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Gaza distress
Patients flee
hospital raid

Children rest in Rafah in the southern
Gaza Strip yesterday as evacuated Pal-
estinians arrive from Nasser hospital in
Khan Younis after Isracli raids on the
compound where thousands were
sheltering,

Gaza’s health ministry said Isracl had
launched a “massive incursion” at the
enclave’s last big medical facility, order-
ing healthworkerstomove patients.

“Many cannot evacuate, such as those
with lower limb amputations, severe
burns or the elderly” the ministry said.

The Isracl Defense Forces said they
had “credible intelligence” that Hamas
held hostages in the hospital, where
they “appeartobe operatingfrony”.

The UN has repeatedly warned that
Israel’s offensive has pushed the
enclave’s health system into a state of
collapse, with severe shortages of basic
‘medical supplies and equipment.
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» Founder sues JPMorgan

over fintech they both own

Haris Karonis, founder and chief

exceutiveof afinancial technology

businessco-owned by JPMorgan,
legal pr i

against the Wall Street bank over
what he sees astacticsto suppress
VivaWallet'sgrowth.— race s

» Trump trial goes ahead
The Republican frontrunner will
become the first former US
president to face a criminal trial
aftera New Yorkstate judge
declined to dismiss the “hush
moncy” case against him.— pac 2

» Citi tracks bankers’ calls
Citigroup has started monitoring
'how many calls its private bankers
aremaking to affluent clients as
theUS lendertriestorevitalise its
wealth management.
business.—paces

» Mbappé heads to PSG exit
Kylian Mbappé hasttold Paris

leave the Qatar-owned French

ROULA KHALAF, BEN HALL AND
HENRY FOY — BRUSSELS

this month. It will need tobe approved
by national capitals, some of whom may

Brussels should i Burope’s

by th

and promote uonsa]ldnnun, the presi-
dent of the European Commission has
said, as she warned that the “world has
gotrougher”.

Ursula von der Leyen said Brussels
‘wastapping into its experience of using
taxpayer cash to boost the production of
Covid-19 vaccines todevelopits defence
industry strategy.

“We have to spend more, we have to
sp:m‘l better, we have to spend Euro-
pean,” she said ytsterday in an inter-
view with the Financial Tim

The plan to boost. Eumpt s military

trali o

EU officials are keen to maximise
member states’ significant increase in
military spe)ld.\ng smct Russian Presi-

of Ukraine to create a larger, more effi-
cient European defence industry.
“We have a very

market and that needs to change,” von

“We have to spend more,
we have to spend better, we
have to spend European’

champions thissummer, asthe
° ‘marketable football starenters the
next phase of his career.— pace 2
Brussels must fortify defence sector for| G
The European Commission has
¢ ) downgradedits pm,ecnnmfmm
and eurozone growth th
a rougher world’, von der Leyen warns | &=
(] economicactivity. It forecast that
inflation would halve.— pace 2
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warned of the need for cost cuts
despite rising profits, with the
der Leyen said. “What is the compe-  vaccines and gas,” von der Leyensaid.  budgets could be cut. EuropeanNato | industryheadingintoa “turbulent
tence ofthe commission? IUs ndustry. e proposal would help streamline  members, most of whomare nthe EU, | - year” of economicand political
This is our b . We are an ena- ind which this it AGE T
bler, notabuyer”” is la:xcly divided on nationallines,and  year on defence, the alliance said this
Speaking on the eve of the Munich ~ encourage i European  week, 230bn in 2014. » Modi dealt funding blow
Security Conference, von der Leyensaid  products, rather than buyingfromthird ~ The potential re-election of Donald | India’s Supreme Court has struck
Brussels needed to ensure the conti-  countries such asthe US. T i l: d down the main ism for
le invasion s defence industry could respond  “We need to improve the return on  Europeans over the possible weakening | donationsto political parties,a
tothe itical threat. here in the EU,” von der  of i decisi
Proposals in the commission’s plan  Leyen said. “We need a fair share of  “It is the element of protection that |  Prime Minister Narendra Modi as
def include usis EUbudgettoincrease  European rzxpayu money spentinside  matters . .. For 20, 50, 40 years, our national electionsnear.— PAGE &
i o — peace was about integration and peace
for weapons signed by member states,  “We slmn]d Work with incentives so _ within Europe. Nowforthe first timewe | » Airbus reaches higher
as well as guaranteeing that production  that it is better for member statesto are speaking about protection fromout- |  The European acrospaceand.
willbebought, officials said. work together,” she added. “Say you side” saidvonderLeyen. defence group plansto deliver
That borrows from the commission’s  want anewtank? Well, huddle up!” “We understand the warning signs |  more planesthis year, cementing
push to roll out coronavirus vaccines,  Almost two years of Russia’s war ~ and The call itslead ‘h-rival Bocing
which resulted in a surge in European againsl Ukrainc has shattered decades up. . isthercand has o be answered.” evenasit contends with persistent
production, as well as to purchase gas inent and a genera- page?2 ‘supply chain challenges.— pAce s

industrial complex:in the face of ising
threat

Ursula von der Leyen

jointly within the bloc. “We did this for

ton of political thinking that defence
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Egypt’s richest man looks
at breaking up his empire

Nassef Sawiris is considering a radical
overhaul of the business at the core of
his $8bn fortune, Dutchlisted fertiliser
and chemicals group OCL His NNS
Group family office’s portfolio includes.
Aston Villa football club and a stake in
Adidas. But pressure from US activist
investor Jeff Ubben has sparked a
$7bn flurry of asset sales that could
end with Sawiris breaking up his main
holding at OCI, offloading its parfs and
pursuing acquisitions in new indusries.
Sawiris reviews future » pace7

Private equity should share its wealth
with workers, says pension fund Calstrs

JOSEPHINE CUMBO AND WILL LOUCH
NDON

Private equity executives should
“share the wealth” they create with
workers at the companies they buy,
according to the investment head of
Calstrs, the giant US pension fund that
is one of the world's biggest investorsin
thesector.

The comments from Christopher Ail-
‘man, outgoing investment chief at the
$327bn fund, come after a decade of
rapid growth in the buyout industry in

ningoflast year, as the assets they man-
agecontinue toswel

“Private equny has not shared
enough revenues,” said Ailman, who
pioneered Calstrs’ move into private
equity two decades ago and now holds
$50bn in the asset class, in an interview
with the Financial Times.

“It’s great they make money for our
retirees — who are teachers — and for
other funds,” he said. “But they need to
also share the wealth with the workers
of those companies and with the com-
munitiesthey investin.”

Ai &

which many dealmakers have made
large fortunes from the hefty fees they
have charged investors such as Calstrs.
The founders and top cxccutives at
groups such as Blackstone, KKR and
Apollo Global Management have
enjoyeda more than $40bn increasein

as the pri-
wvate equity industry faces increasing
pressure from regulators, campaigners
and investors due to its growing influ-
enceoverthe American corporate land-
scape and a series of scandals involving
workersat businesses they own.

the US employ 12mn people, according
tothe American Investment Council.

Calstrs, which has increased the share
of its fund in private equity from about
10 per cent in 2020 to almost 16 per
cent, has been criticised by campaigners
overits investments with Blackstone.

PSS, a sanitation business owned by
the private equity group, was ordered to
stop using child labour after a 2022
Department of Labor investigation.
Blackstone said that it “stands unequiv-
ocally against child labour violations”.

Ailman said the industry had “created
a backlash” against it and “needed to do
abetterjob”.

CGroups including Apollo, TPG, War-
‘burg Pincus and Advent International-
‘have committed to a plan called Owner-
ship Works, seeking to create more than
$20bn inwealth for workers by 2030.

thevalue of their shares since the begin-  Private equity-backed companies in ~ Gillian Tett page 15
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Stormy Daniels affair

Trump ‘hush money’ trial given go-ahead

Ex-president first to face
criminal proceedings after
dismissal motion fails

JOE MILLER — NEW YORK

Donald Trump will next month become
the first former US president to face a
criminal trial, after a New York state
judge declined to dismiss or delay the
“hush money” case brought against him
over payments allegedly made to the
porn actress Stormy Daniels in the
lead-uptothe 2016 election.

Trump, who is the frontrunner to be
the Republican nominee for president,
sat in silence at the hearing yesterday

Jndge overseeing the separate clecuan
case in

the ques-

presidential primary ted
“electi the court.

Manhattan court would begin klccllng
ajury on March 25, for a trial expected.
tolastsix weeks.

Trump's attempt to dismiss the Man-
hattan criminal case, which his lawyers
had argued was “politically motivated”
and unconstitutional, was wholly
rejected by Merchan. The judge wrote
that the indictment’s claim “that the
defendant paid an individual $130,000
to conceal a sexual encounter in an

Blanche further argued that the trial
should be delayed because a jury pool
would be tainted by the coverage of
writer E Jean Carroll's civil litigation in
Trump said the hearing
was ‘rigged’, adding: Tl be
here during the day and
campaigning at night’

016
clection and then falsified 34 business
records to cover up the pay-off” were
“seriousallegations”.

Tndd Elanche. a lzwyer for Trump,

Manhattan federal court against the
former president, in which Trump was
found liable for sexual assault and defa-
‘mation and ordered to pay a total of

The
uonsthn(wnnldbc ukd tovet potential
jurors, pointing to the complexity of
picking an impartial panel for a trial
against a figure as polarising as Trump.

The Manhattan case will be the first of
four criminal cases against Trump to
reach trial. By the time it begins, he is
likely to have attained an unassailable
lead in the Republican primaries,
putting him in position to challenge Joe
Biden in November’s election.

The indictment claims that Trump
improperly recorded repayments to his
lawyer Michael Cohen for the tens of
thousands of dollars he had personally
paid Daniels on behalf of the campaign
less than two weeks before Americans
went tothe pollsin 2016,

Bragg’s team says that while the
underlying offences of falsifying busi-
ness records are usually less serious
‘misdemeanoursin New York state, they
should be elevated to elony charges as

Hamas conflict
Israeli forces
destroy part
of Gaza’s last
big hospital in
hostage push

MAIKHALED — GAZA
AANDREW ENGLAND — LONDON
RAYA JALABI — BEIRUT

Israeli forces have raided southern
Caza' : :

The case, brought by Manhattan di
trict attorney Alvin Bragg last April,
stems from a years-long investigation
into a “catch and kill” scheme allegedly
carried out by members of the Trump
mmpmgp toidentify and si

they
P e Flie

part
of th das they searched for

ceration and financial penalties. After
the hearing, he called the proceedings

“rigged”, adding: “Tll be here duringthe
night”

hostages and Hamas fighters.

‘The raid came a day after Isracl ordered
of people sheltering in

where Judge Juan Merchan
that, after consultation with the federal

damages. Merchan

ot scheduling a tral during the

rejected therequest.

who
illicitaffairswith the pmpenymag\ll

Additional reporting by Stefania Palma in
Washington

EU economy
Brussels cuts
forecasts for
2024 growth
and inflation

PAOLA TAMMA — BRUSSELS

The European Commission has down-
graded its projections for EU and euro-
zone growth in 2024 as high interest
rates weigh on economic activity and
forecast that inflation will halve from
last year’s highs.

‘The commission said in an outlook pub-
lished yesterday that it expected gross
domestic product to rise 0.8 per cent in
the eurozone this year and 0.9 per cent
in the EU, down from 1.2 per cent and
1.3 per cent respectively in its autumn
forecast.

Annual eurozone inflation would
fall to 2.7 per cent this year from 5.4 per
cent in 2023, it said, a steeper drop
than to the 3.2 per cent rate previously
predicted.

“The rebound expected in 2024 is set
to be more modest than projected three
‘months ago, but to gradually pick up
pace on the back of slower price rises,
growing real wages and a remarkably
strong labour market.” said Paolo Gen-
tiloni, the economy commissioner.

Markets expect the European Central
Bank to start cutting interest rates this
year, possibly in April, from their record
high of4 percent.

But ECB president Christine Lagarde
warned yesterday that “we need to be
‘more confident” inflation was on track
to hitits 2 per cent target before consid-
ering cuts. “It will take data, it will take
‘more time . ... The last thing I want to
see is making a hasty decision to see
inflation rise again and have to take
‘more measures,” she told the European
parliament.

The commission said growth was
expected to pick up in 2025, risingto 15
per cent in the eurozone and 17 per cent
in the EU. Italsorevised output for 2023
down to 0.5 per cent in both m'cas, fol-

lowingstagnation in the last qu:

Inflation expectations were revlsed
downward as energy and other com-
‘modity prices have fallen faster than
expected. Eurozone inflation expecta-
tions for 2025 remain unchanged and
slightlyabove targetat 2.2 percent.
Additional reporting by Aiden Reiter in

London

New goals
Mbappé to
leave PSG

hose d

Kylmn Mbappé has told Paris Saint-
rmain that he intends to leave the
owned French

people said, as the club aims to shift
from astar-driven approach to one
ffort. He costs

summer, according to two people close
the club, as one of the world’s most

‘marketable football stars prepares for

the next phase of a glittering carcer.

Mbappé, who helped France to
World Cup victory in 2018 and a
runners-up medal four years later, is
the latest star to leave the French club,
following the departures of Argentina's
Lionel Messi and Brazilian Neymar last
summer. The 25-year-old signed for
PSC from AS Monaco for roughly
€180mn almost seven years ago.

The striker, who grew up in a poor
suburb of Paris, is one of a handful of
players who makes headlines beyond
his sport. When Mbappé previously
flirted with joining Real Madrid,
French President Emmanuel Macron
intervened to convince him to slay

PSC declined

Kylian Mbappé,
comes at a crucial time for PSG-
and will be a blow to France's
top football tier, Ligue 1

Migus vedraAFRIGenY Images
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representative for Mbappé dn‘l not.
respond to a request for comment.

The club was preparing to recruit
reinforcements to replace Mbappé, the

PSG roughly €200mn a year in wages,
bonuses, taxes and social charges.
The terms of his exit are yet to be
determined. Real Madrid has been
repeatedly linked with Mbappé, who
was also the subject of a €300mn bid
from Saudi club Al Hilal last year.

Nasser hospital, the last big medical
facility functioning in the besieged
enclave, to leave the Khan Younis com-
pound.

Gaza’s health ministry said many dis-
placed peoplestill in the compound had
been wounded when Israel launched a

“massive incursion”.

Isracli forces had ordered health
workers to move patients elsewhere in
the hospital, the ministry told broad-
caster Al Jazeera. “Many cannot evacu-
ate, such as those with lower limb
amputations, severe burns or the eld-
erlyitsaid.

The Israel Defense Forces said it had
“credible intelligence that Hamas held
hostages [and] appear to be operating
from within the hospital”, adding its
troops had apprehended a number of
suspectsm 2 “precise and limited opera-

Hnmas seized about 250 hostages
during its October 7 attack on Israel that
killed 1,200, according to Israeli offi-
cials. About 130 remain in the strip,
although some of those are believed to
havedied.

During a retaliatory air, land and sea
offensive in Gaza, which Palestinian
officials say haskilled more than 28,000
people, Israeli forces have targeted
numerous hospitals, accusing Hamas of
using medical facilities for military
purposes.

The war hastriggered a wave of hostil-
ities across the region, with concerns
growing about escalating cross-border
clashes between Israeli forces and Hiz-
bollah, the Iranian-backed militant
‘movement in Lebanon.

Isracl carried out dozens of air strikes
on southern Lebanon for a second day
after at least 10 civilians and several
Hizbollah fighters were killed on
in Israel’s heaviest cross-

Frenc to
keep pace with their rivals in terms
of finances. Clubs in Ligue 1
gencrated total revenues of more
than €2bn in 202122, according to
consultancy Deloitte, well behind
the €6.4bn made by English Premicr
League clubs.

PSG is an outlier in the French
league. The club, which boasts

s
critical time for PSG, which was valued
at more than €4bn when US
investment firm Arctos Partners
agreed to buy up to 12.5 per cent of the
club late last year. It s also seeking a
new home stadium after failingto
convince Anne Hidalgo, the mayor of
Paris, to sell it the Parc des Princes,
which it rents from Paris city council.
His exit will be a blow to Ligue 1,
potentially denting the value of
broadcast rights for France’s top

ith Qatar Alrways
and US ding Nike,

border attack against the group since
October 7.

Nasser is the last large hospital in
Gaza after the IDF laid siege to and
raided al-Shifa hospital, claiming it had
found evidence of Hamas activity in
tunnels below. Gaza’s health ministry
said Israeli forces had destroyed
Nasser’s southern wall, targeted a base
forambulances and dug up amassgrave

increased its annual revenues to
north of €800mn in 2022-23, up
from €654mn the prior season.

Only Real Madrid and current
English and European champions
Manchester City made more
revenue than PSG in 2022-23,
according to Deloitte.

However, PSG has failed to win
the Uefa Champions League,

The UNhas warned that Israel’s offen-
sive has pushedthe strip’s health system
into collapse, with severe shortages of
basic supplies and equipment. Medics
have said they are having to carry out
amputations without anaesthetic.

The World Health Organization esti-
‘mated that only 11 hospitals were left

partially functioning in Gaza. About 22
had slmt and three field hospitals were
in the southof theencl

Europe’s most

football league just as
under way for the 2024 to 2029 period.
Private equity firm CVC investedina
newly formed commercial unit in 2022
to market the broadcast rights.

