
up Big Tech, saying that *to break up
private property, would be very
far-reaching”. Similarly, the chief
economist for the competition agency
in Europe, Pierre Régibeau, dismissed
Federal Trade Commission chair Lina
Khan as a “Don Quixote” style radical

short-handed for the first few ycms of
its implementation. Already Apple has
complied in 2 manner that maintains
its ironclad lock on its app store.

You can't change anythingif you
don’t learn from your mistakes. In
the US, we're trying to learn, European
competition thinkers less so. And that's
toobad.
Matt Stoller
Dirzetor of Research, American Economic

enforcer that has been acting for the proposed the break-up of Big Tech, and | doomed to failure. Liberties Project, Washington, DC, US
N - A band Brussels and Washington ;-;rd all of us and address ':-hc bigsocietal | Environmentalists and
ave increasingly borrowed hard- economic questions that are
right themes of national identity and ad idem ﬁghtlng Big Tech affecting consumers and citizens on farmers both need a say
inan up Contran both sides of the Atlantic. Yourleader on agriculture and climate
their electoral support. Rana Forochar (Opuuan. F:bnl.ary 5), Monique Goyens. change “The rise of agricultural
Co-operation between the hard and the US and the EU are both working to Director General, The European Consumer | populism” (FT View, February 6)
‘more moderate right will not amount tackle the excess power of large Organisation (BEUC), Brussels, Belgium appropriately addresses the role of the
toa formal alliance. But it is likely to companies in tech and other sectors. far right in stoking recent protests but
coincide with a more prominent rep- For many decades, the EU has used Could Nato bar President | doesn't look at the role of the Green
ince 1979, the year of the  resentation of the hard right in the regulation to great effect to tackle P ‘movement in creating the conditions
first direct elections to the e il Trump as a security risk? forprotestsinthe s lce
European parliament, sup-  bodies: the executive European Com- interests in such areasas telecoms and In view of Donald push for
portersof closer EU integra-  mission and the European Council, card payment charges. The EU has led warning Nato allies that he would haslﬂcnscd\m the environment,
tion have demanded more  whi i the world in terms of tackling the encourage Russia to do “whatever the | while little or no attention has been
powers for the assembly to improve  The larger the hard right’s gains in excess power of big tech companies hell they want” if alliance members given to those who pay the price. For
the bloc’s i and demo- its claim withi 1Data failed to meet defence spending t00long the challenges and solutions
eratic will b inthe new Protection Regulation, Digital Markets targets, might Nato member statesnot | have been defined as “us vs them”
reforms, c\l]lmnahng inthe2009 Lis-  commission, which will be appointed Act and Digital Services Act, soon to be be justified in barring him, i he is or “urban ve rural”.
bon treaty, granted the parliament a  after the vote. In the council, hard- followed by the Artificial Intelligence WWE Coul evt Dot 4 81 | Sected from i hould
bigger role in EU poli ing. It t partis dy a force in or Act. In antitrust policy, the EU and its S A e countries —as a security risk? beb\ultﬂn'.hm:pl]]ms—dlc
lacks the all-round powers of national  behind governments in Hungary, Italy member states, free of the restrictive Not only mi their own food supply and rural
legislatures in democracies around  and Sweden, with the Netherlands US focus on consumer prices, have security, it might m
the world, but it enjoys considerable  soon to follow and probably Austria, adopted trailblazing decisions against message to US voters who still have balance the demands of the
swayover virtuallyall EUactivities.  too, afteritselections laterthis year. thelikes of Google, Amazon, Metaand | consumer choice, i on and their ly shut and their fingers | environmentalists with the needs of
Now, with the 10th electi the  TheEUhas drifted Apple, which are now the subject of quality rather than simply price. While | jammed into their cars. Thus, come farming communitics. Only then can
ass:mbly four months away, it looks  migration and asylum polici actions by otherj greater hould continue to be November, this might help staunch the | governments build a united front to
turn for the i The EU’s guiding principle across placed on eff f d lobal securi le the chall f climate ch
first time into ahindrance to the EU's 2016, but this tread will surely be the board has been to uphold a laws we have, it is encouraging that the | created by Trump's comments. Robert McLeod