P the
French dnmcsh'c ]Ezgu:, and
Mbappé had been widely expected
to leave France at some stage.
Samuel Agini

The US, Qatar and Egypt have been
mediating talks in an effort to halt the
war, secure the release of hostages and
increase deliveries of aid into Gaza.

Mai Khaled in Gaza, Andrew England in
London and Raya Jalabiin Beirut

Collateral risk

Euroclear warns G7 not to use Russian assets for Ukraine debt

LAURA DUBOIS — BRUSSELS

Euroclear has warned thata G7 plan to
use Russia’s frozen assets as a backstop
toissue debt for Ukraine would pose
financial stability risksto Europe.

In an interview with the Financial
‘Times, Lieve Mostrey, chief executive of
the Brussels-based central securities
depository, said the mooted plan would
come “pretty close to an indirect seiz-
ing” of the assets and expose the com-
panytolegal claims,

Euroclear holdsabout €191bn belong-
ingto the Russian central bank, the bulk
ofthe €260bn in sovereign assets immo-
bilised abroad after Moscow’s invasion

pape
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European stance. ‘The compromise

ing, which could have exactly the same
effccts on the markets as a dircet sciz-
ing,” Mostrey said.

This could also expose Euroclear to
legal claims over the assets, she said.
“We don't sec how the central Russian
bank would simply accept that hasbeen
seized and that Euroclear’s obligations
towards them have stopped to exist.

“Itrust that the prudent, rational will

separate plans by the EUtouse the prof-
its generated by those assets to help
Ukraine, deeming that move as less
isky as Euroclear does not pay out
interest income to clients and the profits
“legally belongto Euroclear”.

Last year, Euroclear earned €4.4bn on
reinvesting cash balances from matured
securities, such as redemptions and
coupon payments, that could not be

prevail,” she added.
logic of seizingofassets . . . then yousee
the trust in the Euroclear system, the
trust in the European capital markets,
the trust in euro as a currency substan-
tially affected.”

The US has been advocating for seiz-
ing the principal assets for Ukraine but
Germany, France and Italy are against
it, noting that sovereign assets have im-
munity under international law. They
and the European Central Bank have
warned that it could undermine the

would

eral to raise debt and making Russia

repay it atalater date or, ifit fails to do
o setzingth 5

euro by ts stowed in
the currency might notbe safe.

“We have to be very attentive to the
attr fthe euro and the Euro-

“Using assets that don’t belong to you
ascollateral is pretty close o an indirect.
seizing or acommitment to future seiz-

pean capital markets for international
investors,” Mostrey pointed out.
She was, however, more favourable to

paid outt

“We understand very well that these
revenues only exist because of the fact
that there are sanctions,” said Mostrey.
“It's a combination of big numbers and

Lieve Mostrey: Euroclear chief

high interest rates lhat yields these
unprecedented amounts.

e R deper dinylon
interestrates, Euroclear could earn sim-
ilar amounts in 2024 as immobilised
securities continue to turn into cash, or
evenexceed that amount if rates are not
cut. The EU last month agreed to set
aside billions in profits from the assets
to support the reconstruction of
Ukraine, put at nearly $500bn over the
next decade. “We would accept sucha
measure,” Mostrey said. “It is ur
feeling that. . . the riskisabitlower”

Euroclear is already setting aside the
profits, which in 2023 amounted to
€3.25bn after tax, as a “special buffer
relating to the Russian situation”, Mos-
trey said. EUplansto skim offthe profits
would not affect the 2023 profits.

She added that Euroclear should be
able to renegotiate the skimmed-off
amountsin case of risks flagged by areg-
ulator. “Itis simply not possible today to
make an affirmative statement that all
potential future risks are covered.”

Euroclear is already facing between
50 and 100 lawsuits in Russian courts
over the immobilised assets, with the

warned of exposure to legal

), she said.
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Battle for

military chief

Shortage of artillery rounds heaps
pressure on eastern town's defenders

BEN HALL — LONDON
CHRISTOPHER MILLER — KYIV

Russian forces closing in on the Ukrain-
ian town of Avdiivka arean early test for
Ukraine’s new top commander and for
an army short of ition and men

think-tank, said Russia was close to tak-
ingthe town, where the defenders faced
an “increased encirclement threat”.
General Oleksandr Tarnavsky, com-
‘mander of Ukraine’s forces in the south-
east, said on Saturday that Russia was.

as westernmilitary support falters.

The battle for the industrial town
20km north of Russian-held Donetsk
has been ragingsince October but inten-
sified last week after Russian troops
breached Ukrainian defences on the

p Avdiivka, with
the aim of seizing Ukraine’s supply
routes on the northern edge of the town.

Injust24 hours, Tarnavsky said, Rus-
sian forces had attacked his troops in
Avdiivka with 17 air strikes, 57 assault
‘missions and 599 artillery strikes. Rus-

ia has deployed spec deli

In 24 hours,
Russian
forces had
attacked
with 17 air
strikes,

57 assault
missions
and 599
artillery
strikes

Down to work:
Oleksandr
Syrsky, left,

and defence
minister Rustem
Umerov on his
left, inspect a
frontline base

on Wednesday
e
el

Instead of retreating from Avdiivka,
where soldiers have been rationing
ammunition in the face of shortages
aggravated by the US failure to agree on
fresh aid, General Oleksandr Syrsky,
Kyiv's new commander-in-chief, has
sent reinforcements.

assault troops in the area. The fall of
Avdiivka would hand Vladimir Putin his
‘most significant victory since Bakhmut
—andatimely one, given Russia’s presi-
dentialelections on March 15-17.
Avdiivka is a gateway to Donetsk,
held by Russian forces and their proxies.

The 3rd Separate Assault Brigade said
on Telegram yesterday that the situa-
tion in Avdiivka had been “absolutely
critical” before it had been sent in and

that newly arrived Russian units were
: prb—

since 2014, The city was by
Ukrainian troops and its defunct coal
and chemical plant provided formida-
ble defences. But Russian advances

from the east, south and north have
de defe th P bl

Ukraine was switchingto a defensive
posture to “exhaust the enemy, inflict
maximum losses”, Syrsky told Ger-
‘many’s ZDF television in an interview
recorded before his appointment on
February 8 but broadcast on Tuesday.
President Volodymyr Zelenskyy has
also pledged to give Avdiivka “maxi-
mumattention, maximum support”.
The move to shore up Avdiivka has
drawn parallels with Ukraine’s dogged

The loss of Avdiivka would make it
harder for Ukraine to retake Donetsk,
the largest city in the occupied Donbas
region, and deny its gunners a position
tostrikethe city’s communication lines.

Schlottman said deployment of
Ukrainian reinforcements could still
herald a withdrawal from Avdiivka but
there were also “rational reasons” for
trying to hold it. It would allow time to
prepare defensive positions further to

but
year. 50km to th h

the west and ability to

Russia lost up to 30,000 men in its
nine-month offensive, many from the
‘Wagner private military company of
Yevgeny Prigozhin, who died in an air
crashafter he mutinied against Moscow.

T

The question for Zelenskyy and Syr-
sky is at what cost. They would have to
strike a “tricky” balance between force
preservation and inflicting more dam-
age on the enemy than they suffered

‘ratio Ukraine
initially enjoyed narrowed as the battle
wore on. The loss of many experienced
troops, said US official inedit

while defending sovereign
territory, said Mykola Bielieskov,
research fellow at Ukraine’s National
Institute for jic Studies, in a per-

summer counteroffensive. Defending
Avdiivka could prove similarly costly at
atime when Ukraine’s army needs to

sonal capacity.
“Ihope that the Ukrainian leadership
has learned the lesson of weighing all

replenish its ranks ‘mass mobi-
lisation.

“In October and perhaps through
Decemberand early January, it could be
argued Ukraine was inflicting dispro-
portionate attrition on the Russian
attackers,” Henry Schlottman, a mili-
tary analyst, wrote on Substack. “Now,

— military, political —
when adopting decisions regarding a
specific frontline segment,” he said.
Syrsky’s appointment prompted a
backlash in parts of the military, with
some soldiers saying he was willing to
expend the lives of his own troops for
tactical gains. They also blame him, as

forces, for delay-

Kyiv’s grip on Avdiivka will be harder
to maintain since the shortage of west-
ern munitions has forced some units to
reducetheirfirepower drastically.

Russian urban warfare often involves
destroyingall buildings with artillery to
deny defenders cover before sendingin
light assault forces. Without ammuni-
tion, Ukrainian fire back

oy
ing a withdrawal from Bakhmut after
Zelenskyy madeitsdefence a priority.
Syrsky was also in charge of opera-
tions at Debaltseve, north-east of
Donetsk, in 2015 when 6,000 Ukrainian
troops were encircled by Russian forces.
and their proxy militia and were forced.
into a chaotic retreat. More than 260

at Russianartillery positions.

A withdrawal of Ukrainian forces
seemed likely until the arrival of addi-
tional units over the weekend. Frontelli-
gence Insight, an open-source intelli-
gence group with extensive links to the
Ukrainian military, said the fall of Avdi-
ivka was “notamatter of if, but when”.

“The situation in Avdiivka has wors-
ened for Ukrainian forces, facing a grad-
ual expulsion from defend

d residential

ainian X
‘The battle of Avdiivka would provide
insights into how Syrsky can close the
“gap between the desired political out-
comes of his president with Ukraine’s
dwindling military resources”, said
Mick Ryan, a retired Australian Army
'major-general and military strategist.
“Like Bakhmut, the president
appears to not want to give up Avdiivka
even if the military situation indicates a.
i now be: ti

areas amid a lack of effective counter-
measures against Russian artillery,”
Frontelligence reported last month.

The Centre for Defence Strategies, a

Ukrainian-claimed counteroffensive
Under Russian control

[ Assessed Russian presence
Assessed Russian advance

b
Sources: AETs Citcal

to preserve the remaining fighters. Not
giving up territory and preserving com-
bat forces in the current environment.
will be very difficult to achieve.”

i
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Supreme Court

India donations ruling deals blow to Modi

Judges quash electoral
bonds said to favour BJP
months before polling

JOHN REED — NEW DELHI

India’s Supreme Court has struck down
the main mechanism for donations to
political parties, in a decision seen as
unfavourable to Prime Minister Naren-
dra Modiahead of national elections.

The court, led by chief justice DY
Chandrachud, ruled yesterday that

“electoral bond:

for Political Studies at Jawaharlal Nehru
University. “It’s a big blow to the
[Bharatiya Janata party] because so
much of their political control has
depended on money power and muchof
this money has come through anony-
‘mouselectoral bonds”

Modi’s BJP is widely expected to
defeat a divided opposition to secure a
third five year term n astaggered elec-
tiontobe Ap May.

attacked by civil society groups for
allowing ions and indivi

which kept an audit trail of ds

This could donations to

and for permitting money

they said.
Th

The P i i

rdingtothe Association for Dem-
ocratic Reforms, an NGO that was
received

for to reach parties, including from

yes-
terday to release details about submit-
e I bonds dati 2019,

how much they had received through

electoral bondsbutnot from whom.
Critics also argued that the system,

though anonymised, favoured the BJP

The Supreme Court ruled that the
funding scheme violated the right to
information and could lead to “quid pro
b = 3 5

in response to petitions by opposition
politicians and a non-governmental
organisation.

“It’s a historic verdict,” said Zoya
Hasan, professor emerita at the Centre

political parties. It ordered the State
Bank of India, which oversees the
scheme, not toissue any more electoral
bonds, effective immediately.
Electoral bonds have long been

because the «could access
i iy

The Indian National Congress, India’s
largest opposition group, has been can-
vassing the public for individual dona-
tionsahead of the elections. It welcomed
the striking down of what it called a

d wvia the SBI, e fthe
e - “We hope that [the] Modi govt will
This Welcomejudgment stop resorting to such ideas in future
undoes the attempt to andlistens to the Supreme Court, so that
i B democracy, transparency and a level
legalise corruption ;‘"d playing field exists,” Mallikarjun
weaken democracy’ Kharge, the Congress party’s president,
wroteonX.

nearly 90 per cent of large corporate
donations to five national political par-
ties, including Congress, in recent years.

Analysts and critics of the Modi gov-
ernment praised the court’s decision.
“Thisis a welcome judgment,” said Nitin
Sethi, founding editor of the Reporters’
Collective, which has reported exten-
sively on the bonds. “It undoes the BJP
gﬂv:mmcnt s attempt to legalise cor-

Further fall
in growth
puts BoJ’s
policy mowvs
in doubt

DAVID KEOHANE — TOKYO

Japan's economy has contracted for a
second straight quarter, addingto pres-
sure on the Bank of Japan as it consid-
ers raising interest rates for the first
time since 2007

BJPi
2017. However, lystsaid the sys-

Wealpri

tem had been “breaking the opposi-
tion”, especially the Congress party, and
“no one knew who was funding whom”.

Continuity pledged but free
school meals and slashing
taxes could test fiscal strength

A ANANTHA LAKSHMI — JAKARTA

Prabowo Subianto used to run polaris-
ing presidential campaigns that demon-
ised his opponentsand projected a bom-
bastic, nationalistic persona. At one
rally in 2014, the former general arrived
by helicopter and inspected a red beret-
wearingguard of honour on horseback.

But now Prabowo, 72, appears to have
won Indonesia's presidency by adopting
a more grandfatherly image, dancing
and blowing kisses to adoring crowds.
His presidency could be just as unpre-
dictable, said political observers and
economists.

“If you extrapolate from any part of
his history toimagine what he might be
like as president, I think on any given
day he might be any one of those
Prabowos,” said Aaron Connelly, a sen-
ior fellow with the International Insti-
tute for Strategic Studies.

Official results are due in March but
private ballot sampling, which has
proved reliable, showed Prabowo win-
ning Wednesday’s election decisively
with no need for a second round of vot-

South-east Asia. Presidential election

Indonesia populism resumes after Prabowo win

have risen, given some of Prabowo’s
costly campaign pledges?” Fitch Ratings
said yesterday, ci the meals
scheme, which it said could cost the
equivalent of 2 per cent of Indonesia’s
gross domesticproduct.

But the credit rating agency said its
“b i0” was still for govern-

5

ing. He is projected to become thenext  Mobbed: Raka, 36, will be Prabowo's vice-presi-
president on October 20, puttinghimat ~ Prabowo dent, and some Widodo-era cabinet
the helm of an cconomy L Lhal. issouth-  Subianto g]'cc!s ‘ministers, who have been campaigning
east Asia’s biggestand a. in fmrm 0,
ansition. i

Yet he isalso expected to pursue more  father’s grave Pmbowo has also spent litle time in
populist policies that could test Indone-  yesterday at guwmmu\t afteralong career.
sials fiscal stres a cemetery He defe only

Prabowo’s victory came thanks not  in]: since 2019 under Widodo, who iswid:]y

only to the rebranding, which relied

heavily on social media to draw younger
voters, but also to the backing of Joko
Widodo. The outgoing president
remains extremely popular for trans-
forming Indonesia into an emerging
economic power by spending record
amounts on infrastructure and attract-
ing foreigninvestment.

‘Analysts said the relationship
batween Prabowo and Widodo, former
electoral foes turned allies, would be
critical to the direction of the incoming
administration. Sidelining Widodo, who
continues to enjoy approval ratings as
high as 80 per cent, would be politically
risky, said Connelly. The incumbent is
barred from seeking a third term, but
some political analysts have raised con-
cerns he is attempting to retain influ-
ence after he leaves office.

‘Widodo’s son, Gibran Rakabuming

“While Prabowo will owe his win to
the unofficial but clear support of
Widodo, he will not be Jokowi's puppet,”
said Peter Mumford at the consultancy
Eurasia Group, adding that Prabowo's
termwould notbe “Jokowi 3.0%,

Prabowo has promised to stick with
Widodo's policies, including a focus on
developing the exports-orientated com-
‘modities sector and plans to build a
szzlm new csp)ls] ml(x]unanm This

d push Indo-

ment debt to remain on a “gradually
e

“There is also a risk that Prabowo’s
nationalism could turn off Chinese
investors and undermine attempts to
boost investment into Indonesia’s met-
alssector, said Gareth Leather, an econ-
omistatCapital Economics.

Chinese companies have poured bil-
Tions of dollars into Indonesia's metals
and mining sector, particularly nickel,
which is vital to electric vehicle batter-
ies. The inflows came after Widodo's
2019ban fnickel ore, which

nesias stock index close to an all-time
high on Wednesday.

He has also pledged to spend 460tn
rupiah ($29.5bn) to provide free meals
and milk to school pupils. In previous
years he has vowed toslash taxes.

Such policies would weigh on Indone-

forced foreign companies to set up
smeltersand processing plants onshore.
Prabowo has promised to maintain
the “downstreaming” policy, which
some foreign groups have called protec-
tionist but which alongside investor-
friendly reforms helped revitalise Indo-

“We believe medium-term fiscal risks

But Prabowo will not be able to realise.

‘While
Prabowo
will owe his
win to the
unofficial
but clear
support of
‘Widodo, he
will not be

his puppet’

his agenda alone, and he has promised
to form a coalition government, as
‘Widodo did. His party came third in vot-
ing for national and regional legislators
on Wednesday, pollsters’ found, and is
expected tolead the coalition.

duct toa 0.4 per cent
contraction on an annualised basis in
the fourth quarter, and by 0.1 per cent
on a quarterly basis, according to pre-
Timinary data released by Japan’s Cabi-
net Office yesterday.