ambitions rather than a vehicle for amplified after the June elections. On competition enforcement standard USand the EUare now movinginthe | Richard Wolfram Principal, McLeod Consult
advancing them. At a time when therule of law, it may be harderto find based on broader values including directi work ich, CT, US Brussels, Belgium
Europe is grappling with Russianhos-  a majority in the EU assembly for a
tility, tensions with Chinaand the pos- ~ forceful line against a
perceived as a democratic backslider
suchas Viktor Orbén's Hungary.
The hard right could bein _ Climate change, on which the EU 00K he mere fact that themost |  Meanwhile, the rapidly expanding | screening locally under a 2021 film
T likesto portray itselfasa world leader, discussed television show | Asian film, TV and pop culture censorship law. Over the past months,
a position to l]ll]\‘dk‘ﬂl’ will also become a hotly contested ASIA sbmlll—[nngl(mgthls msrkmmsouthl(nres,]apsnsnd two of Hong Kong's most prominent
change policies inareas ~ 2rea- Laws adopted over the past five yearisa Thailand yricists abroad. And
. N ‘years under the EU’s Green Deal are starring Nicole Kidman | and mainland China has been carlier this month, a ]ﬁldmx
crucial to the bloc’s future  unlikely to be reversed, but the speaks volumes. Amazon Prime’s fostering its own of
expected shift to the right in the EU Expats, which contains scenes superstars. Kong abruptly cancelled asc]mdulcd
sibility of Donald Trump's return to  legislature may delay or derail the W hy H 0. ng recreating the financial hub’s 2014 ‘There's debate over Hong Kong drama performance of the Nobel
the White House, the EU electionsare  next steps needed to reach the bloc's pro-democracy protests isnoteven | becoming less & inner Dario Fo's
set to deliver a result with damaging  netzero goals. In a sign of the way the KO n :S Cl'n emad il i iving in the grows d Beijing, and | Accidental Death of an Anarchist, citing
implications for Europes cohesion,  wind is blowing, Brussels made con- g Chinese territory, sparking censorship | XiJinping’s political clampdown in the | “legal risks™.
influenceandstandingintheworld. ~ cessions this month to protesting . concerns. wakeof the 2019 protests hardly helps | Even Amazon's Expats was attacked
Across the 27-nation bloc, hard-  farmers on pesticide use, nature con- has go ne q uiet And i, the newly global influence. “Where s | by Beijing loyalists over the support
right parties are expected to gain  servation and targets for cutting agri- released szri:sﬁum'_hel-[\)ngl(nng the uniqueness that we can hold our | it received from the Hong Kong
enough seats to alter the balance of  cultural emissions. filmmaker Wong Kar-wai, who made | heads high and offer to the world?” e T e
powerin the parliamentinwaysnever  Another area to watch is trade, his mark with Chungking Expressand | Tenky Tin, a veteran city. Official their decision
seen since the EU's founding Treatyof ~ where a long-planned deal with the In the Mood for Love, s largely a andactor, asked me this month. of allowing Kidman to skirt the city’s
Rome in 1957. For decades, centre-  South American bloc Mercosur, ‘mainland Chinese production that The golden eraof Hong Kong films | tough Covid quarantine rules in 2021
right, liberal and centre-left pmy a]mniy in m:mb]c. ‘may be paralysed premiered on state TV. and Cantopop was in the 1980s and But Dominic Lee, a pro-Beijing
groups have ing EU legislature. It What happened to the days of iconic | 1990s, when directors such as Wong | lawmaker, said, “There is no way that
allowing it to push forward integra- wil be no easier to make progress on Hong Kong films and pop culture Kar-wai and actors like Tony Leung |- this reflects on Hong Kong positively,”
tionist policies that have often gone  the far-reaching institutional and influence, when the likes of Chow and Jackie Chan took to western referring to scenes of the 2014
farther than many national govern-  budgetary reforms required to makea Yun-fat and Leslie C theatres whil a pr movement recreated
ments reality of EU enlargement to the cast. onlocal and international screens? Leslie Cheung and Anita Muiled the | in the series.
Afterthe Juneelections, this centrist  Hard-right politicians dislike a Fran- There have been some d i I In comments that almost conjure up
majority will probably shrink. co-German initiative to expand domestic films in recent months. Last year, the Christmas holiday a parallel universe, top Hong Kong
majority voting in forcign policy and I enjoyed The Goldfinger, a thiller slump for Hong Kong films senta officials repeatedly rejected concerns

According to some pr:dlcuons, the
hard right will asmany as

nine countries and second or third in
another nine. The hard right will then
be ina position to impede or change
policies in areas central to Europe’s
nseof mission

thebudget national
vetopowers.
Erom the eurozone debt and migra-

tion crises to the Covid pandemicand
Russia’s invasion of \]kmmc, the EU
hasfought

The chief examples are migration
and asylum, the rule of law, climate
change, international trade, the EU
budget and the bloc’s proposed
enlargement into eastern and south-
eastern Europe. In such cases, the

in the past 15 years against a tide of
events that threatened to overwhelm
it. The difference this time is that,
after June, the centrist, integrationist
consensus that underpinned the EUs
efforts to meet these challenges will be

‘hard rig
or direction of EU policies by joining
forces with centre-right parties, which

tony:barber@ft.com

by Chan Ho-him

loosely based on one of the financial
hub's largest corporate scandals set in
the glitzy 1980s. Yet, the buzz it
generated is far from that of many of
its Hollywood counterparts.

Cantopop —a music genre sung in
Cantonese originating from Hong
Kong — has also struggled to expand
its audience recently. Spotify’s Top
200 charts for Hong Kong users saw
the proportion of Cantopop songs dip
from almost 80 per cent in mid-2022
to about half by the end of 2023 —

though still higher than before 2019.

‘worrying signal, with a 20-year box
offcelow. One reason isa surge i
in after

that censorship has restricted creative
freedom. Meanwehile, young

ﬂuecycarxaﬂlqv]ﬂ.llundnmbpmmg md\lstrywcr:stnvlngto']ﬂ:cpﬂlur
also means hoices for pop said Kenny Ng, a film
concerts outside the city. academic at Hong Kong Baptist

But with the sweeping national University. A new code is needed for
security law imposed by Beijingin Hong Kong’s emerging generation of
2020 that cracked down on civic filmmakers and pop stars. But
freed d silenced di 4 intics lingeri h

Y

another new security law in the future cast doubt on what that code
brewing, the long shadow on Hong should and can be.
Kong’s creativity remains. Domestic
films have been barred from public thomas.chan@ft.com
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ere is one measure af
America’s  d

The grip of America’s geriatrics

the birthday at which American
airline pilots must retire. The Senate
majority leader, Chuck Schumer,
is73. Its minority leader, Mitch McCon-
nell, is 81. McConnell's most senior
colleague, Chuck Grassley, who is 90,
recently put his name down to run
again in 2028. That means he is keeping
the option open of going on until he
is10L.
People are still stunned

pickle. The third-party
candidates lining up to
challenge the creaking
two-j are almost the

that Mitt Romney, 76, has chosen to
retire in the prime of his career. The
Senate standard-bearer of the US left
ie Sanders, who is 82. His

sameageasthe incumbents.

Joe Biden is 81. Donald Trump turns
78 in June. Their potential rivals are
all70 or above. RobertF Kennedy]r, 70,
Joe Manchin, 76, Jill Stein, 73, Marianne
Williamson, 71, and Cornel West, 70, are
cach thinking about entering the fray
as independents in one form or other.
‘The old ways have failed America, these
boomers are saying. Here are some
alternative old ways that you should
consider.

Or take Capitol Hill. The median
age in the US Senate is 65, which is

former rival, and sometime ally, is
Elizabeth Warren, who is 74. Who says
Bidenisan outlier?

At 58, the House of Representatives’
‘median age is slightly closer to Amer-
ica’s population as awhole. But it is still

most powerful bodies. Nothing is
quite so glaring, however, as the age
mismatch between America’s leaders
andits voters.

It is as though America went to sleep
and suddenly awoke in Leonid Brezh-
nev’s Soviet Union. The former Soviet
leaderwas75when he died.

‘What explains the grip of the old on
anation thatisso youngat heart? Part of

Telling old and
experienced legislators
that their time is up
takes gumption

it is the comfort of incumbency. There
are French civil servants with less job

badly out of whack. Just 7 per cent of
the US C below

security than US legislators. Because
of ing and i i

the age of 40. America’s median age is
38.9, which means that half its people

are younger than that.
There are questions — as there
ought to be — about the poor represen-

tation of US minorities in America’s

sorting, Capitol Hill has a shrinking
to contest. In

bigger the reputational risk to the
aspiring Brutus. That is why no one
dared take on the ailing Dianne
Feinstein, the Democratic senator from
California, who died in office last
September aged 90. She wasa political
legend. It would h d cruel to

mentally less sharp. If the choice is
between two old men, onc of whom
supports democracy while the other
openly threatens i, then it is no choice
at all. But there ate larger forces at
work here. It is no accident that the

point out her memory lapses in the
twilight of her life.

Telling the old and experienced that
their time is up takes gumption. Still,
there are millions ofliberals who wished
they were a little more insistent that
Ruth Bader Ginsburg, the Supreme
Court justice, had retired after she was
diagnosed with cancer. Had she bowed
out when Barack Obama was still
president, the Supreme Court tilt would

age

arcthe youngest. Millennials and gener-
ation Z are the least pro-democratic
generations in US history, according to
thepolls.

This is not typical of the young in
previous eras, who agitated for more
democracy, not less. Gen Zand younger
millennials are far likelicr to question
America's global military role, yet far
more comfortable with globalisation.
They are much more worried about

7 :

now be 5:4 against liberal than
6:3. She died at 87 with just a few weeks
leftof Trump's presidency.