‘The fall was at odds with economists’
estimates of a slight rise of between
0.2and 0.3 per cent, and pushed some
investors to revise bets on when the Bo]
would begin to unwind its ultra-loose
‘monetary policy, including the world's

remaining negativeinterest rates.

Economists had been expecting the
Bo] to raise rates at its April monetary
policy meeting, if notin March.

“The latest GDP data, although it
‘might be revised, complicates the mon-
etary policy outlook. Two consecutive
declines in GDP add to a string of disap-
pointing data releases,” said Stefan Ang-

“With two consecutive
declines in GDP, Japan is
in a technical recession’
Stefan Angrick. Moody's

rick, chiefeconomist at Moody’s Analyt-
ics in Tokyo. “This makes it harder to
justify a rate luke not to mention a
seriesof hikes:

IS e mid fefemall etreasetin
exports had helped offset a larger con-
traction but added that “the decline in
GDP was broad-based”, with falls in pri-
vate consumption, capital spendingand
government consumption.

The disappointing fourth quarter
data also came as Japan’s third-quarter
GDP was revised down to a 3.3 per cent
contraction on an annualised basis.

“To add insultto injury, GDP for the

third stanza was revised toa 0.8 per cent
dropfroma 07 percent drop” on.aquar-
terly basis, added Angrick. “With two
consecutive declines in GDP, Japan s in
atechnical recession.”

The yen was little changed after the
data release at ¥150.2 to the US dollar,
while the Nikkei 225 index rose close to
1 per cent, staying just above 38,000
points and close to its December 1989
bubble-era high of38,915.

BoJ k ight i

The ex-general’s
Indonesia’s young and hard- fm@lt
democracy will also be watc
ed. Prabowo spent decades in the mil
tary until he was ousted in 1998 over his

at minus 0.1 per cent at its most recent
policy meeting in January. Officials at
the Japanese central bank have been
growing mmamgly confident that the

alleged
ofpro-democracy activists.

Prabowo has also been accused of
being in Lillings in East Timor

economy s an
exit from its negative interest rates pol-
icy, thanks to momentum for wage

as a young officer in the 1980s. He has
always denied the allegations. He com-
plained in 2014 about clections being
too expensive and hinted at scrapping

its inflation target of 2 per cent.

But economists said the fourth-quar-
ter GDP data would complicate that pic-
ture, particularly as indices for services

Critics have also accused Widodo of

activity remained
subdued ahead of shunto spring wage

Gibran was allowed to run alongside
Prabowo last year by the constitutional
court, then led by Widodo’s brother-in-
law, despite an age threshold of 40.

Any threat to democratic principles
“would dent Indonesia’s reputation and
its ability to attract foreign investment”,
said Laura Schwartz, atrisk intelligence

Private consumption fell 0.2 per cent
inthe fourth quarter after a 0.3 per cent
decline in the previous quarter.

“The Bo will likely now become even
more cautious about any policy
change,” said Min Joo Kang, senior econ-
omist for South Koreaand Japan at ING,
who felt an interest rate increase could

company

June orlater.

Climate finance

Green transition scheme struggles for capital

KENZA BRYAN — LONDON

Acdlimate finance framework endorsed
by world leaders as a way to fund the
green tramsition in poorer countries is
struggling to raise capital, resultingin
coal plants staying open, a report finds.
The US, EU and UK were among donors
that promised to help mobilise vast
sums for the transition under ]llst

frustration that the deals have yet to

original announcements, that’s when

Drug development
New antibiotic offers hope against superbugs

MICHAEL PEEL — LONDON

raise the capital promised. Asa result,
said the report published yesterday by
the Rockefeller Foundation charity,
lower-income countries were keeping
coalandother plants open.

The charity said the model “may not
be scalable” in its current form but
pointed to a lack of consistent support
from multilateral development banks

youlose political will”he said.
One problem was a perception that

richer countries were pushing for coal

plant i  frii d Ind

Scientists have invented a potential
drug candidate that combats antibiot-
ic-resistant sup:rhugs in non-human

nesia before consensus had been
reached on job and wealth-creation

ans.
Joko Widodo, Indonesia’s outgo-
ing president, said late last year that

tests, accor
‘The new antibiotic, known as cresomy-
cin, is effective in mice against several
bacteria that cause s:nws infections
and are increasingly resilient to existing

Energy Transition
Pledges included $20bn for coal-de-
pendent Indonesiato pay for the shift to
renewable energy, with similar projects
in South Africa, Vietnam and Senegal.

Joe Biden, US president, Boris John-
son, former UK prime minister, and
Ursula von der Leyen, European Com-
‘mission president, pitched the model
with other leaders at the Glasgow cli-
‘mate conference in 2021 as away to plug
the financing gap hampering the green
transition in developing countries.

But a report based on conversations
with donors and other stakeholders
published yesterday found growing

and pol
ical leaders before funding had been
secured. The model had been “long on.
promise but short on progress’, said
RajivShah, foundation president.

The charity is helping pilot an
improved JETP-style funding pitch for
up to $165bn until 2050 to promote re-
newable power and grid capacity in the
Philippines, led by its own institutions.

A new approach to “delivering real
new money on the table” was needed,
said Ashvin Dayal, who leads Rockefel

there was concern over
the funds not materialising.

The Asian Development Bank, which
is providing technical support for the
financing package, said “the planning,
design, preparation and construction of
large energy infrastructure is a big
undertaking”. It added that the bank
was committed to helping members
achieve a ]Ilsl nﬁnrdabk and reliable
energy tran:

LcoRuberI.s hﬁd of qusllﬁmhm:m

according to a paper pub-
lished in Science yesterday.

“What ismostimportantis thatit kills
antibiotic-resistant strains in animals,”
said Yury Polikanov, co-author of the
research and an associate professor of
biological sciences at the University of
linois Chicago. “I’s

the excessive use of antibiotics, is
already linked to Smn deaths a year,
according to the World Health Organi-

new synthetic antibiotics. Healthcare
has long benefited from treatments
derived from natural products, such as

zation. Hospitals are sus-
ceptible to the spread of superbugs.

Cresomycin

from moulds, but thesc arc becoming

ineffective as pathogens
evolve m

deaths a year

in the spread of AMR, the paper said.
These included Staphylococcus aureus,
which in the skin and

The cresomycin paper’s authors
acknowledged that the antibiotic prob-
Iem was “daunting” but said their find-
ings boosted hopes for “the future dis-
covery of antibacterial agents broadly
effective against AMR’
The cresomycin test results looked
“promising”,said Tim Walsh, an Oxford
university professor and AMR expert.
More datawould be necded on the mol-

[than
its predecessors] — and more potent
against deadly bacteria”

Cresomycin’s synthesis is part of
urgent research efforts to defeat anti-
microbial resist which occurs

ler’s power and climate work. “The
‘minute the numbers get contorted in.
ways that don't stack up based on the

|ank, said the “negligible” sums raised
showed world leaders had set “unrealis-

tic” expectations about JETPs.

when bacteria, viruses, fungi and para-
sites evolve the ability to resist treat-
ments. AMR, which s largely caused by

other organs, Escherichia coli (E-coli),
responsible for intestinal and urinary
tract illnesses, and Pscudomonas aeru-

s a cgger ofbood snd urglnlc-

i bstaletodealng wich AMR s
that decades of under-is

so-called Gram-negative bacteria,
which were protected by an outer mem-
brane and were a central problem in the
spread of AMR, Walsh added.

“The clegant synthetic design of cre-
sumycln based on an intuitive ration-
all for fur-

research hasled to a dearth

‘he said.

pmmlslng
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Fintech sues
JPMorgan over
alleged effort
to stifle growth

o Viva Wallet head accuses co-owner
& Low value would allow full takeover

OWEN WALKER — LONDON

The founder and chief executive of a
financial technology business co-owned
by JPMorgan has begun legal proceed-
ings against the Wall Street bank over
what he claims are tactics to suppress
hiscompany’s growth.

Haris Karonis, who founded Greek
payments company Viva Wallet in
2000, said JPMorgan is trying to drive
down the valuation of his business by
blockingits entry into the US and new
European markets, according to legal
documents seen by the Financial Times.

Karonis also accuses JPMorgan of

Viva says an option to buy
‘creates perverse incentives’
for the bank to limit growth
and get a knockdown price

thwarting Viva by allowing the bank’s
own payments business to compete
with the fintechin European markets.

Under the terms of JPMorgan’s invest-
‘ment in Viva, the bank can take full con-
trol of the fintech if its value is below
€5bn in June 2025. The bank has a
48,5 per cent stakein Viva.

JPMorgan has also filed a claim
against Karonis over what the bank
alleges are moves to “limit or circum-
vent our and legal rights as

has had with the founder of a business it
has invested in after ploughing billions
ofdollars into fintechs since 2021.

Last year, JPMorgan sued Charlie
Javice, founder of Frank, a student
finance platform that the bank had
bought for $175mn in 2021, over allega-
tions of vastly inflatingitsuser base.

Javice has denied JPMorgan’s allega-
tions of falsifying accounts, and has filed
a counter claim accusing the bank of
compromising her reputation.

JPMorgan invested €800mn in Viva
in 2022 to secure its 48.5 per cent stake
as part of amuch-vaunted push into the
European payments market.

In the legal claim, Karonis's holding
company, WRL, challenged the condi-
tions of JPMorgan’s option to buy Viva,
which it stated “creates perverse incen-
tives” to limit its growth so it can pick
Vivaup for aknockdown price.

Executives at JPMorgan believe
Karonis s refusing to accept the valua-
tion of fintechs has fallen because of
higher interest rates, said people with
knowledge of their legal approach.

‘When JPMorgan agreed to invest in
Viva, chief executive Jamie Dimon —
who has Greek ancestry — travelled to
Athensto meet Karonis.

Since then, relations have soured.
Towards the end of last year, two JPMor-
gan-appointed directorson Viva's board
quit after arguments over their inde-
pendence, said

an investor”, according to people
bricfed on the situation. Both legal
claims were filed in the High Court in
Londonon Wednesday.

Since its founding in 2000, Viva has
grown to become one of the biggest fin-
techsin southern Europe, offering pay-
‘ment services in 24 countries. In 2020, it

uation. The two sides have also disa-
greedover howtovalue Viva, they said.
 JPMorgan and WRL have reached an

To boldly go Musk plans further break with
Delaware by incorporating SpaceX in Texas

GEORGE HAMMOND — SAN ERANCISCO
SUJEET INDAP — SAN DIEGO

Elon Musk is to shift the incorpora-
tion of SpaceX from Delaware to
Texas, seeking to further limit expo-
sure to the state after a judge there
shot down his $56bn pay package
from Teslalast month.

Musk, the world’s richest man,
switched the incorporation of his
brain-implant company Neuralink
from Delaware to Nevada last week.
‘SpaceX is a farlarger business — aval-
uation of almost $200bn makesit one
of the most valuable private compa-

how to value Viva and are
askinglht High Court toresolve the dis-
pute. Freshfields is acting on behalf of
JPMorgan while WRL is being repre-
sented by Quinn Emanuel.

King licence after buying

for Karonis and WRL.

Greekdigital lender Praxia,
The legal dispute between JPMorgan
and Karonis is the latest spat the bank

Additional reporting by Joshua Franklin in
New York

“If your company is still incorpo-
rated in Delaware, I recommend mov-
ing to another state as soon as possi-
ble” Muskwrote on X.

SpaceX, whose corporate head-
quarters are in southern California, is
the latest of Musk’s half-dozen com-
panies planning to split from Dela-

New trajectory: a SpaceX Falcon 9 rocket launches from Kennedy Space Center yesterday —sseomesanssssoscs osayns

ware, the small that has

vote for Tesla sharehold switch-

long been the favoured domicile for
large corporations thanks, in part, toa
transparent corporate law regime,
years of legal precedent and a com-
munity of lawyers.

The moves come after a judge in
Delaware, Kathaleen McCormick,
voided a planned $56bn pay award
from Tesla, the electric-car company
heruns, latelastmonth.

McCormick ruled that Musk had
exerted undue control over the
company’s board despite owning a
minority of Tesla. He was the “para-
digmatic ‘Superstar CEQ””, she wrate
inthe ruli

After McCormick’s decision, Musk
said other founders should incorpo-
rate their companies “in Nevada or
Texas if you prefer shareholders to
decide matters” in a post on X, the
social media platform that he also

owns.
Musk has also pledged to hold a

ing the carmaker’s incorporation to
Texas, a process that is likely to be
more complex given that Tesla is a
publiccompany.

Texas has recently sought to posi-
tionitself as a rival to Delaware’s busi-
ness-friendly reputation. The state
passedlegislation signed by the gover-
nor to create a new Texas business
court that will hear corporate dis-
puteswithspecialised judges.

Officials in the state have been
actively marketing the new court to
companies domiciled elsewhere as
sophisticated and efficient evenasthe
details of the body and how it will
operateare still being finalised.

Two other Musk companies — X
and xAI, the artificial intelligence
start-up for which he is seeking to

Citi's private
bankers told
toreportcalls
with clients

JOSHUA FRANKLIN AND
STEPHEN GANDEL — NEW YORK

Citigroup has started tracking how
‘many calls its private bankers are mak-
ing to clients as the US lender tries to
jump-start its struggling wealth man-
agement business, according to people
familiar with the matter.

Citfs private bankers must now turn in
call reports to record each conversation
they had with a client — whose net
worth typically hasto be at least §10mn
to qualify for the private bank — and
also what was discussed, the people
said.

They had also been encouraged to
contact each of their clients at least once
every 90 days, the people added.

These new performance metrics
reflect how Citi, which has taken amore
flexible approach to working from
home than many rivals, is trying to
squeeze more from itsemployees.

Citi bankers have had to file some call
Togs in the past for compliance reasons
but have not previously had to do so to
track performance. Several private
bankers at Citi’s rivals said their banks
encouraged them tologcalls but had not
'made thisanexplicitrequirement.

The requirement had been badly
received by some employees, who felt it
was not a productive use of their time,
the people familiar with the matter said.
It also comes as Citiis cutting thousands
ofjobs.

Citi said: “Enhancing client experi-
ence is our number one focus. Docu-
‘menting and sharing client feedback is
one way to ensure we're delivering for
them.”

‘The move is an edict from Andy Sieg,
who runs Citi’s wealth management
division and joined the company last
year from Bank of America.

The business is one of the growth
areas identified by chief executive Jane
Fraser, along with other Wall Street
rivals that view wealth management as
away to meet investor appetite for sta-
ble, fee-based profits.

The division has lagged behind rivals
such as JPMorgan Chase, Morgan
Stanley and BofA's Merrill Lynch fran-
chise, however.

Revenues at the private bank fell 17
per cent in 2023 to $2.3bn, and totalled
§7.1bn across Citi’s wealth management

doll po-
ratedinNevada.

SpaceX’s move was first reported by
Bloomberg News.

division, down 5 per cent year on year.

Fraser told investors last month that
the wealth management business “isn't
whereit needstobe”.

BASF and Volkswagen caught in west's widening gulf with China

INSIDE BUSINESS

Patricia
Nilsson

hen BASF last week

announced that it

‘would sell the stakes of

its two plantsin China’s

Xinjiang region, it cited
serious allegations of human rights
abuse by employees of its joint venture
partner that were “incompatible with
its values”.

The move followed German media
reports alleging staff at the company’s
partner, Xinjiang Markor Chemical
Industry, had carried out “home visits”
to Uyghur families to gather evidence
thatwould be passed on toauthorities.

BASF said audits of its China ventures
had never found any indication of
human rights violations in its opera-

those of the Chinese government, as
well as existing US and forthcoming EU
legislation targeting Xinjiang supply
chains.

Punishment for companies caught up
in geopolitical spats over rights can be
swift, as evidenced when brands such as
H&M and Nike in 2021 were boycotted
by Chinese consumers after they acqui-
esced to pressure from their regions to
stop buying cotton from Xinjiang.

Janne Werning, head of ESG capital
markets at Union Investment, said
BASF — which is building a €10bn pet-
rochemicals plant in southern China —
was not likely to face boycotts for its
decision to pull out of Xinjiang because
“China needs the products that BASF

es”.

The same is not necessarily true of
Volkswagen, which will become the last
remaining big Ger-

man group witha - Western businesses must

plant in Xinjiang,

oo ehar®: straddlea growing rift
now only a distri- - between the values of
many investors at home
needs Chinatosell - 3 Beijing’s policies

bution hub.
“Volkswagen

its cars, but China

tions in Xinjiang,

hasitsown ? Werning

has committed widespread human
rights abuses against Uyghur and other
‘Muslim groups.

But Markor had not tried to hide that
its employees were carrying out state-
sanctioned home visits to Uyghur fami-
lies. Quite the opposite: accounts of the
visits appear to have been listed in
Markor’s corporate social responsibility
statements, according to reporting by
Der Spiegel.

The incident highlights how western
businesses operating in China are
increasingly struggling to straddle the
growingrift between the values of many
investors in their home countries and

said, highlighting how the Wolfsburg-
based group relies on the country for
about halfits profits.

ith BASF’s decision to pull out of
iang, Werning said pressure would
only grow for VW to do the same, or to
provide more detailed information on
its supply chains and activities in the
region.

While BASF had been auditing its
plants in Xinjiang for years, the com-
pany never revealed the exact scope of
the reviews or the names of the auditing
firms. But greater transparency of
audits in a region where the population
is severely repressed comes with its own.

reputational risks, as experienced by
VW inDecember.

Days after VW published a summary
of its long-awaited audit that found no
indications of the use of forced labour at
the group’s Xinjiang plant, the majority
of staff at Loning, the German consul-
tancy behind the review, publicly dis-
tanced themselves from the findings.

In abid to quell the fallout, the firm's
founder, Markus Loning, said the basis
of the audit had been a review of docu-
mentation relating to the plant’s 197
employees rather than interviews —
contradicting what VW and Léningsaid
previously — and went on to reiterate
what critics had been sayingallalong.

Asking employees about the realities
of life in Xinjiang would have “endan-
gered” them. “Even if they would be
aware of something, they cannot say
that in an interview;” Loning said at the
time, undermining his firm’s audit,
which had helped VW lose its “red flag”
ESG ratingby index provider MSCL

‘This week, VW announced that it was
talking to its China venture partner
SAIC over “the future direction of busi-
ness” in Xinjiang, following fresh allega-
tions of forced labour in connectiontoa
test track that the pair built in the
region. But VW would not say if a with-
drawal was on the table.

Insiders have said it would be impos-
sible for the group to pull out of Xin-
jiang; it would anger its partners, which
are owned by the Chinesestate.

The connection to Beijing raises a
broader point. Withthe Chinese govern-
‘ment accused of repression in Xinjiang,
VW could face questions overits opera-
tions in the country even if the Xinjiang
venture were unwound. This will
‘become a growing issue not just for VW,
‘but for any multinational in the country.
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Aerospace & defence

Airbus looks to cement lead over Boeing

Deliveries boost planned
as demand surge meets
‘world of bottlenecks’

SYLVIA PEEIFER — TOULOUSE
LEILA ABBOUD — PARIS

European plane maker Airbus plans to
deliver more aircraft in 2024, cement-
ing its lead over arch-rival Boeing,
despite warning of persistent supply
chain challe:

Airbus chief exccutive Guillaume
Faury said the group was trying to bal-
ance resurgent demand with a supply
chain that was a “world of bottlenecks™
witha “lot of complexity”.

He added that Airbus was “tryingto

find th de d

we haveand the many bordenecks we

T}le world's biggest plane maker said

pany’
ingprocesses.
Faury said the incident was a
“reminder [that] we are in a complex

cash exceeded €10bnin 2023.
It expects to deliver about 800 com-
mercial aircraft this year — 65 more
than in 2023. The company reaffirmed
plans tobuild 75 of its best-selling A320
family of jetsa month in 2026.
Airbus is boosting output just as Boe-

isnevera
given”, nddmg, “It cannot be quantity
over quality. We want to deliver
number of planes which are of high
quality and safe”

Production lines in the industry have
been strained coming out of the pan-
demic and as ailines have increased
orders. k

percent to €5.8bn last year while reve-
nues climbed 11 per cent to €65.4bn..

But it offered muted financial guid-
ance for the coming year with adjusted
free cash flow expected to come in at
€4bn, down from €4.4bnin 2023, send-
ingits shares down 1 per cent to €148.90
yesterday.

‘While its commercial aircraft busi-
ness enjoyed a strong year, Airbus dis-
closed that its defence and space busi-
ness was hit by charges totalling
fell 20

the mid-air fuselage bl one of

its 757 Max aircraft operated by Alaska.
Aurlineslast month.

The US aviation safety regulator has
stopped Boeing from i

Faury stressed that it was focused on
meeting a planned output rise to 75
A320 jets amonth in 2026 and was not

of its 737 Max while it continues to

The group's operating profit rose 4

Faury told the Financial Times last
year that he was not satisfied with the
performance of the space business,
which has been hit by development
delays and faces strong competition

from US companies such as SpaceX.
Separately, French engine maker
Safran yesterday echoed Faury’s com-
ments on supply chain pressures.
‘The company said it was still facing

Technology

Renesas steps
up deal spree
with $5.8bn
Altium bid

and hiring issues in the US, and

NIC DNEY
DAVID KEOHANE — TOKYO

expected
But Olivier Andriés, chief executive,
said the i itis

’ics' s agreedto pay ASS.Sbn (35.8bm)

to keep up with the requests from Air-
bustoi f engine deliv-

design umls pmvltlcrAlmlm asit: slcps

eries.

“We are putting ourselves in a posi-
tion to meet the needs of Airbus and
Bocing in 2024, and we are currently
discussing their needs in 2025.” he said
on the French television channel, BFM
Business.

up
business.

Renesas, one of the leading suppliers of
chips to the world’s car industry, includ-
ingJapan’s Toyotaand Nissan, has been
pushing to diversify and add scale fol-
lowing supply chain stresses and
because of gcclpul]hca.l tensions, with
revenues.

Energy. Renewables

West urged to keep faith in China solar supplies

Top panel

aker Longi warns
restrictions risk doubling costs

and slowing green transition

EDWARD WHITE — SHANGHAI
The world's biggest solar panel manu-
facturer has warned that Europe and
the US risk slower decarbonisation of
their economies if they restrict Chinese
companies from their renewable energy
supplychains.

China dominates solar manufactur-
ing, accounting for more than 80 per
cent of global production following dec-
ades of deep state support, rapid domes-
tic demand growth and intense local
competition.

But western political and industry
leaders have called for greater diversity
in supply amid a glut of Chinese
imports, as well as expressing security
fears about China-made components
beingused in critical infrastructure.

Dennis She, vice-president of Longi
Green Energy Technology, which has
about 20 per cent of the global market
for photovoltaic modules, told the
Financial Times that western countries
would “at least slow down” their transi-
tions away from fossil fuels f they were
to cut backon Chinese solar supplies. He
also said the cost of solar panels made
without Chinese involvement in coun-
tries such asthe USwould be “double™.

Europe produces fewer than 3 per
cent of the solar panels needed to reach
its target of having 42.5 per cent of
energy generated by renewable sources
by2030.

She said importing higher volumes
frem China would mean more “down-
stream” jobs beyond panel manufactur-
ing, including in construction of new
solar developments, aswell as engineer-
ing, design and installation. “You don’t
need to kill most of the jobs from the
downstream to protect 1 per cent [of the
European jobs in solar manufacturing]
—itdoesn’t makesense,” hesaid.

The warnings come against a back-
drop of rising western concern that Bei-
jing’s subsidies for its clean tech indus-
tries —which also include wind, batter-
ies and electric vehicles — have boosted
‘manufacturing capacity far beyond the
levels needed to meet domestic
demand, leading to unfair trade prac-
tices as Chinese factories flood interna-

Solaroutputis  “reshore” domestic tosouth-cast Asia have been viewedin  +gpa]]
dominated by they said, adding that China’s over-  the US as a means to sidestep restric-
China but capacity posed “an existential threat”to  tions. Companies, including one Longi players, or
westernleaders  USenergy security. subsidiary,havebeenfound guityinthe  poy plavers
have called for In response to western protectionism,  US of using foreign manufacturing to
greatersupply  Chinas solar industry, which hasweath  circumvent tariffs on Chinese-made fTOm other
diversity ered several rounds of tariffs from  components. Frrdngimies
TECETY Europe and the Us over the past 15 Longi makes most of its products in. . i
years, is i its  Chinabutal factories in Vietnam ~ Will
‘manufacturing [\xnprmt clas:x to off- rmd the Mx]uysmn state of Sarawak and disappear
the US. factoryinIndia.
Yetsome attemptsto shift production  To mitigate worsening geopolitical from the
risk, She said, Longi was increasingly 1o ke’

| Growth of China new trio ‘
Rebased (2015-100)

“trying towork with countries”, includ-
ingthrough local joint venture partners,
to set up more solar production capac-
ity. That includes the US, where the
Shanghai listed group has set up a joint
venture with Invenergy in Ohio. Longi s
also in talks to enter Saudi Arabia
throughalocal partner.

However, to serve developing econo-
‘mies in regions including south-east
Asia, Latin America and Africa, Longi
‘was stepping up exports from China, She

e by .

Last month, a bipartisan group of US
Tled i Bid

increase tariffs on Chinese-made solar
imports. The heavily subsidiscd prod-
ucts were hurting American efforts to

5,000
= Battery production
New energy vehicle 4,000
output
Wind and solar power 3,000
generation capacity
/ 2,000
1,000
— T 1 1 1 T 1 T 1 ©
2015 2017 2019 2021 2023

‘Sources: NBS; Goldman Sachs Globalinvestment Research

worldlived withoutaccess tolectricity-
“For the rest of the market, solarisa
very good ‘gift from the gods’ . . . you
have the solar [panels] from China, sun-
shineis yourown sunshine,” hesaid.

Wood Mackenzic, an cnergy consul-
tancy, has forecast that after invest-
ments worth more than $130bn last
year alone, China is set to continue to
lead solar technology and dominate
‘more than three-quarters of the world’s
solar polysilicon, wafer, cell and module
manufacturing capacity for the next
three yearsatleast.

Last year, solar production costs in
China fell by more than 40 per cent to
about 15 cents per watt, compared with
30 cents in Europe and 40 cents in the
US, according to Wood Mackenzie. The
fall was driven in part by lower material
costs and oversupply.

Longi's current factory utilisation rate
hasfallen to between 70 and 80 per cent
amid the glut, but it expects industry
consolidation and demand growth in
the next few years will help it gain mar-
ket share and improve profitability.

“Everyone’s bleeding at this
moment,” She said, adding that only
players with sufficient scale such as
Longi were likely to survive. “Small
players, or new players from other
industries, will disappear from the mar-
ket . . . Ican'ttell you the exact number,
but tier-two, tier-three companies, most
companies, actually, are at risk”

'l‘hc ‘acquisition o of Altium would be
Renesas’s fourth big deal since 2017 as it
broadens its footprint into higher mar-
gin businesses such as products for data
centresand consumer.

e ey L
but needing shareholder and regulator
backing, is the latest in what bankers
seeasagrowing wave of cash-rich Japa-
nese companies pushing for overseas
acquisitions in response to their shrink-
ing domestic market. The biggest
attempt to date came in December, with
Nippon Steel launchinga $15bn all-cash
bid for Us Steel.

Renesas recently bought Apple sup-
plier Dialog for €4.9bn, having also
sealed deals for US rival Integrated
Device Technology for §7.2bn in 2019
and for US chipmaker Intersil for $3.2bn
in2017.

‘Electronics is the single
most critical industry to
building a smart and
sustainable world"

A national champion created in 2010
through a government-orchestrated
‘merger of the chip units of Hitachi, Mit-
subishi Electric and NEC, Renesas uses
Altium’s software design tools for its
own development needs.

It said the deal would help reduce the
complications for customers as they
designed mics.

Aram Mirkazemi, the chief executive
of Altium who joined the business in the
late 1980s and will continue to lead it
after the deal closes, said he had worked
closely with Renesas as a partner for two
years and supported the “grand vision”
of the Japanese company to make elec-
tronics accessible.

“I strongly believe that electronics is
the single most critical industry to
building asmart and sustainable world,”
hesaid in a statement.

Altium, which designs tools for creat-
ing circuit boards, is one of Australia's
oldest technology companies. It is listed
on the Australian stock exchange but is
headquartered in LaJolla, California.

The bid, which has been recom-
‘mended by the Altium board, is pitched
at a 34 per cent premium to Altium's
share price and is 31 per cent above its
all-time high. Its shares soared almost
30 percentonthe Renesasoffer.

Paul Mason, an analyst with E&P,
said: “This is clearly a positive develu[}
‘ment for the Altium share price.
unanimous support from the bmud as
well as the large premium to prior close,
we would expect the transaction to be
supported andgothrough”

‘The acquisition, if completed in the
second half as predicted, would be one
of the largest takeovers of an Australian
tech company and mean another delist-
ing of a large ASX-listed business after
the sale of Sydney Alrport Afterpay,
Newcrest and Oz Minerals.

SeeLex

Financials

JPMorgan and State Street quit climate group while BlackRock scales back participation

PATRICK TEMPLE-WEST AND
YORK.

Two of the biggest asset managers are
quitting an investor group sct up to
prod companies over global warming,

W'ﬂ|$41h|md$&1hwhssc1.snndn
A and

rowth—andthal has oaly continucd,”

from the phase 2 strate ffect
and those elsewhere. Smaller competi-  in June, conflicted with US laws requir-
tors and European firms have largely  ing money managers incli-
stuck with varic i iti ents’ L ici

Launched in December 2017, Climate

The $10tn manager is setting up a

managers.
Vanguard and Fidelity

As asset managers have benefited
(mm aboom in susmnxb e investing,

anda third is scaling back s participa. Action 100+ challenges airlines, oil  stewardship option allowing clients,  never became members. Other large US
tion, in a setback to the ambitions of d other polluti inEurope, asset managers still in Climate Action
Climate Action 100+. to reduce their carbon footprint. Black- sati jectives.

Rnch ]'PMAM and State Street Global For clients who did not opt do so,
JPMorgan andstat joined in2020. ckRock would continue topriorite.  £\SSCLINANAZETS hasje been
Street Global Advisors confirmed they ~ However, the group last i i targeted by Republicans
were leaving Climate Action 100+.  yearthat i beshifti ithad madea “significant . :
BlackRock, the largest money manager, i li " in its s W!“’ are ty‘PlCa]lY aligned
is pulling out as a corporate member  pushing them Lo actively reduce green-  and corporate engagement. “Given with the oil and gas sector
and ing its participation to its issi these h 1 fits
smallerinternationalarm. SSGA said these “phasc 2” engage-  own stewardship capabilitics, JJMAM 100+ include Goldman Sachs, Invesco

The departures weaken the climate
group’s plan to use shareholder influ-
ence to step up pressure on polluting
companies tos nise, asthey mean
that none of the five largest assct man-
agersarc fully behind the effort.

The moves highlight a growing split
between the largest US-based asset
managers, which are under pressure

‘ment requirements had gone too far.
“SSGA has concluded the enhanced
Climate Action 100+ phase 2 require-
ments

has determined that it will no longer
participate in Climate Action 100+
engagements.”

most recent climate

s typlm;]ly shgned with the oil
and

In 2022 West Virginia led the way
when it barred five firms, including
JPMorgan, BlackRock and Goldman,
from i i

guard was ultimately excused from the
hearing.

Texas, the top US oil-producing state,
‘has declared Climate Action 100+ to be
anti-oil and blocked financial groups,
including BlackRock, from doing busi-
ness with the government. Oklahoma,
another oil producer, banned JPMorgan,
BlackRock and others from doing busi-
ness with the statein 2023.

Some 21 i

they were “boycotting” the fossil fuel

sector.
The US House judiciary committee
Bl k, SSGA and Van-

general are investigating asset manag-
ers for working together on climate
issues. “Potential unlawful co-ordina-
tion Climate Acti

guard as part of an i into

100+'s d ? the attorneys-gen-

sustainable investing. The committce
has

ment on the withdrawals, but said more
than 60 members had joined since the
phase 2 changes were announced in
June 2023, bringing its total member-
i 700.

with our independent approach to ch
proxy voting and portfolio company  “does not work in concert with other
engagement.” investors on i matters and

BlackRock said that it d ‘makes its own i decisions
i ip as it believed ingi es”.

“Since its inception, Climate Action
100+ has experienced remarkable

an official at Cli-

mate Action 100+.
Vanguard left the Net Zero Asset
i December 2022,
days before its representative was

eralsaid last year.

Jim Jordan, Republican chair of the
House judiciary committee, said on X
that the decisions by JPMorgan and
State Street were “bigwins for frecdom
and the American cconomy, and we

scheduled
hearing about sustainable investing.
alongside BlackRock and SSGA. Van-

hope follow
suit in abandoning collusive ESG
actions”.
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Egyptian tycoon looks to shake up
his chemical and fertiliser empire

After $7bn in asset sales over two months, Sawiris weighs OCI options including further break-up

ARASH MASSOUDI AND
IVAN LEVINGSTON — LONDON

Nassef Sawiris is considering a radical
overhaul of his chemicals and fertiliser
empire that could include further
breaking up his main holding and
offloading its parts, after $7bn in asset
salesover the past two months.

Egypt’s richest man, whose personal
assets include English football club
Aston Villa, said he was looking into a
transformation of the business that
forms the core of his fortune, Dutch-

listed chemicals group OCL.

One option included turning it into a
cash shell company that pursued acqui-
sitions in new industries, the 63-year-
old said.

“We're evaluating what we want to do,
not just with the money [from the asset
sales] but as a team. And maybe OCI
stays with a piece or two pieces and it
becomes a cash cow, and becomes a
‘machine for further investment. We're
quite open-minded.”

Speaking from his London office, he
said: “It doesn’t have to be fertiliser,
doesn’t have to be chemicals. Ifall of OCT
is sold, the core team . . . know that we
are selulentmpmnz\u’s and we're going
to dosom

The comments follow a flurry of deal
activity at OCI in response to pressure
from US activist investor Jeff Ubben, as
well as in Sawiris’s NNS Group family
office.

Sawiris, whose wealth Forbes esti-
‘mates at more than $8bn, hasamasseda
broad portfolio of investments through
NSS that includes Aston Villa as well as
stakes in German sportswear group Adi-
das and Denmark-headquartered café
chainJoe &The Juice.

But OCI, where he holds an almost 40
per cent stake and his family a further
14 per cent, has been his focus for much
of the past year.