Should Biden lose to Trump a
fortnight shy of his 82nd birthday in
November, he will turn into the

most cascs, the only way of cjecting
incumbents is by a challenge from
within their

The more venerable the figure, the

y-Itis
lmrdmtlnnk ufapanll:]ofml ageing
politician wagering his vigour on such
hugestakes.

To be sure, Trump is also old and

of diversity. They are also least likely
to bel:evc in Us exceptionalism. It

There is no need
for the Fed to
delay cutting
Interest rates

Claudia
Sahm

onsumer prices in the US
rose more than expected in
January, largely owing to
shelter costs. And while the
Federal Reserve’s preferred
inflation metric should be more benign,
this was a reminder that the path back

the young’s
T il i e
The observation may be fair. But it is
no joke. They have something to
say. Their minds urgently need to
bee }

edward luce@ft.com

Tories have
been servants
to statism

BRITAIN

Robert
Shrimsley

ritain’s Conservatives have
always had a complex rela-
tionship with civil liberties.
On the one hand they talk
loudly about individual fr:c—

individual and the state nudgingthe dial
towards those who look to gav:mmcnt
to tackle social problems. This has rein.
forced those figures on both sides; Dfﬂl!
political divide, such as Tony Blair and
Michael Gove, who talk about the need
forastrategicor active state. One exam-
ple is the way the pandemicis used to
justify greater NHS harvesting of
patient data. Other former ministers.
demandaction totackle obesity.

‘The coalition of Brexit Tories assem-
bled by Boris Johnson was

‘hile also allowing th b

the promiscs of a smaller state, for all
ek :

dom and rail
the other, they cheerfully wave Lhmugh
intrusive or illiberal policies.

Thus the party of personal freedom
hasin recent years introduced sweeping
restrictions on the right to protest and a
progressive ban onadult smoking,

In part this reflects a deeper divide
between what was once described as
u'xd.lnana.l liberalism and the more

on-Thames. Johnson’s core promises
were to spend more on policing, hospi-

teruse of data.
Yet whatever the for or

looms. Throw in the desire to clamp
dthe

Exnwnie

But creating bigger bumps in the rest
of the economy and financial markets
would be a mistake that the Fed must
avoid this year.

The good news is inflation has cooled
over the past months and is moving.
rapidly towards the Fed’s 2 per cent
target, the last month notwiths
So, the question is when and how much
theFedwill cut its policy interestrate.

Asis often the case, the central bank
has been intentionally vague. In an
interview, Fed chair Jay Powell said his
team needed to see “more good
data.. . It doesn't need to be better
than what we’ve seen, or even as;
e e e 7 T
implied that May was the carliest that
the Fed would even consider a rate cut.
We can expect them to want several
‘more months of good inflation data,
then, on top of several months of good
inflation data. Clearly, the bar ishigh.

The Fed is weighing rate cuts against
the backdrop of a strong economy.
Inflation-adjusted gross domestic prod-
uct rose 3 per cent in the fourth quarter
of 2023 relative to a year earlier, far
above the Fed’s forecast this time last
year of basically no growth. The unem-
ployment rate hasbeen below 4 per cent
for the longest stretch since the 1960s.
And all with substantial disinflation.

Keeping them high
until the labour
market cracks is

not acceptable

Some

downon i argu-

against, what is striking is just how
‘much agovernment that is publicly and

talsand policy
to foster growth in the north. More
recently, some Tories have called for
action to boost the birth rate. Liberal
Tories have watched the party slip its
‘moorings and often unwittingly play
handmaiden tostatism.

Nowhere d contra-

opposed to a national D
hasd h .

The pros and cons of these plans can
be debated. The point, however, is that
the Conservatives aresteadily and unin-

I o T G

o B d socially
tive forces in their party. T}us isthe hlgh
pristess of cconomie growthsecking a
deal with her own party’s

the dubious Phillips curve that says to
get inflation down, nncmp]oym:nt
mustrise.

coalition. Truss's unifying umbrella is
immigration crackdowns and resist-

that was wrong; instead, high inflation
waslargely duc o Covid-related disrup-

try form pushing : ti inding. Plus, 2019 had
Recent Tory measures have included  of ID availabletoall. “woke” social attitudes, nct zero and o gn)wtll and unemployment
compulsory voter ID at polling stations _ Whether by physical card or digital  nanny-state health policics. along with less than 2 per centinflation.

and immigration laws that demand

fumlat a nauona] ID scheme seems
Labour’s Yvette

employers checkson
i work, a

ian Toryism.
A happy compromise has tended to be
that Conservativesare comfortable ban-
ning or regulating activities that are

dictions more perfectly highlighted
than in the issue of national identity
cards, which many Tories viscerally

to involve dim

view of| into their

D hasfluctu-

own lives. They do not mind curbs on

ated, bmmppam are encouraged by
blith.

pr they y
but do not wish to be ordered to lose
weight or buy an clectric car.