0OCI's board in May approved a strate-

gicreview of all business lines as well as
itslisting venue of the Netherlands after
Ubben bought a 5 per cent stake and
pressed the group to explore options,
including asset sales to improve share-
holderreturns.
By the end of the year, 0CI had agreed
to offload two fertiliser holdings for
about $3.6bn each, to the Abu Dhabi
National Oil Company and Koch Indus-
tries ofthe US.

Sawiris said Ubben, who was “not hos-
tile at all”, had written a letter explain-
ing how OCI's market value was far less
than the sum of its parts.

“So I told him, actually the letter
makes sense,” he said. “Ultimately we
went along with JefF's recommendation.
Within six months we had exccuted
those two transactions, and there'smore
to come.

“We always say that we are builders,
not holders. We build assets. But if this
asset is worth more to another party
than it’s worth in the context of OCI or
the public company or of myself, then
thatis the more deservingowner?”

Ubben said Sawiris and OCI had been
penalised for investing in cleaner tech-
nologies.

“Its a really interesting, cautionary
tale,” he said. His relationship with
Sawiris was “collaborative. He’s all
about what is the lowest-risk, highest-
reward path, and I don’t know why the
‘market hasn't figured that out”.

Shares in OCT have risen 50 per cent.
since they fell toa multi-year low before
the fertiliser deals in December.

Investors are watching to see what
OCIdoes with its methanol business and
alow-carbon ammonia projectin Texas.
Alongside its fourth-quarter earnings
on Wednesday, the group said it would
use the proceeds of its transactions to
reduce debtand distribute at least $3bn
tosharcholders thisyear.

Heis the youngest son of the late Onsi

| Sawiris holdings

Other Sawiris
family

38.7%

I
3.2% Co-ownership

......l......._

Nassef Sawiris
family office

|V sporting group|
(includes)

OCl stock
€

Mar 13 2073 Activist

Dec 18 2023 OCl sells lowa Fer

Co fo Koch Industries or $3.60n — 35

Dec 15 2023 OC| agrees fo
sell a 50% stake in Fertiglobe
o Adnoc for $3.6bn

Sources: Bloomberg flings; LSEG via markeds f.com

One possible
move for Nassef
Sawiris, whose
assets include
Aston Villa, is
turning Dutch-
listed OCl into a
cash shell group
that pursues.
acquisitions

in new sectors
e

Automobiles

Renault and
Stellantis flag
cost cuts for
‘turbulent
year’ ahead

PETER CAMPBELL — LONDON
SARAH WHITE — PARIS
Carmalers Stellantis and Renault both
warned of the need for cost cuts despite
rising profits, as the industry heads
into a “turbulent year” of economic
and political uncertainty, and lower
margins from pivoting to electric

wvehides.

Shares in both groups rose yesterday
after Renault raised its dividend and
Stellantis announced a €3bn share buy-
back. But both carmakers warned they
needed to cut electric vehicle costs in
the current financial year as they
increasesales.

“Cost reduction remains our obses-
sion,” said Renault’s chief executive
Luca de Meo yesterday, adding that the

r was aiming to reduce EV costs
40 per cent, with plans to cut costs from
petrol or hybrid models 30 per cent by
2027.

Stellantis's finance chief Natalie
Knight said profits from electric models
remained “lower than on [internal com-
bustion engine] vehicles”, which “does
have an effect on margins”. She added
that the carmaker, which owns Jeep,
Ram and Peugeot and is planning to

Renault aims toreduce EV/
costs 40%, with plans to
cut 30% from petrol or
hybrid models by 2027

Taunch cight clectric models in the US
this year, necdedto reduce costs.

She said a number of economic and
political uncertainties meant the group
was facing a “turbulent year”, despite
the fact that falling interest rates and

ben urges OCI . -
PR T o il o ver ey i
L B S B L “The big challenges are a lot of macro-
Esf'ﬂ"'i‘"' Jan Apr Jul oct Jan  Feb economic developments, political
valuation 2023 2024 developments, that keep things uncer-
tain,” said Knight. “Most of those things
are... outside of our control”
Sawiris, who founded a construction  print. Sawiris said OCl was pursuing e y(ch.  Plefamiliarwith the mattersayingthat | Weaker Stellantis sales in North
company in the 1950s and built it intoa  production of “blue ammonia”, which the roughly 20 per cent stake valued | America as vell s the impact of last
‘multinational corporation now called  can vastly reduce emissions. listed group Aston Villa i
Orascom Construction. Sawiris recently redomiciled NNS 0o stays iris hol fall last year, dropping
As the business grew, the family from Luxembourgto AbuDhabi, choos- % = ing off, he insisted that he was not in | from13.4 per centto 12.8 per cent.
sought ways to diversify, entering the  ing the emirate, where he has been  With apiece  AstonVillaforthemor However, net profit rose 11 per cent, to
cement industry and expanding into  granted citizenship, for its “English law (1 two and “Anybody who docs football andsays | €18.6bn, on revenues that were 6 per
otheremerging marl without English weather”. th in95 percent it higher at €189.5bn. The company
His two brothers also brought the He said: “You get in democracies in becomes a ofthe case he’s aliar,” Sawiris said. “I’sa | also launched a €3bn share buyback
family into new industrics. The eldest,  Europe constant changesand all that. T ¢l cow, ancl  Passion. Its addictive. And it can ruin | yesterday, sending shares t0 a record
Naguib,builtatelecoms businessbefore  think Abu Dhabi offers stabilty and g your weekend and gointo the following | high.
dnowi ld mine: amachine for week” Renault shares rose 6.6 per cent after
while middle child Samih hasinvested e s sensitive to the suggestion that ) vostment. He said owning the club had helped | it reported record operating margins of
intourism. his family is drifting away from Egypt. N . change his perspective on whatit took | 7.9 D= in 2023, and said it would
Orascom sold off its cement business  The Sawiris, who arc Coptic Christians, WeT€ quite ful. “You really to €1.85 per share, up
to Lafarge in 2007 in a €10.2bn deal  faced tax grabs and a travel ban under o i e’ conclusion that atttude and work ethic from €025 the previous year
under which Sawiris gained a sizeable  the late president Mohamed Morsi, who beat talent any day”” However, the company, which

stake in the French group as well astwo
board seats. The Orascom assets sold in
the deal included a plant in Syria that
ultimately led to hefty fines for Lafarge
due to providing payments to Isis, as
well as a stake in a North Korean state-
owned cement plant.

The Lafarge transaction gave Sawiris
afront-row seat for the French group’s
2015 merger with Swiss rival Holcim
that created the largest cement com-
pany. Sawiris, who had been one of the
largest shareholders in the merged
LafargeHolcim, sold out in 2019 after
years of watching the combination fail
todeliver.

He shifted his attention te fertiliser,
with the remainder of OCT focusing on
the chemicals business.

The cement and fertiliser sectors had
only one thing in common, he said.
“Cheap energy helps both industries.

swept to power in 2012 but was deposed
inacoup.

Orascom remains in the family, held
scparately from OCL, and is Egypt’s larg-
est private employer with more than
60,000 local staff. The construction
company is one of the businesses con-
tracted to build the mega-projects that
‘have beena hallmark of President Abdel
Fattah al-Sisf’s regime.

From London and Abu Dhabi, Sawiris
isbuilding NNS into a holding company
that can manage his various invest-
‘ments, including Aston Villa.

‘He and Wes Edens, co-founder of For-
tress Investment Croup, acquired 2 55
per cent stake in the club for £30mn in
2018, rescuingit from crisis.

A year later it was promoted to the
Premier League, and Sawiris has since
expanded his stable of sporting assets
Imder h.|s slld Edens’ VSpons includ-
ib Vitria.

and chemicalsare glol
The fertiliser industry has come
under scrutiny forits heavy carbon foot-

The group announced in December
that US investor Atairos had become a
‘minority partner in V Sports, with peo-

‘He's allabout
the lowest-
risk, highest-
reward path,
and Idont
know why
the market
hasn't figured
thatout’

His interest in sport extends beyond
club ownership. He is a leading share-
holderin Adidas and on its supervisory
board.

The German sportswear brand is
recovering from its worst crisis in three
decades following the termination of
its collaboration with Kanye West in
2022 after the US rapper and fashion
designer made a series of antisemitic
remarks.

Kanye was “a talented genius” who
“unequivocally made unacceptable
statements”, Sawiris said. “He apolo-
gised.It’s avery sensitivetopic.”

New chief exccutive Bjorn Gulden had

released earnings late on Wednesday,
forecast lower margins of about 7.5 per
centin 2024. It said last year’s margins
would have been lower, at 6.9 per cent,
had it not been for some accounting
effects from its combustion engines
division, which will be phased out. The
figure compared with a margin of 5.5 per
centin2022.

Net income came in below analysts’
expectations at €2.2bn, but compared
with a loss the previous year after the
carmaker was hit with writedowns on
its Russia exit.

Renault’s chief financial officer Thi-
erry Piéton said 2024 would be a

put Adidas back on track, said

“By 2025, you're going to sec acompany

that is very resilient, sports-focuscd,

and that givesstability totheearnings.”
While Sawiris is nearing another pro-

fessional id the review at

electric car push even after it recently
called off a stock market listing for its
EV division, Ampere.

“We musta't fall into a complete
depression n said

OCI, he insisted that he would not be
stepping back. “Let’s put it this way: we
are not retiring”

Additional reporting by Heba Saleh in Cairo

on Wednesday evening. “There will
certainly be some changes in the
rhythm of adapuan But the train has
leftthe station.

Financials

Berkshire pares back stake in Apple and sharply reduces holdings in HP and Paramount

ERIC PLATT — NEW YORK

Warren Buffett’s Berkshire Hathaway
sold 10mn Apple shares in the last
three months of 2023, cutting into a
position that the so-called Oracle of
Omaha has called one of the “four
giants” that account for most of his
group'svalue.

The sale, representing about 1.1 per cent.
of Berkshire’s holding in the technology
company, was notable as Buffett had
said as recently as 2021 that an earlier
decision to cut its Apple stake was
“probably amistake”

‘Apple has become a critical holding
for Berkshire and now accounts for
roughly a fifth of its market value. War-
ren Buffett’s sprawling conglomerate,

which owns the BNSF railroad and

Geico insurer, first invested in the

ll’lmlm ma_km' in 2016. Buffett ]a!,cr
d the i as

shares in the fourth quarter, and had
dumped 32 per cent of itsstake inmedia
company Paramount Global, offloading

T R o
tens of billions of dollars buying its
stock. In2022, he disclosed that the cost:
ofthat stake wasjustover $31bn.

The bet has paid off handsomely.
Even after the share sales, Berkshire’s
5.9 per cent position in Apple was worth
$174bn at year-end, according toa filing
with the Securities and Exchange Com-
mission on Wednesday. That dwarfs its
second-largest publicly traded invest-
mentBank of America.

Berkshire's filing showed it had also
cutits holdings of printer and PC maker
HP by 78 per cent, selling nearly 80mn

‘The wager on Paramount in 2022 has

been closely watched by the media
industry and was secn as an cmlursc—

deeper-pocketed rivals such as Netflix,
Disney and Warner Bros Discovery.

ment of the cmnpanys
its Paramount+ stre p]xdum as
well as its ability to compete with

Shari Redstone, has held talks with pos-
sible suitors for the company as it works

fellto 41 at the end of 2023. That was
down from 49 12 months carlicr, as it
exited stakes in companics including
General Motors, UPS and Procter &
Gamble earlier in the year. Berkshire

had invested in the largest US home-
builderjustsix

1o ive stream-  did not di:

Even after the ingwar’ i he fourth althoughiti

h it Leshire also exited i its holdings in satellite radio operator
Berkshire’s in payments business StoneCo, insurers  SiriusXM and in oil majors Chevronand
5.9% position Globe Life and Markel Corporation,and ~ Occidental Petroleum.
in Apple was homebuilder D:R. Horton. The sale of ~ Berkshire did not immediately
worth$174bn  DR. Horton marked a sudden shift by  respond toa request for comment.
atyear-end an investor typically billed as along-  Fora second quarter in a row, Berk-
TS term holder — Berkshire disclosed it shire also disclosed it had omitted at

Jeast onc nvestment from the quarterly
report, notingithad

The stock sales meant that the
number of securities Berkshire held in
its multibillion-dollar stock portfolio

treatment from the SEC. The company
usually makes that request when it is in
the midst of asignificant purchase.
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Portfolios are being adjusted as
tensions and state intervention

weigh on CSI 300 index stocks

Equities. Exposure risk
US investors in EMs switch
to ETFs that exclude China

carly as 2015 when the country’s con-
omy was still booming and index pro-
viders such as MSCI were planning to

CS1300 index had tumbled more than
20 per cent since last January before
recovering some lost ground followinga

i ighas 40 per cent.

SUN YU — NEW YORK

Emerging markets investors in the US
are snappingup exchange traded funds
ith iz and dumpi

Mare Zeitoun, chief operating officer
at Columbia Threadneedle Investments.
North America, said the asset manager
launched its namesake EM Core ex-
China ETF, the first ofits kind, that year
after cli d “havis h an

local ETFs in
recentweeks.

‘The volatility has triggered an exodus
of foreign capital including via the US-
listed, China-focused ETFs, which
accounted for 7.7 per cent of US resi-
dents’ holding of Chinese and Hong
as of last November, worth

wi
those focused on the world’s sccond-
largest cconomy — where a weakening
growth outlook has left stocks lagging
behind other markets.

The net capital inflow into eight US-
listed EM ETFs that exclude China more
than tripled to §5.3bn last year from a

overconcentration in China” might not
help EM investors gain a “simple and
broad exposure”.

The idea, however, did not catch on
until 2021 when Beijing’s crackdown on.
private groups, led by Jack Ma’s Ant
Group, helped trigger arout in US-listed.

about$23bn.

According to ETF.com, an industry
portal, China-focused ETFs have suf-
fered three straight quarters of outflows
since last April.

“China’sgrowth is slowing and it's just
not where it used to be,” said Angela
Miller-May, chief investment officer of

e [ "

year earlier, according to a Financial ~ Chinesetech companies.
Times analysisof ETF.comdata. is [ inni investin,
That 55 China-focused ETFs  inChina withrisks that

suffered combined net outflows of
$802mn in 2023 compared with inflows
of §7.5bn n the previous year.

The change in demand underscores
how global invest i

don’texist in other areas,” said Zeitoun,
“People started to say I would rather
have a non-China emerging market
solution”

China's demic recovery

sure to China, which has long been the
largest country inmost EM portfolios.
Geopolitical tensions and growing
. S

post-p
faltered thanks to a prolonged real
estate meltdown and a lack of private
sector confidence, is stock market went

unici
Fund, adding that her fund had “mini-
mal” exposure to the world’s second-
largest economy.

While Chinese equities fell 11.4 per
cent in 2023, other EMsrallied on hopes
of economic reform and a supportive
international environment.

India and Mexico, two beneficiaries of
US efforts to diversify supply chains

cause

Hard work: per cent and 16 per cent in their bench-
China’s ‘mark stock indices last year.
post-pandemic China’s size, making up a quarter of
recovery has the MSCI Emerging Markets Index,
faltered, hitti means d h

investor index investors to lose money even
demand for when other emerging countries are
its assets

Kern FrayedGetty Images

ol

Its divergence from other EMs has
prompted more investors to consider
EMETFs, which limit exposure to China
orcutitaltogether.

“In EM, there is too much focus on
China”said Rajiv]Jain, chief investment.
officer of GQG Partners, a $120bn asset
‘managerknown for itsbets on emerging
markets, “but the rest of EM is doing
fine”.

GQG’s flagship EM Equity Fund has
cutits China allocation from 40 per cent
to 5 per cent and redeployed the capital
to markets from India to Saudi Arabia
overthe past five years.

‘The race to divest from China in ETFs
does not mean that investors have lost
interest in one of the world’s largest
markets.

Several ETF managers said China’s
size and its uncertain policy environ-

Currencies

Kenya shilling
jumps after
$1.5bn bond
issue eases

default fears

JOSEPH COTTERILL — LONDON

Kenya's shilling has posted its biggest
one-day gainin more than 15 years after
the eastern African nation averted a
feared default this year by selling new
debt to ease alooming $2bn bond pay-
ment.

The currency, which fell one-fifth
against the dollar last year, rose about 4
per cent yesterday, reflecting relief
among investors after President Wil-
liam Ruto’s government managed to sell
a$1.5bn dollar bond this week.

‘The money was raised in orderto buy
back most of a separate bond that
threatened to strain the country’s
roughly §7bn foreign reserves when it
came up for paymentin June.

“Iwant to encourage Kenyans —if you
areholdingdollars . . . theriskof failure
to settle the eurobond is gone,” Chris
Kiptoo, the senior civil servant in the
country’s finance ministry, told Kenya's
Citizen TV.

“Sell your dollarsand get back tobusi-
ness and don’t do any speculation any
‘more,” he added.

The shilling’s rise to about Ks146
against the dollar yesterday from Ks160
a month ago has shifted it from being
oneofthe worst-performing African cur-
renciessofarin2024 tothe strongest.

Ruto's government also received close
to $2bn in demand this week for a

‘Ithink that was asmall
price to pay to guarantee
certainty and improve
vestor confidence”

shilling-denominated bond of about
$500mn, indicating the potential for
further inflows from global investors
that could help to prop up the currency.

It ultimately sold $1.65bn of the
bonds, which are designed to fund infra-
structure.