For many critics, the Covid lockdowms
destroyed any Tory reputation on civil
liberties. But regardless of whether one
shares that critique of theresponse toan

of the tech compa-
nies’ harveﬂmg of personal data, aswell
as by potential practical benefits suchas.
those shown by the Covid vaccine
app. Blair, a longadvocate of such cards,
now calls (with a former Tory leader,
William Hague) for adigital D instead,

casta

your phone
i

which would be instantly eased by a

national ID scheme. The plan by Prime

Minister Rishi Sunak to progressively

ban smoking means even middle-aged

adults will eventually need to prove

their age when buying cigarettes. More
i ffication for online sit

Cooper has previously ruled out an ID
card as part of the party’s immigration
policy, but more recently the party has
been non-commit

Similarly on health, if a Tory leader
can ban adults from smoking it is not
hard o see Labour pushing forward

That her agenda is seen as inimical to
the Tory leadership is indicative of how
policy has shifted. The upshotis that for
good orill and from ID cards to health
policy, lawand order and even spend-

Finally, the Fed has a dual mandate of
low inflation and low unemployment.
Keeping rates high until the labour
‘marketcracksis not acceptable.

At the end of last year, the Fed disa-

ing, Tories have et the

vowed the n

away fromthe e
; ild

growth
down. Now, the central

Conser froll-
ing back the frontiers of the state and
i s ding, but their direc.

For good or ill,
the party has let the
pendulum swing away
from the freedom caucus

with sugar
onjunkfood.

Such crosion of small-state ideals is
one reason why the otherwise comical
launch of Liz Truss’s Popular Conserva-
tism group matters more than might
appear. We are watching the real-time
realignment of the Tory party as cco-

nomic liberals try to find common

tion of travel has been steadily in the
opposite direction. So when in the next
parliament they find themselves railing
against the overweening “strategic”
state, someone should remind them of

their part in buildingit.
robert.shrimsley@ft.com

Wiping out bad data will not solve Chinas economic woes

Eswar
Prasad

acknowledging the difficulties that

tosend a message that the economy’s
vmwr ‘had stabilised, any

He indicated that the g

would take resolute measures to revive
growth and ensure economic and finan-
cial stability. This speech generated
th: that the government understood

rough patch, with deflation
becoming entrenched, the
stock market cratering and
capital flowing out of the
country. Deteriorating animal spirits
are making things worse and the gov-
ernment seems to have decided it needs
to control them — by eliminating data

of the challenges the
emnumy faced and would take strong
actionstostem the rot.

But then the drumbeat of bad eco-
nomic news continued amid a tepid
policy response. Worse yet for China,
this was all happening at a time when.
the US cconomy keeps firing on all
cylinders.

dbysquelch-

By thetis ierLi Qi i
h at Davos last month, th

ment scems to have decided that only

remained welcoming to foreign busi-
nesscs and investors. These words have
doneli cither

confidence and financial markets have

of these frameworks, including making

Of course, every
spin economic data in a positive light.
Stil wiping out bad daia,along vith

‘This comes on the heels of measures
to suppress data that convey bad

When the biggest problem
is lack of confidence in the
government, such actions

are likely to backfire

_ Atatime when the bigsest pmblm
islack

news. When fertility rates started falling
2 5

in the government, such actions are
likely to backfire and make things
worse. Unrealistically positive rhetoric,

positivity was His speech

afew

tive sentiments x'bmlt the economy, is
hardly likely to inspire confidence. This
h 7

triesto  rencyand initi-
ative, have been derided as ambitious

butempty slogans.
fanynega-  But they did measures

bank vi
“luxury of time” to build confidence in
inflation. The logic is different but risks
a recession, which is what pro-Phillips
curve commentators think we need.
The risks are real. The federal funds
rate isup 5.25 percentage points within
two years, and that has put pressure on
the housing market. In fact, the Fed is
pushing up home prices, because the
people who have low, fixed-rate mort-
gages are unwilling o sell. So new home-
buyers are grappling with higher mort-
gage rates, high home prices and alack
of homes to buy. So far, the rest of the
economy has been able to keep the
weakness in housing from spreading,
but that is not guaranteed to continue.
Another risk is financial markets. The
Fed’s rapid, large and unexpected rate
rises since 2022 have strained credit
markets and banks. So far, borrowers
and lenders have navigated them. But,
as the dramatic failure of Silicon Valley
Bank shows, this environment punishes

that were positive for China's cconomy
and ponted toacleardirecton orpol

ostensible good news. When Li Qiang
announced at Davos that China’s econ-
omy had exceeded the 5 per cent growth
target for 2023, it was met with scepti-
cism.

The government’s attempts to send a
positive message while simultaneously

- missingof
e in the

bad or decisions.
1It’s hard to say where the pockets of
weakness are now, but the longer rates
stay high, the more the Fed risks seri-

government has slumped, a lot more
will be needed now — not just a clear
fthe inten-

y

Several officials have said the “worst
osible outome” ould be for the Fed
ing and then have to raise

tions but also concrete actions such as
fiscal support for the economy, espe-
cially directed u)wm'ds ‘households, and

~handed i

ade fe fimmedi-

the downward economic and financial
spiral are further hurting confidence.
Curbing short selling in stock markets,

The
only erypticreferenceto any short-term
challenges was to advise the audience

force,
stopped releasing that data. When
youth unemployment rates surged last

officials hardly address the fundamen-
tal problems responsible for the eco-
e malaioe sl eight only g

ate policy changes bolskrmg private
enterprises.

Stiflingbad newsand trumpetingonly
positive rhetoric is no substitute for
action in solving China's problems. Itis
time for the government to acknowl-

which s at odds with the realities that t ing the Chi - year, the and might edge the
Chinese h 1ds and omy requireda icview“tosee  those data as well. Now itis publishing bate panic. with a clear policy agenda backed by
cxpmenmlg. |s lmdlydm solutionto  the whole pmurc in an objective and  unemployment data with supposed To turn thi d, China would i

mannerandtruly grasp  “improvements” thatshowlower youth o well to revive aplaybook it has used

m the end of 2023, President Xi
Jinping gave a speech explicitly

here itisnow isgoing”

China's government clearly wanted

rates but that are scen
as less credible. Data about consumer

in the past — announcing a reform

The writer is a professor at Cornell Univer-

framework and it. Some

mm if inflation picks back up. It'san
odd, albeit unsurprising, worry, since
the Fed has a history of “policy adjust-
ments”. The world changes and so does
policy. But the world has changed with
notable disinflation, and the Fed is not
changingits policy.

From its start, this cycle has had little
to do with the Fed. We are so close to
unwinding the final Covid disruptions.
Now it is not the time for the central
bankto dragits fect on rate cuts. Itis the
time for the Fed toget outof the way.

The writer is a former Federal Reserve
economist
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Standard Chartered:
drastic action needed

In Hong Kong, Standard Chartered’s
headquarters is squashed next to
HSBC's. That reflects the bank’s
smaller stature against a rival 7.5 times
its size in terms of market value.

‘The London-listed lender has long
targeted Asia’s fast growing economies
— and long failed to live up to that
high-growth potential. Its shares have
trailed far behind those ofo'.hcr Asian

more focus on reviving shareholder
returns. StanChart’s cost of equity is in
the mid-teens but even optimists
expect only low double- d:gn returns on
its tangible equity.

WeWork: Neumann’s grand vision
Work-from-home policies have reduced demand for office space, leaving WeWork struggling with high costs
and emptier ﬂfﬁnes Last year, rrfled for bankruiﬁc‘{ Rival IWG has also reported losses but claims rising

demand for

‘WeWork losses
Annual net income ($bn)

profitability should be a priority.
Talk of restructuring its institutional
banking division, to separate the
financial trading unit from commercial
banking, may yield some savings but
won't abvm\lsly achieve much more.

it has taken over some WeWork sifes.

Differing fortunes of similar businesses
Share prices rebased in £ ferms
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e e e
such as digital bank Mox, seems ripe

banks. Since chief

for

‘Winters took over in June 2015, the
stock is down 43 per cent.

The bank’s 4.6 times price to forward
earnings multiple reflects doubts about
the banl’s future profitability and,
perhaps, its current structure.

Next weels earnings is the obvious
moment for new chief financial officer
Diego Di Giorgi to announce more
drastic action. Something is sorely
needed to unlock the latent value of a
bank trading at half its net asset value.

Management changes are already
afoot. The bank has begun a search to
replace chair José Vifials in 2025. The
Financial Times has reported possible
candidates. Some — such as Charles
Roxburgh, farm:r UK Treasury
‘mandarin and McKinsey partner — still
reflect the banks necd to play nicely
with regulators. Five years ago, the
bank agreed to pay US and UK
authorities $1.1bn for clearing illegal
transactions for Iran-based clients.

But the next chair needs much more

could add more than $400mn to
StanChart’s full-year pre-tax profit,
pointed out Jason Napier at UBS. But
the unitisn’t forecast to wash its face
until 2027, according to Visible Alpha.
Higher dividends — the bank yields
less than 3 per cent — and more share
buybacks would help. But with current
common equity tier one capital ratio in
the middle of its targeted range of 13to
14 per cent, there is little excess capital
to hand back to shareholders. Keeping
regulators sweet still matters. But those
most in need of sugar are the bank’s
return-hungry shareholders.