Kenya has benefited from a resur-
gence in demand for African govern-
‘ment debt in 2024 after a decline in US
Treasury yields late last year made risk-
ier credits such as junk-rated emerging
‘markets moreenticing.

Nevertheless, the country had to
accept a yield of 10 per cent on its new
curobond, a heavy repayment burden
that governments in emerging markets
usuallytry toavoid if possible.

have ona ride. The away from China, reported jumps of 19 ‘ment meant it made more sense to treat “I think that was a small price to pay
weighed on the country’s capital mar- the country on its own instead of as part to guarantee certainty and improve
kets asstocks in other parts of the devel- < of anyinvestment universe. investor confidence,” said Thato
opingworldrallied. American investors shun China-focused ETFs “Its not that investors don’t like Mosadi, sub-Saharan Africa strategist at

“The correlation of Chinese equities et fund flows (Sbn) China,” said Dali of Matthews Asia, Jefferies, noting that using new bonds
towards other major emerging markets - - 6 which last year launched an EM ex- forthe buyback would preserve Kenya's
has absolutely collapsed in the last few B China-focused Ex-China China ETF. “It's just that they prefer a accessto cheaper official loans.
years,” said David Dali, head of Portfolio % specialist to manage what is becominga Payments on Kenyas new dollar debt
Strategy at Matthews Asia, a San Fran- S G el spmlin e b will be staggered into $500mn instal-
cisco-based asset manager that invests ‘China’s excessreturns”” ‘ments between 2029and 2031 —in con-
in China and other developing nations. 9 . Zeitoun of Columbia Threadneedle trasttothe previousbond.

“Thereis certainly a percentage of our gl‘OWth 15 said the asset manager still provided Our giobal The bond rate was a price Kenya had
investors that just prefer not to have -2 slowing and  actively managed EM funds with China feam gives you to pay “given the situation that we are in
China in their portfolios at all and [the o exposure. “All that we were doingwas ~ market-moving | where liquidity is tight”, Kiptoo said,
solution] is an ex-China version of the T y y y T y y r — 4 itsjustnot enabling investors to calibrate how  news and views, adding that Kenya previously had to pay
emergingmarkets,” he said. Q1 @ o3 Q& o1 Q@2 a3 Q& o1 where it much China they wanted, nottoremove 24 hoursaday ‘more than 10 per cent to borrow syndi-

Asset managers have been offering 2022 2023 2024 . thementirely” flcomymarkets | cated bank loans while the bond mar-
EM ETFs that exclude China since as ~_Seree= ETFcom FT ansysic ‘esm202  usedtobe”  seelex Kets were shut.

Media Insurance

Independent seeks to gain control
of BuzzFeed and HuffPost in UK

DANIEL THOMAS — LONDON

The Independent, the British media
group, isin talks to take control of the
operations of BuzzFeed and HuffPost
UK as it seeks to expand in a tougher
climate for advertising revenues.

The Independent will assume all

editorial and commercial control of US

digital mediagroup BuzzFeed in the UK

under a licensing deal for its various

brands — including HuffPost UK, Sea-

soned and Tasty — according to people
iliar with the talls.

Staffinthe country will be transferred
toitsLondonoffices.

The multiyear strategic partnership is
asymbolic moment for the sector with
the almost 40-year-old British media
group taking charge of the local opera-
tions of a start-up once seen as the
future of the industry and known forits
combination of easily shared listicles —
article written in list format — and
confectionery-coloured emojis.

Shares in BuzzFeed rose more than 50
per centyesterday afternewsof the talks.
‘The group will continue to provide glo-
bal content, tech and strategic support.
to TheIndependent as part of the deal.

The

halarger cohort of

need for media groups to expand their
commercial operations following
Google's decision to kill off third-party
tracking cookies on Chrome this year,
which has made it harder for companies.
to generate money through digital

vertising.
People close to the discussions
between and Buzz-

GenZandmillennials.
The agreement will also help The

MS Amlin’s Japanese owner to boost
underwriting capacity in London

AN SMITH

INSURANCE CORRESPONDENT

capacity — a measure of the business

The Japanese owner of Lloyd’s of
b ° ey

expand its

offerings, including through ecom-
merce, cvents, audio, content syndica-
tionand product licensing.

The Independent and BuzzFeed
declinedto comment.
i not immedi-

Feed said the combined audience for the
latter’s various brands would offer
advertisers and ccommerce groups the

BuzzFeed was founded in 2006 by
chief executive Jonah Peretti

T
atelyavailable. Content is also expected

between the two businesses
inthe UK and US.

The partnership comes after many
digitalrivals have been forced to cutjobs
innewsroomsin the UK and US, includ-
ing Business Insider, Forbes and Pitch-
fork. Sites such as The Messenger, the
US-based digital news start-up, have
also been foreed to close after making
heavylosses.

BuzzFeed, which was founded by
chief executive Jonah Peretti in 2006,
hasalso suffered in recent years.
zFeed last year closed its news
on and announced it was cutting
its workforce by 15 per cent as part of an
effort to cut costs. HuffPost, which was

increase its underwriting capacity in
the capital's specialist market by halfto
£3bn during the next five years as it
invests in the UK hub over rivals in the
EUand US.
Shinichiro Funabiki, chief executive of
Mitsui Sumitomo Insurance, told the
Financial Times that the company had
decided to focus its investment plans on
the UK because of London's primacy in
analysing complex global risks from
supertankerstosatellites.

London was“still . . . veryinvestable”
despite Brexit and political instability,
headded. “The fact that insurance grew

here as an industry and as a business, it

that it underwrites — in Lloyd’s and the
so-called company market that sur-
roundsit.

The move would cement the groupas
one of the biggest underwriters in the
London market.

This year, the company will write
about £2bn of businss within Lloyd’s
itself. It has also rebranded another

He highlighted a recovery in the unit,
which posted an underwriting profit in
2022 for the first time since its takeover
ofthe group.

When Mitsui Sumitomo struck the
deal to buy UK-listed Amlin in 2015 for
£3.5bn, it was hailed as transforming
the overseas operations of the Japanese
group by giving it a platform to expand
outside Asia.

“onthe

‘There is so much history
and expertise, experience,
skills, knowhow thatis
fostered here in the UK

subsidiary, MSI Europe, as MSIG UK to

help build up its position in the com-
pany market outside of Lloyd’s and

traditional reliance on

yand
expertise, experience, skills, knowhow
that is fostered here inthe UK .. . and T
would, as a business leader, never
undervaluethat.”

Mitsui Sumitomo, which this month
celebrates the 100th anniversary of its
investment in London, plans over the
next half-decad

servingJapanese clients.

It plans to hire more expert under-
writers and investintstechnology plat-
form too, Funabikiadded.

table” again as part of the group’s inter-
national push, Funabiki told the FT this
‘month. Both large-scale and bolt-onglo-
bal acquisitions were options, he said.
‘The Amlin unit was fined by the Pru-
dential Regulation Authority in 2022 for
risk-management failures that began
before Mitsui Sumitomo’s ownership.
Funabiki said it had since worked
“vigorously” toimprove checksand bal-
ances and strike a “better balance
between our risk-taking activities and
our risk controls and risk manage-
ment”.
Funabiki also praised UK regulators,

“We are now ready to
into MS Amlin and use it as a driver to

which h der criticism from

Tawmakers and lobby groups for being

lead our iz i ing for-

acquired by BuzzFeed in 2020, is now
h h o o

h £3bninstamp

ward,”’

slowin approving new
ties.
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The day in the markets

What you need fo know

& Wall Street's SSP 500 lifted by energy
and rate-sensitive property stocks

«US government bonds rise after
‘weaker US retail sales

» Tokyo stocks close in on all-fime highs
‘with gains for Topix and Nikkei 225

Global stock markets rose yesterday after
data showed US refail sales fell more than
expected in January, easing concerns
‘over an economic resurgence that might
threaten hoped-for interest rate cuts.

Wall Sireet's benchmark S&P 500 staod
02 per cent higher by midday in New
York, boosted by energy and rafe-
sensitive real estate stocks.

The tech-heavy Nasdaq Composite, in
contrast, slipped 02 per cent with index
heavyweights Microsoft, Apple, Nvidia
and Alphabet all in the red.

The moves follow a run of mixed
economic data in the US this week.

Stronger than expected January
inflation figures, released on Tuesday,
sparked a shortlived sell-off in equities
and bonds on concerns that the economy
is running foo hot for the US Federal
Reserve fo justify cutfing rates soon.

But fresh data yesterday showing weak
consumer spending during the same
‘month assuaged investors. The volume of
refail sales in the US declined 0.8 per cent
‘month on month in January, more than
‘economists had forecast.

Initial jobless claims, a proxy for lay-
offs, slipped slightly — a sign of confinued
labour markef sirength — but confinued

‘ US Treasuries whipsaw as traders weigh rate cut bets ‘

10-year Treasury yield (6
435
430
¥ 425
4.20
US CPlcomes in
hotter than expected
# 415
410
! I T I T
12 13 14 15
Feb 2024
‘Source: Bloomberg

Benchmark 10-year Treasury yields fell
as much as 7 basis points as investors
bought the debt before then refracing
some of this move to trade 3bp lower at
424 per cent, reflecting higher prices.

In currency markets, the dollar slipped
0.3 per cent against a baskef of six peers.

The dollar had hit its highest level since
mid-November earlier
following the release of January’s strong
inflation data.

as investors

for aid rose,
perhaps signalling that people are finding
it harder to find new jobs, analysts said.

cheered robust corporate results and
surnme dividend rises lmm mmnanles

The data sign the
‘economy is softening’, according 1o
Andrew Hollenhorst, chief US economist
at Citii

jet-engine
producer Safran, xnd energy firm
Centrica.
The region-wide Stoxx Europe 600

added 07 per cent, Paris’s CAC 40 rose
09 per cent, Frankfur's Xefra Dax gained
04 per cent, and London's FTSE 100
added 04 per cent.

Tokyo stocks closed in onall-fime
highs, with the Topix benchmark adding
03 per cent while the export-oriented
Nikkei 225 Average rose 1.2 per cent.

Elsewhere in Asia, Hong Kongs Hang
Seng index gained 04 per cent and
Seoul's Kospi retreated 03 per cent.

Markets in mainland China remain
closed for thelunar new year holiday.

Brent crude, the i

The coming capex
boom will require
ashift by investors

Cathy OReilly

Markets Insight

ne day, the question of
whether inflation-ridden
cconomies experience a
hard or soft landing will be:
settled.

Inflation will moderate, probably to

will ultimately ismic it

ting of carbon-intensive buildi d

Estimates from McKinsey & Com-
pany suggest that capital spending on
physical assets will amount to approxi-

In some ways, thistilt to capex-ready
industries is already bearing out in the
breakdown in the traditional 60-20
pnrnfnhnsplnbetweenbﬂndsandsmcl&

‘mately $130tn through to 2027, led prin-
" et

between 2and 2.5 per cent. Free mar-  cipally by emphasis placed
kets will price in the real cost of capital i o onri k

a5 opposed to negligblelevels thatthe Bt thisfigure does not account for _ interet ninternational smaller compa-
world has gorged on during the past  more recent in energy- markets
eycle. Welllal fields mm pri itha low corre-
tion as central banks and governments  such as Al and robotics — where  lation to stocks and bonds, like agricul
adjust to anew economic paradigm. demand for the capacity to store and

What then after this “Great Correc-
tion”™? With inflation volatility under
control, dowe go right back to where we
started? The journey to price stabilisa-
tionis being heralded as the end rather
than thebeginning of structural change.

Icouldn't disagree more. All signsare
pointing to the next decade or two being
universally different from before.

‘The return of normalised inflation
thatanyoneover theage of 40 will recall
will inevitably influence asset allocation

exchange more data will overlap with
capex requirements to upgrade global
grid networks, harness renewable

‘When the inflation plane
does eventually land, we'll
all open the hatch to anew
and unfamiliar normal

ture and forestry, alternative real estate
‘and renewable energyinfrastructure.

‘How capital is deployed is equally as
important as where it is deployed.
Active asset management will make
greater strides than passive investment
in a capex boom — particularly as the
goal is selectively to invest in physical

‘assets necessary to newecon-
omy as opposed to seeking a broad
“catch-all” exposure.

The conscquence is that, on public
exchanges, broad indices may obscure

benchmark, rose 18 per cent to $83.05
abarrel, just shy of the highest level
since the start of the year. George Steer
‘and Stephanie Stacey

[ |
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Deutsche Bank threatened with fines
over flawed money laundering controls

OLAF STORBECK — FRANKEURT

Germany’s financial watchdog has
threatened tofine Deutsche Bank after
the lender failed to fix flaws in its anti-
‘money laundering controls in the latest
setback for chicf exceutive Christian

Sewing promised to put an end to Deut-
sche Bank’s long-running legacy of con-
trol shortcomings and misconduct scan-
dals after becoming chief exccutive in
early 2018, forking out more than €2bn
toimproveinternal control systems.

In 2022, the supervisory board
capped Sewing’s bonus, along with nine
other members of the management
board, over the delays in improving
internal controls.

BaFin said yesterday that it had
extended the mandate of its special

‘BaFin has ordered specific
measures to improve

the IT systems used for
transaction monitoring’

y
that the improvements to its transac-
tion menitoring systems demanded by
BaFin had only been “partially com-
pleted”.

The US Federal Reserve fined Deut-
sche Bank $186mn last year for a “mate-
rial failure” to fix “unsafe and unsound
‘banking practices” that it had promised

1 2015.

‘monitor, dispatched in latc 2018, until
ber 2024,

In late 2023, BaFin dispatched a sec-
ond special monitor to oversee Deut-
sche Bank’s German retail
which was inundated with client com-
plaints after a botched IT update last
summer.

Itis the second time in less than two
years that BaFin has threatened Deut-
sche Bank with fines over its flawed con-
trols.

The regulator last threatened
Germany'’s largest lender in late 2022
when it was behind schedule on
fixing flaws in know-your-customer
controls.

People familiar with the matter said
the KYC issues had since been resolved

£

Th had
toend thisspring. Deutsche Bank said in a statement
“BaFin has ordered measures  thatthere were “nonew findings” in the
to improve the IT systems used for  latest BaFin rebuke and stressed that it
the watchdog inuc to fully co-operate with

said. D:msch:l!ankwlllhxvcmpaya

BaFin and invest the necessary

fine

resources’

nergy, ‘meet grow-

freerate. i ise  inpri isa real bifur-

But it s the more persistent issucs  thewestgencrally. cation cmerging between asscts fit for

i —mos Forward-thinking investors with a  the new cconomy and those that are
than inflation — that will apply the longer look are already think-  beis

ivi willhold— It will stll take time for institutional

and keep growth low. These include
demography, climate change, rising
healthcare costs, food security and the
obsolescenceof legacy infrastructure.
The goldenthread uniting these chal-
lenges s that solving them will require

not least because private capital will
havea pri

investors and intermediaries to get
to this shift.

formation that will dwarf previous
smaller capex cycles that were broadly
state-led.

over global supply chain dependency,
the case for refreshing infrastructure
and capitalisingadvanced industriesare

Exposure to

P!

Russell Napier, the market strategist
and economic historian, describes this
as a “capex boom”. Others call it an
incor

physical
ded”

in the energy transition and the green-
ing of material supply chains are some
areas where investors are expecting

\coming
Whatever way it is badged, Lh:

_ Others include logistics supporting

ally land, we'll all open the hatch toa
new and unfamiliar normal. And who
willtake priority?Investors with a head
start, of course.

to tackle these mission-critical issues

facilities,
data centres, bsnny ‘making, retrofit-

vy OReilly s chicfadministrats
«and managing partner at Fiera Capital
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Moral M@ney Forum

Your guide to better business
and finance

The FT Moral Money Forum takes key issues
from the ESG debate and produces regular

reports to highlight the ideas, policies and
practices that are making a difference.

The forum highlights macro and philosophical

questions and explores propased solutions.

Get involved at
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Once upon a time in 18th-century Denmark

This weeRs film releases
reviewed by Jonathan
Romney and Leslie Felperin

ut ahorse and the odd patch
of grass in a film and critics
will confidently declare that
it is really a Western. But
there is no doubt whatsoever
that The Promised Land is absolutely a
Western —even if itis in Danishand set
in the 18th century. Nikolaj Arcel’s film
fits the time-honoured genre codes per-
fectly. Notwithstanding the occasional
periwig, it resembles those epic oaters
once directed by the likes of John Ford
or Anthony Mann, with bursts of vio-
lence that are closer to Sam Peckinpah.

The film also has a hero in a tradi-
tional mould of implacable terseness.
He is Captain Ludwig Kahlen, a histori-
cal figure, played by Mads Mikkelsen —
a soldier of humble origins who peti-
tionsthe Danish kingto let him tame the
inhospitable heathlands of Jutland.
Court officials dismiss him as an
upstart, but he gets permission to pur-
sue hislone mission.

Really, the aloof, grim-faced Kahlen
sees himself as alone. He has the sup-
port ofa couple who have fled theirabu-
sive master and, eventually, a young
Roma girl who latches on to the gruffly
reluctant captainasa surrogate father.