Lyft: small margin rise
still counts as progress

A mere 50 basis points can be a pretty
decent outcome, too. Si

rideshare company Lyft ,ump<d more
than 30 per cent y:smday The rise

has plenty of that as an ex-IMF man.
His replacement will need to put far

StanChart trails peers

Prices rebased

= Standard Charfered
- MSCI Asia Banks Index
MSCI ACWI* Banks Index

i

110

105

~— 100

eb 2023
* Allcountry world index.
Source: Bioomberg

came after an

previous evening, when a press release
detailing fourth-quarter earnings
shared 2024 guidance that originally
included a forecast of its ebitda margin
soaring by “500 basis points”.

In after-market trading, Lyft shares
quickly jumped more than 60 per cent.
The company then backtracked,
correcting the margin uplift to just
50bp, or a half percentage point.

Administrative controls aside, Lyft
may still be turning a corner. It has
been badly outpaced by rival Uber,
whose market cap has reached §140bn
(Uber yesterday announced a $7bn
buyback scheme, a figure exceeding
the overall equity value of Lyft).

Lyft says that in 2024 it will reach a
full year of positive free cash flow for
the first time. If all goes according to

*12 months fo September 30

When office rental company WeWork
filled for bankruptcy last year,
founder Adam Neumann described
its collapse as “hard to watch from
the sidelines”. He did not stay there
for long. Neumnann has plans to

T T T T T T T T
2016 2017 2018 2019 2020 2021 2022 2023"

FT graphic. Sources: Capial IQ/company; LSEG via markefs ft com; CBRE

and created residential letting start-up
Flow with backing from VC firm
Andreesen Horowitz. WeWork

went public via a Spac, reported
ballooning losses, and filed for Chapter
11. Tits equity is near worthless, and it is

$ per square foot per annum

Year-on-year % change
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market, prices are down 11 per cent
since interest rates started torise in
March 2022.

TWG, which also has a shared office
brand called Spaces, has not reported
positive net income for the past four
years, though its shares have
performed much better of late.

Cheaper refits and limited shared
space might help WeWork break even

Lending th

po:

them. Something of an oddity in an
industry beset by teething problems
and shrinking forecasts, it does what it
says on the tin.

Its first quarter, ended in December,
showed deliveries on track, a growing
order book, and an increase in the
number of projects it hopes to capture.
Not that it is making money yet. Thin
'margins and rising ramp-up costs
contributed to operating losses, but
these were widely flagged. Indeed, its
results were a lone bright spot in
Thyssenkrupp's challenging quarter.

‘What makes Nucera different? The
first point is that — unlike smaller,
flexible electrolysers — its hulking
alkaline machines are designed for
industrial applications such as refining
and steelmaking. In its order intake,
Nucera won contracts from Swedish
producer H2 Green Steel, and from a
Shell project in the Netherlands.

That is helpful. Green hydrogen’s
suitability for many applications is
increasingly questioned. Yet in the
industrial space — whether to replace
existing hydrogen production or to
provide feedstock for processes — its
role is more secure.

regain control of the company. to wipe out over $4bn of debt
The poor state of the commercial | and jettison or renegotiate nearly all of
property market does not inspire its leases.
‘much hope for a turnaround. Founders who leave under a cloud
A recap: Neumann founded can go on to win investor market
WeWork in 2010 and turned it intoa | backing. Still, Neumann i
global brand with a $47bn valuation. | case. He has a poor relationship with
He was ousted in 2019 after a WeWork investor SoftBank, the
disastrous li di

e e et
consciousness while revealing annual
Losses of $1.9bn and future lease
obligations of more than $47bn.
Since then, Neumann's fortunes
have eclipsed WeWork’s. He departed
with an exit package of about $1bn

Careful observers might have
clocked that the original 5 percentage
point ebitda margin increase was
entirely preposterous. Lyft's current
ebitda margin, as measured against
total booking volume, is just 1.8 per
cent. Even Uber’s is just 3.4 per cent.
These thin margins — a $10 fare only
results in 20 or 30 cents of company
operating profit — demonstrate that
the companies require a massive
volume of rides to be profitable.
‘Moreover, Lyft for now can only
aspire to turn half of accounting-based
ebitda into actual free flow. A smarter
Alin the future will presumably tell
algorithmic traders that if a press

plan, should give way
to f triumph.

erroncous, it probably is.
For 2023, Lyft had gross rideshare

Sourcing
mvesmrs for another shot at running
the company will be difficult. The
model for co-working has not yet been
proved. Phus, remote working has
curbed demand for office space.

The IMF has warned that in the US,
the largest commercial property

volume of $14bn while Uber hit 10
times that. But just under half Uber’s
figure comes from food delivery.