Struggling out in the wilds, Kahlen
could be a California frontiersman or a
prospector panning for gold in Alaska.
He is matched by another variant on an
archetype — Frederik De Schinkel, a
younglocal landowner whois this film's
equivalent of an evil cattle baron.
Played by Simon Bennebjergwith flam-
boyant, black-comedy nastiness, he isa
snobbish, sadistic narcissist and the
‘most engagingly loathsome screen vil-
lain seen in a while. The particularly
refined touch of evil comes when De
Schinkel doles out a horrific punish-
‘ment atasoirée — but insists that a chil-
dren’s choir singover the screams.

Directorand co-writer Nikolaj Arcel is
best known for A Royal Affair, another

‘Top: Mads Mikkelsen in “The
Promised Land’. Above: Juliette
Binoche and Benoit Magimel in
“The Taste of Things'

ik s e st

period piece starring Mikkelsen. At the

arthouse

y
orchild.
The gravel-voiced Danish star makes
Kahlen a siff sobersides whois as likely
to crack a soupgon of a smile as Clint
Eastwood istobreak into a fitof giggles.
But there’s nuance to his character:

workout Eureka hypes the presence of
movie star Viggo Mortensen (Green
Book, A History of Violence) — but the
Mortensen obsessives will feel they’ve

The Promised Land
Nikola] Arcel
Fkk K

The Taste of Things
Tran Anh Hung
AAAKK

Eureka
Lisandro Alonso
ke

Bob Marley: One Love
Relnaldo Marcus Green
R2 2:s003

screen provide peak thrills. Thejabiru
should have had top billing above
Mortensen’s name LF

In UK cinemas now

Asthetitle suggests, biopic Bob Marley:
One Love rather emphasises the
beatific, don’t-you-worry side of the
reggae legend, rather than the rebel
firebrand. Beginning in 1976, it offers
an oddly structured depiction of Mar-
ley’s career: with an attempt on his
lfe, it moves forward to global supers-
tardom, interspersed with brief flash-
backs to his early years. But we don’t
learn much about those years. There are
‘many figures from Marley’s life repre-
sented here — including long-standing
bass player Aston Barrett, who died ear-
i 5

blinkered pride, a
the fragile unworldliness of a man who
has only ever known the army. Alovely
touch is Kahlen's awkward inability to
respond to the decorous flirtation of De
Schinkel’s cousin and intended bride
(Kristine Kujath Thorp).

Mikkelsen is beautifully comple-
mented by newcomer Hagberg Melina,
whose sparingly irreverent Anmai Mus
brings warmth and spiky comedy, as

been tricked, for he di he
first 20 minutes. He plays a grizzled
19th-century determined to res-

cue his runaway daughter from a near
lawless town in the Wild West. And then
suddenly, a visual sleight of hand shifts
the focus from this black-and-white
pastiche to a more realist, contempo-
rary locale: an Indian reservation in
South Dakota.

As we follow Native policewoman
Alaina (Alaina Clifford) on a typical
night shift, the grinding poverty, sub-

b d fve i h

centre of his new, bolder
outingisthe actor’s variation on the rug-
ged outdoors man who finds himself,

Tike John Wayne in many of his roles,
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well as i an
theme; and by Amanda Collin as the
housckeeper who gradually thaws her

pe
observes start to feel as ineluctable as

Tier hois played by his
son Aston Barrett]r. But barely a hand-
ful fully emerge as characters, and that
includes Marley’s early singing partners
Peter Tosh and Bunny Wailer, reggae
legendsin their own right.

What we do get is a sense of Marley’s
determination to bring peace to a
conflict-riddenJamaica, and of his mar-
riage with musical partner Rita Marley.
Vividly played by Lashana Lynch, sheis
the most powerful presence here — vari-
ously tender and fraught, her scenes
with Kingsley Ben-Adir as Marley are
the movie's best moments. The film is
discreet about Marley’s extramarital

gl comore kwms Vel The promised Land e by
and bleak beauty of alandscape across  Tesembles those epic ing him knowing looks. Notably, the
the seasons, bringing visual sweeptoan N producersinclude Rita herself and chil-
utterly satisfying old-school narrative  WeStEINS directed by the  dren ziggyand Cedella Marley:
that ::aywwxi to;;ay would be hard- Jikes of John Ford or ) i mm}go xa;l'cr\:is) T
pressedto muster. onstersand Men, King Richard) applics
In cinemas now Anthony Mann considerable seriousness to his depic-
tion, which conjures up a plausible feel
Intheoldd: thatmany  the - Alaina’s niece Sadie (Sadie  of the 1970s, in Jamaica and Europe
food, apart. - LaPointe, i seeks relief  alike. i alittle

sional grand cinematic tasting menu,
such as Babette’s Feast or Big Night. But
just as there’s been explosive growth in
food culture, there's b lut of food-

from this endless cycle of despair. Her
decisive act once again whisks the film
off to a whole new period and place —
the. ian rainforest in the 1970s,

related films and TV, enough to popu-
late several Netflix subcategories and
even spawn abacklash movie: last year's
acidic satire of fine dining, The Menu. In
that context, The Taste of Things fecls
like a return to the very best kind of
comfort viewing, a work that nourishes
the soul and whets the appetite but

where jealousy and greed destabilise a
small community.

Argentine director Lisandro Alonso
stitches Indigenous stories and experi-

flat — and occasionally clunky in a
showbiz-story way, as when the song
“Exodus” magically emerges from an
impromptu jam after Marley hears the
theme tune from the Hollywood film of
thesame name.

Overall, Ben-Adir evokes a careworn
gentleness without quite mustering the

create a mystical Mébius strip of a film.
The ambition impresses, but viewers
will need to be slow-cinema devotees to

geniality
inarchive footage at the very end; what
he does impressively capture, though, is
Marley’s exalted animation onstage. In

without

Director Tran Anh Hung (The Scent of
Green Papaya, Norwegian Wood) has
always been a connoisseur of crafts-
‘manship. His miniaturist’s attention to
detail gets a dazzling workout in The

longtakes of people
doing not very much at all — walking,
sitting, driving, dying and so on.
Moments where a massive, computer-
generated jabiru — a South American
stork that’s black and white and red

the film's favourisi to compro-
‘mise on its sometimes thorny Jamaican
Patois for global appeal. It hasn't always.
been the case with reggae films, but this
time Babylon will just have to get by
without subtitles. JR

Taste of Things’ opening 40 minutes. The
sequence takes place in a chateau’s
cellar-kitchen, circa 1889, a sunlit space
full of glinting, ringing copper pans.
Gifted chef Eugénie (Juliette Binoche)
prepares a multi-course feast that
includes a rack of veal, roast fish,
quenelles, a vol-au-vent and one of
those newfangled desserts, an omelette
norvégienne — what Anglophones call a
baked Alaska—amongother treats.

It's all for her employer-lover Dodin
Bouffant (Benoft Magimel, once Bino-
che’s life partner, playing opposite her
for the first time in years) and his
coterie of gentlemen friends in the cha-
teau’s dining room upstairs. Eugénie
insists on eating downstairs with the
scullery maid, despite the gentlemen's
pleasthat she join them upstairs. Allthe
guests are epicures, but Dodin is the one
most famous for his taste, known
nationwide as the “Napoleon of the culi-

arts”. Eugénie is more than just his
Josephine. Their relationship in the
kitchen is that of equal collaborators,
‘mutually admiring of each other’s pal-
atesand talents.

Upstairs in Eugénie’s attic bedroom,
things are a little more complicated.
Dodin would like to marry her but she
doesn’t quite see the point of matri-
mony. Just when she consents to give
‘him her hand, she grows ill with one of
those mysterious 19th-century mala-
dies. Dodin must cook for her. Food is
their love language but this intimate
drama becomes a lens through which
Tran also explores food history and
fashions, the subtle politics of domestic
service, the graceful beauty of middle-
aged love. All of it permeates every
impeccably performed and composed
frame of this considered and strangely
profound film. Like a great wine,
The Taste of Things has a long, lingering
finish. LF
InUSand UK cinemas now

iddl he

Left: Adanilo R
in ‘Eurcka’,
which stitches.
together
Indigenous
stories and
experiences.
Below: Kingsley
Ben-Adir and
Lashana Lynch
in the biopic
“Bob Marley:
One Love’
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Since the launch of its viral chatbot, the Al start-up has become one of the fastest-growing companies
in history, but questions remain about the long-term viability of its business model.
By Madhumita Murgia and George Hammond

n the morning of Novem-
ber 18, during a tech con-
ference in Tokyo, Ting Cai
received anews alertabout
OpenATl’s Sam Altman,
who had been ousted in a boardroom

coup.

Cai, chief data officer of Japanese tech
giant Rakuten, was caught off guard. He
had flown back from San Francisco days
earlier, where he had recently seen the
chief executive of the artificial intelli-
gence pioneer and his team, with whom
Rakuten had been collaborating on a
new Al business platform.

Straight away, the Japanese executive
‘was reassured by OpenA[s senior man-
agement that there had been nowrong-
doing on Altman’s part, and Rakuten
decided to keep faith in its partnership
with OpenAL Three days later, Alunan
was reinstated, under a new board. “It
was difficult times for them, but our
bond and relationship s even stronger,”
Cai says. Rakuten was not alone in
standing firm behind OpenAT’s busi-
ness, despite ructions at the top of Sili-
con Valley’s hottest start-up. In Decem-
ber, OpenAT’s revenues surpassed $2bn
onan annualised basis, making it one of
the fastest-growing technology compa-
niesin history.

Since the launch of its viral chatbot
ChatGPT in late 2022, OpenAl has built
upabusinessthat is amonga handful of
Silicon Valley companies, including
Google and Meta, to have posted reve-
nues of $1bn within a decade of being
founded.

The Microsoft-backed company
believes it can more than double its
yearly run rate —a measure of the most
recent month’s revenue, multiplied by
12 — in 2025. The company’s enterprise
tools, built on generative AImodels that
are capable of producing text, code and
images, have been bought by finance,
media and technology groups ranging
from Morgan Stanley to Axel Springer,
Salesforce and Rakuten.

According to Altman, 92 per cent of
Fortune 500 companies use OpenAl
products, which include ChatGPT and
its underlying Al model GPT-4, while
ChatGPT has 100mn weekly users.
While the company has accelerated the
pace of its sales growth in the past year,
its valuation has also risen exponen-
tially from roughly $29bn last April to
$86bn in October, premised on its
future moneymaking potential. Inves-
tors are betting that consumerand busi-
ness interest in generative Al will con-
tinue to climb in the coming year, as
people are eager to experiment with the
technology.

But as OpenAl enters its year of rapid
growth, questions about the long-term
viability of its business model remain.
Altman and Satya Nadella, chief execu-
tive of Microsoft, have both said they
believe generative Al will significantly
accelerate global productivity and eco-
nomic growth, accruing wealth broadly
along the way, which can be continu-
ously invested into its further develop-
ment. Altman’s stated goal is to build
“artificial general intelligence”, a form
of intelligent software that would super-
sede human intellectual capabilities.

However, many companies are yetto
figure out how to integrate generative Al
into their processes, or estimate what
kinds of cost and productivity benefits it
might bring. And even as demand
grows, Open AT’s advantage as the first
‘moveris shrinking as tech groups such
as Googleand Meta work to catch up.

“OpenAl is throwing a lot of stuff at
the wall to see what sticks,” says Ethan
Mollick, a professor at Wharton Busi-
ness School who focuses on Al and inno-
vation. “They have a typical start-up
identity crisis happening: on one hand
they could build a profitable business,
wind down their R&D costs and make
improvements totheir product. Orkeep
goingfor this absolute moonshot, where
the world changes”

Meanwhile, the costs of training and
running large language models, such as
OpenAT’s GPT-4, remain cye-wateringly
steep. Altman has suggested it could
cost in the order of a trillion dollars to
develop AGI, largely due to the infra-
structure and data required to train
‘more sophisticated models.

For now, investors and analysts
remain focused on the more immediate
question of where returns on invest-
ment will come from, and whether
OpenAl can sustain long-term growth
while its spending vastly outpaces sales.

OpenAl at work
Rakuten

left, and Brad
Lightcap, the
company’s chief
operating
officer, believe
the business.
can more than
double its yearly
run rate in 2025
FT montagelRestersAFPia
Getryimages

an OpenAl build an
empire on ChatGPT?

In otherwords, can OpenAl create valu-
able superintelligence before it runs out.
of cash?

OpenAl was founded in 2015 as a not-
for-profit research Iab. Its mission then
was to create superintelligent AT that
benefits humanity. While Altman says
this is still OpenAl's guiding principle,
the company has turned into a fast-
growing business under his leadership.
Altman, the former president of Silicon
Valley start-up accelerator ¥ Combina-

cap.“Alotof where we're pushingis try-
ing to give people enterprise grade
tools . . . and ﬂlrn giving them mysm

Benedict Evans, a former investor at
venture capital firm Andreessen
Horowitz who is now an independent

OpenAThas re]endesslyexpnnded its

analyst. “But there’s a sec-
ond step, which is: huw does this actu-

product p: ips, while cutting
costs to developers asit seeks to sustain
its advantage over more established
rivalssuch as Google, as well as a wave of
new companies such as Mistral that are
building open-source models to com-
pe'EwiLh GPT-4.

tor, is described by one AT
“prototypical venture capitalist”

'someone exceptionally good aLspnmug

momentum early and capitalisingon it.

Led by chief operating officer Brad
Lightcap, OpenAl has built revenue
streams around two main products: the
company’s calling card ChatGPT and
the underlyingmodel GPT-4.

Businesses can pay for subscriptions
to ChatGPT through ChatGPT Team,
which costs between $25-830 per user
per month and can be used by smaller
teams. ChatGPT Enterprise, aimed at
teams larger than 150 people, has
stronger security and privacy protec-
tions and can only be bought via an
annual subscription.

ChatCPT Enterprise now has more
than 300 paying customers. Lightcap
tells the FT that this stream will be a
“tremendous driver of growth for us
over the next few years” and that the
self-reported gains in productivity from
customers were “huge multiples, not
small per cents”.

OpenAl also charges companies to
access its most advanced model GPT-4,
via an application programming inter-
face, or APL It recently launched a GPT
Store to its subseribers, who can build
apps on top of OpenAT's software, ina
similar way to Apple’s i0S App Store —
although there is no way yet to make
money fromit.

“The th

1y the Al models
Imvc had marked dfmls on their busi-
nesses. Enterprise tech group Sales-

you

The chief hmm:la] Dﬂmer at one
‘multibillion-dollar business says that,
‘while most of his peers were using Chat-
GPT in some way, it was often at the
‘margins of their business and he was
surprised at how little they were actu-
ally paying OpenAl “You see people
spending $100 and $1,000, it not Like
people spend on AWS,” he says, refer-
ringt

force, for example, says its client:
seeing significant results in the area of
customer service. Clara Shih, chief exec-
utive of Salesforce Al says clients had
found that using Einstein, the tool the
company originally pmn:md with
OpenAl to build for b

But even as this process continues,
rivals are circling. Competitors such as
Google, Anthropic and Meta have spent
billions developing their own models
and are now focusing on creating clear
= hesoftr

had driven down average call handle

times by double digits and materially

improved customer satisfaction scores.
“You can use this to cuthslS, but in

Last week, Google announced a pre-
‘mium subscription plan costing $20 a
‘month foruse of its most capable model,
Gemini Ultra, which carly users claim is
e 6 'GP

practice, from i, we
see that they can redeploy their cus-
tomer service representatives to
become brand and product storytellers

.and do salu," Shih says. “It's been

really pro
DobtotPay; anﬂn].lnclcgalscrvmt.has
used OpenAl tools in its.

T4
It joins start-ups such as Cohere,
Anthropic and Mistral who are all sell-
ing Al models to businesses ranging
from banks and media groups to law
firms and management consultancies.
"[OpenAl] arc now first among equals,

chatbot that helps customers contest
fines such as parking tickets. Founder
Joshua Browder says OpenAl lowering
its prices was “transformative to con-
‘sumer companies” like his.

ut although there has been
take-up of Al

e ufmrybudy else”says Evans.
The quality of the company’s next
model will determine how it fares
against rivals. “Everything depends on
GPT5. Ifthey don't have atechnological

Iead, their advantage is much lower,”
Mollick said. The start-up willalso have
ition even closer to home with

models in the short term,
many business leaders
remain unsure of how the
technology will lift their bottom lines,
whether by cutting costs or creatingnew

kind of awakening, that these models
are really quite powerful” says Light-

DoNotPay

“Everyone’s done a proof of concept.
Every CEO has got the account” says

Salesforce

Microsoft, which is entitled to 49 per
cent of profits from its for-profit subsidi-
ary. Microsoft has rolled out Copilot, an
Al productivity assistant, in its suite of
productivity apps, which includes
‘Word, PowerPoint and Excel, for $30 2
‘month. Copilot runs on OpenAT's tech-
nology, and the start-up has a profit-

Rakuten formed a strategic
partnership with OpenAl in 2023.
OpenAl has helped the company to
build ifs own Al fool fo support
clients with marketing, sales,
‘customer support, operations,

strategy planning and engineering

DoNotPay uses OpenAl's GPT-4 APl fo
help consumers contest utility bills o
parking fines. The company uses GPT-
35 for simple conversation and GPT-4
for more complex negotiations — which
are often held with other chatbots —

Salesforce

according fo founder Joshua Browder

Salesforce has built its own chatbot,
called Einstein GPT, using OpenAl's
platform. The fool is designed fo
makeit easier and more efficient for
businesses using Salesforce
software to interact with their own
customers

‘Everyone's
donea
proofof
concept.
But there’s
asecond
step, which
is:how
does AL
actually
change
how you
do things?

sharing agreement with its investor on
any sales made through its platforms.
Customers can buy OpenAT’s software
either directly from the company or via
Microsoft and its Azure platform. While
Microsoft has not disclosed sales or user
figures for Copilot, the company said in
October that 18,000 customers were
buying OpenAl software through its
Azure platform. OpenAl receives a por-
tion of revenue via Microsoft sales of its
products, but it keeps a larger share
from direct sales, according to The
Information,atechnology newssite.