Lyft's stock price is, even after
yesterday’s bump, still off 80 per cent
from the high around its 2019 listing.
Given its modest cash generation, that
valuation may still be elevated. Some
of yesterday's ally is likely to be driven
by hedge fund short-covering.

Consumers have felt the pinch as
rideshare services no longer have
venture capital dollars to subsidise trip

ypan)
rental income with landlords instead
of leasing space — a capital-light
structure — is another possibility.

But WeWork made its name with
eye-catching city-centre offices, rapid
expansion, and a goal of changing the
‘way the world works. The prospect of
amodest, lim WeWorkis unlikely to
sit well with d n

's second advantage, in a
nascent industry, is that it is
emphatically not a start-up. While its
alkaline electrolyser technology is new,
it is rooted in the older, chlor-alkali
chemical process, which still makes up
almost 40 per cent of revenues.

Similarly, while the group is newly
listed, it has  pre-cxisting global
capacity of IGW, out of

for himsclf o the company.

Hydrogen: starting to
navigate the hype cycle

The hype cycle posits that a new
technology will generate excitement
and high expectations, which tend to
end in bitter disappointment. From
that disillusionment, a more realistic
way forward may emerge.

Hydrogen, the energy source that has
produced more hype than heat in
Tecent years, is starting along that path.
El ‘maker

fares. Instead, p
demanded efficiency and at least
modest profits. Lyft's survival ensures
sustained competition for Uber. Inthe
meantime, Lyft would be wise to invest.
in its financial communications staff.

Nucera sketches out the way of things
to come. The €2bn group was listed in
July 2025 by Germany's Thyssenkrupp
and Italy’s De Nora, which still own.
three-quarters of the shares between

about 8GW existing. That enabled it to
secure the biggest hydrogen project in
the world, Saudi Arabia’s green Neom
city, which accounts for more than 80
per cent of current revenues, according.
to Martin Wilkie at Citigroup.

Nucera's progress has been cold
comfort for investors. The stock is
down by a third since the IPO as
excitement drained from the wider
sector. Stricter conditions to access
subsidies in the US, unveiled at the end
of last year, have not helped.

However, in an industry likely to be
buffeted for some time to come,
Nucera is at least showing what might
be left once the hydrogen hype
subsides.
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Scan the QR code fo
access FT crosswords
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ACROSS

1 Animal quaffing fine bubbly (&)
5 One's clasped children briefly In front of
church 6)

9 Fair friend crosses Polish river (8)

10 Standing in street, a long tooth filed down

®)
2 Alcoholic mixture s taken: be prepared!

5 Love concealed by evll speaker (5)

4 Champion here again (4)

16 Tackle sfarfer of coronation chicken —
here? (1)

19 Metric measure in the race put right ()
21 Kind, a little generous or thoughtful &)
2% Money earned, a third gained (5)

25 Splash in sea, Toward waves (4,5)

27 Rodin' Initial, one efched info decorative
curio (6)

28 Lean meat cat originally buried in ofher
gardens (53)

29 Thingummyig that's old and black
swallowed by fish (6)

30 With fire, tyre and wheel ultimately
exploding (8)

DOWN

1 Food cut by three-quarfers, Christian
pacificts starve (6)

2 Worn-out skin on largish foad, mottied
an

3 Hack perhaps impressed by author,
seemingly (5)

4 Egg and cream for carp (7)

& Earth-breaking machine that may go up
and down? (9

7 Total dismissed, one side (8)

8 Group o losers is on vegefarian diet, by
the sound of 12 (-5

N1 Drink part of bottie (&)

15 Shade of white, as one browning chicken?
@

7 Peppered steak's surface we found
covered In house wine (8)

18 Seffing sur's first air, once hazy (8)

20 Utimately where China Is, point — this
way &)

21 Cider, as fermented for cockfall (7)

22 Confirm where bowler might be seen? (6
23 Dirty colour primarily, red (&)

26 Blubber by the sound of it — that's what
this has! )+

Get the business insights you need to succeed in Asia

Visit asia.nikkei.com

JMN STRATEGIES

FT STRATEGIES IS
THE DIGITAL GROWTH
CONSULTANCY FROM
THE FINANCIAL TIMES

135 years after our first edition, the Financial Times
has, through a dynamic transformation, stood the
Tfest of time. Staffed by the experts who transformed
the business, FT Strategies is the digital growth

consultancy from the FT,

We've worked with over 500 organisations
worldwide helping them drive customer loyaty,
increase lifefime value, build best-in=class digital

capabl

ies and future-proof their businesses.

We are known for supercharging customer growth
through transformation strategies from conception

10°execution

FT Strategies =

powering your customer.growth.

ftstrategies.com