Customers who opt to use OpenAT's
tools via Microsoft say they do so for
greater security of data and because
their internal software is already inte-
gratedwith Microsoft’s products.

“Copilot offers us a more connected
customer view; which in turn allows us
tobuild more integrated experiences for
ourbrands;” says Jessica Tamsedge, UK
chief executive of Dentsu Creative, a
creative agency which became one of
the first customers of Microsoft Copilot.
“OpenAl is more siloed in how it holds
data and plays back to the advertiser or
enterprise.” But businesses that work
directly with OpenAlI describe a rela-
tionshipwhere they are less a customer
than a co-developer. Cai, of Rakuten,
says the partnership spanned multiple
Ievels, including with OpenAT's product
and business teams as well as with Alt-
‘manand Lightcap.

“When you want to bring your tech-
nology to billions of customers and lots
of business partners, you need to apply
it to real products,” he says. “This is
where Rakuten is interesting to them —
we have channels to reach 70 different
businesses . . . in shopping, travel,
Tt o] e Driition
Mobile. Soit isvery complementary?”

eyond its direct competitors,

OpenATwill have to take ona

generation of new companies

thatwill race to build special-

ist applications on top of the
range of available AI models. Analysts
like Evansbelieve customers will look to
buy these enterprise-friendly and tar-
geted products, rather than use general-
ist Al software like ChatGPT for all their
needs. He says: “My . . . thesis is this
willget unbundled [into] lots and lots of
different products.”

Sc:pum say there is a fundamental

ient between what companies
want and what OpenAl is ultimately
aiming for. “Not everyone needs a Fer-
rari . . . [enterprises] don’t care about
an aJ] kmmmg all-seeing entity: they
care about making money from this
tool,” says one Al investor who has
backed some of OpenAlI’s rivals. “The
‘mundane objectives of a corporation
are misaligned with artificial general
intelligence.”

The revenue from clients is not likely
to make a significant dent in OpenAT's
huge capital requirements asit gearsup
to launch its next-generation model
CPT-5inthe coming year, and pursueits
longer-term goal of creating AGL

Altman and others have given esti-
mates of the cost of building out A
infrastructure varying from the hun-
dreds of billions of dollars to as high as
$7tn over coming years. Whatever the
number, the need for cash will oblige the
company to seck new funding from
existing backers such as Microsoft and
new investors with even deeper pockets.
With OpenATs current valuation
already approaching $100bn, tradi-
tional venture investors, who typically
take carly bets on companies with huge
growth potential, are largely priced out.

Edward Stanley, European head of
thematic research at Morgan Stanley,
questioned whether jumping into pri-
vate Al companies was a smart decision
for investors focused on tangible
returnson theirinvestment.

Sovereign wealth funds and nation
state-backed investors are one possible
avenue for fresh capital. Altman has
spoken with investors in the Middle
East including Sheikh Tahnoon bin
Zayed al-Nahyan, one of Abu Dhabis
wealthiest and most influential figures,
aboutanew venture to secure OpenAT's
pipeline of semiconductors. These
could lower the company’s costs dra-
‘matically and reduce its dependence on
chip designer Nvidia.

In the short term, OpenAl must think
small in orderto buy time to get inves-
tors and customers to see the bigger pic-
ture. Lightcap says his team's focus is
not just on selling its products into
enterprises, but also on building its own
micro-versions of solutions to chal-
lenges businesses identify internally.

Altman’s long-term goal, meanwhile,
will be convincing consumers and cor-
porations to believe in — and finance —
his grandiose vision of building superin-
telligent AL Altman says: “The unbe-
lievable abundance that will come from
‘massively capable and massively availa-
ble intelligence, what that will doto eve-
ryone’s quality of life . . . there’sa moral
imperative to do that.”
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The painful reset in commercial real estate

City authorities need to
support the repurposing
of offices and retail space

Signs of stress in the

developers will still face higher refi-
nancing costs. Meanwhile, increased
remote working has hit demand. Office
vacancy rates remain well above pre-
pandemic levels in cities across the US,
Europe and Asia. Loan delinquencies
limb.

226 per centdrop in the value of office
space by 2030across major global cities.
Businesses arc already downsizing into
higher-quality spaces, and are also
redesigning offices. Vacant buildings
may lay idle for long periods, and others
could irely

real estate sector are now mmulgﬂud(
and fast. This month investors have
been spooked by exposures on CREloan
books at lenders including America’s
New York Community Bank, Japan's
Aozora and Germany's Deutsche Pfand-
briefbank. The US Treasury secretary

negnhmrs are right to monitor the
risk of fire sales and hidden exposures
among private lenders. But a wide-
spread contagion through the global
system seems unlikely. Capital
buffers, oversight and loan transpar-
ency, while far from perfect, have all

Urban authorities are not powerless.
They can help extract more value from
buildings by supporting their repurpos-
ing. Office-to-residential conversions
are one option, which can also help
offset. national housing shortages.
Mixed-use spaces areanother.

Janet Yellen also last <on-

cernsover the impact of

Some in contract tia-

Although interest rates are expected
to come down this year, the sector
remains in a tight spot. An estimated
$1.2tn of USCRE debt i

tions and. ic investors look-

ing for discounts will provide a cushion.

Instead of a short, sharp shock, along

period of painful adjustment is in store.
~ N

next two

patterns persist,
il and offi lingsi

use can
cities, cushion price fallsand reduce the
risk of stranded assets. By avoiding the
destruction of entire structures, it is
environmentally friendly too. But even
with falling prices, it remains costly.
Real estate businesses also often cite

he Mort-
gage Banker P ial

n cen-
tres will be hi i Projec-

property values have alrcady fallen
stecply, and since rates are unlikely to
return to previous lows any time soon,

tions by McKinsey suggest demand for
office space will remain below pre-pan-
demic levels for decades, with at least.

icated planning systems, strict
zoning laws and building regulations as
other factors hindering redevelopment
‘across cities. This is where city authori-
tiescan play a facilitating role.

Flexing building
usc canhelp
revamp urban
arcas, cushion

price falls

and reduce
therisk of
stranded assets

Planning rules and processes should
be made more flexible to encourage and
speed up repurposing efforts, without
compromising building standards.
Municipalities can also help by conven-
ing with developers, architects and
planners to ascertain what is possible,
andwhat additional infrastructure may
be nceded. Imagination is important
too: a corporate auditorium could
become a cinema by night, while urban
Iabs can support new research districts.
Many buildings will remain uncon-
verted. There are architectural obsta-
cles, and demand depends on neigh-
bourhood quality. But opportunities
to eke out affordable living spaces and
other commercial activities should
form part of urban regeneration plans.
If authorities want to sustain the
dynamism of their cities, they must
become more agile. The CRE market is
resetting. By enabling more buildings
to be repurposed, that transition can be
‘made less painful for lenders and inves-
tors —aswell asurbanareas themselves.
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Should pay be more

transparent?

saneman

n average, women are

paid less than men. And

Plllet you into asecret of

the sisterhood: they

don't like it. Policymak-

ers around the world have seized on

a supposedly simple solution, which

is to make pay more transparent.

If only the evidence were more
straightforward.

Policies that illuminate pay siton a

spectrum. At one end, some American

states protect the right of workers to

that people appliedto a broader range
of jobs. Awkwardly, though, the gen-
derpaygapdidn'tbudge.

Policies that shine a light on gender
pay gapsbetween employeesare trick-
iest. Where workers are unionised,
transparency policies don’t seem to
have much of an effect. Where indi-
viduals bargain, the evidence gath-
ered by Cullen suggests that being
open about salarics does wurk inone
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Expat Hungarian pleads with Orban to end the grandstanding

Your assessment of Hungarian Prime | — cast 60 per cent of the blocsforeign | served to build his big leagne
Minister Viktor Orban’s policy vetoes in

disruptive behaviour in the EU is six years, an astonishing imbalance. political olation within the
largely on target (“What is the It’s no secret that Orban has EU. Undﬂ his much-heralded “pivot to

endgame for Europe’s chief disrupter”,
T]le E\ngd February2).

outgrown Hungary. He has long
wanted to be 2 major international

the cast” strategy, Orbin has managed
to establish a unique relationship with

been the height of hubris: Budapest
against 26 European capitals, including
three from the G7. At the end of the
day, he haslost much face and
credibility within the EU for which the
Hungarian people pay the price.

Orbiin's larger-thanlife player atall costs. Especially in Beijing, bringing large Chinese S0 Mr Orbiin, enough of playing
po].\hm] ego —rivalling that of his hero | European politics, where h to | B poker. Enough of the grandstanding.
Donald Trump — drives his excesses, | become the standard bearer of the Trump's presidency, Orbén finally It time to return to your league before
his bluster and the frequent use of continent’s extreme right, as wellas | received the long-coveted recognition | it's too late. Iam asking for thisasa
political blackmail. He i i-immigration and anti-Brussel from America as well. Trump praiscd | decply concerned Hungarian citizen
responsible for the fact that Hungary — | forces. Orbin as his political “twin” and currently livingin America.

which accounts for 1 per cent of the Orbin's much cultivated special Europe’s strongest leader. Istvan Dobozi

EU's aggregat ith Viadimir Putin has Orban's recent Ukraine vetoes have | Sarasota, FL, US

Corporate Korea shares sanx | Schools progress in poorer | Don't blame private equity
fault for the fertility crisis states aids global economy | for child labour violations
Professor Jaemin Lee (Opinion, Stagnating educational attainmentin | Iwas pleased to see your business
January 30) is correct that South Korea lowi ies s deeph school case’, but the
faces a demographic crisis, one that has g article “Is pri

been brewing for the past two decades.
However, the causes of this declining
birth rate — the lowest not only in the
OECD but in the world — go far deeper.

It is true that housing policies, long
an unfixable feature of South Korea
duc to ts primary role in national

sense. O form in i in its financial
2018 found Lhamepamesfacmgnrw structure, are a factor. And high
disclosure T learly also play
afifthof the average gender pay gap. a role, but the major issue concerns

The problem is that the squashed
gap came not by raising women’s pay,
but by curbing that of men. Transpar-
ency seemsta have a “back stiffening”
effect, handing employers power to
push backin negotiations. (‘Tdloveto

the role of women in South Korea.
Politicians steer away from this deeply
cultural phenomenon.

The marriage ratc has been declining
in South Korea and only 28 per cent of
women in a recent poll had a positive

N THE Ecomemy s
TURNING A CoRNER"

fall behind on educational goals’,
Report, February 8). Even more so
when reliable barometers of progress
in numeracy and literacy may be

for child labour vln]annns”" (Special
Reports, FT.com, February 6) needs to
put a different question.

In reality, most private equity firms
and pensions funds understand that

This "l:arml\gcnsls" matters to the suuugmcixlperfummnceqn child
whole world. Glob Iabour

advancement hinges on :dm:aumul Tronicaly these ﬁnann: mrlum'y
success in 1 ater
N e e e e
global workforce will come from Africa | compared with many others in the

within a decade.
Yet about 98mn children remain out
Africa.

finance sector. So, there is something
redundant in some of the questions

of school across subSa.lman that this article poses for readers.

Even as particij hild Th i should be about the
still face low primary education efficacy of current practices to protect
completion rates — 63 per cent, that value. The persistent prevalence of

discuss pay among themselves. At the . Why is this? The tackling the trade conundrum of compared toa labour begs the
other, Sweden, Finland and Norway _ there isn'tthe budgettogive one tothe basic fact is that although women’s counting carbon. Working together 87 per cent. There are not enough question: why s the current approach
make everyone’s carnings accessible  ladiestoo.” Iabour force participation rateshave | with standards bodies, international teachers or d how do we better
to the public. (This adds a certain Other risks include that the men increased slightly (but are still below isati e pri per cent of th lationis | identify and
spice to reality television shows, experiencing soggier pay growth 'OECD averages and below that of we were delighted that more than 40 nndu 25 yearsold. ‘The article hints at the need inr a
where one can rank the incomes of  reduce theireffort. (“Surebro, lljust |  Japan), women leaving the labour force | organisations endorsed the “stecl International collaboration and ‘mindset shift in our approach to
prospectivecouples.) take a little longer to respond toall |  havea difficult time to work part-time | standards principles” at COP28. investment will be critical, and lnhemuun of environmental, e
Employers in the EU are bracing  those emailsI'm being sent.”) Anyone ortoenter the labour market once For time, play 1l | directing e issues. We must move
themselves for a major reform falling ~ else whonowunderstands that they’re married or embracing motherhood. ‘major steel producing regions and - B be,,m,a practices that contradict
somewhere in the middle. By 2026 being paid less than their peers will Plus, the gender wage gapasreported | production routes have committed to | training. policies, beyond box ticking exercises
be irritated too. (“Please, please stop by the OECD is the highest forSouth | greater alignment in counting When Ri hosts 25 heads and surface-level
callingeach other bro”) Korea. Largely to blame is corporate | emissions, which can head off trade of state and government at the Instead, we should adopt amore
Formalised wage setting ~ AstudyofaDanishreform increas- | Korea, where companies havemade | disputes. UK-African investment summit in comprehensive and proactive strategy
¢ ©  ing transparency shows this isn’t | mno mngble efforts to remedy labour While harmonisation might be April, he intends to strengthen that goes beyond mere compliance to
practices are meant hypothetical. It found that affected market tion. And this is appealing as a first best, different UK-African partnerships to create jobs | ensure business practices do not
to leave less room firms suffered from lower productiv- not surprising given the absence of approaches seem inevitable to measure | and growth. The most effectivewayto | destroy value. This entails embedding
. . . ity, enough to offset the boost to ‘women froz jor chief it the product, process or achieve this sustainably will be to ESG considerations into every stage of
for implicit bias profits ofalower wagebill. exceutive positions. company level, whether for upstream | prioritise education. the investment process and fostering a
Some other unintended conse- Given the lagin demographics, this | buyers, tax authorities or sharcholders. | Peter Phillips culture of responsible investing across
employees will have the right to  quences mightbe tricky topick upin problem s no longer fixable before But regardless of approach, for tradeto | Chigf Executive, Cambridge University the industry.
hear “objective” criteria for pay and  the research done so far. Companies South Korea's population decline takes | take place we need to trust (and verify) | Press & Assessment, Cambridge, UK With the support of assurance
progression, as well as what others  could avoid being shamed by out- on serious consequences. that one tonne of carbon counts as the partners and erucially, data capabilities
doing work “of equal value”carn. And  sourcing low-paid jobs. Or they could Robotics and artificial intelligence | same in Washington, Beijing or Paris. | Post Office: a case study. from supply chain intelligence
anyone ‘wanting to hire will have to getmanvevndl mmp:msanml (Gcn— «can help, but immigration reform ‘This is why we are working with our o o ) platforms, we have an opportunity for
ith jobscckers. Mares would elpmore and be aquicker parters o promote interopenabiliy | BULWill anything change? | B8 o e e seire
All this will probably sound good to N'F'[‘Dfﬂltcnrpmalflugo”’ bron) solution. This again runs i Itis frustrating to see yet another this moment to rethink our strategies,
anyone who has ever felt gaslitbyan  Now, pay can bebased on amixof | constraints. Studies have shown that and = togive the market the aticle proposing senior executives redefine our priorities and support
mployer. Putti onjob  vibe thehassleof |  population decline along with limits it need: for their private equity to pay fora
adverts can save time. Formalised  replacing someone. But as companies on technology and the efficiency of choose the best decarbonisation paths actions (“Top beheld inable and equitable ft
pay-setting| Id leave less ingly have to justify their pay capital will hurt South Korea’s future And thisisfust part of our improved | Individually accountable?, Opinion, Erin Lyon
room for implicit bias. But arecently ~ gaps, it scems likely that more will economicgrowth. conditioning in the climate and February 12). Head of Consulting, LRQA,
published study by Zoé Cullen of move towards formalised, rigid pay ‘This is a variable that politicians may | sustainability space. The WTO Susan Hawley is of course correct. London EC2, UK
Harvard Business School suggeststhat  structures. Anthony Poole of McLa- worry about, even if greater gender secretariat also proposed to the UAE | and in quoting the ills of the Post Office
llus mixed bag of efforts will have  gan, a consultant, notes that some equality is not one. presidency the first ever “tradeday” at | identifies an elephant in the room. Always a cap to fit
arly will find the required Danny Leipziger during COP28.and | Those i
" Start with the good news. People  categorisation of employees uncom- Professor of International Business, presented alist of trade policy tools behaviour and resulting cover-up at Hats off to Robert Armstrong (Style,
tend to underestimate what their fortable, “Some of this stuff is really |  George Washington University, for climate action for governments the Post Office clearly on the evidence | Life & Arts, FT Weekend, ]anuary 20),
bosses carn, and cnlightening them  tugging at the DNA of how an organi- Washington, DC, US to consider. provided to the inquiry include but there’s onc item missing from
can be motivating. A study ofasouth-  sation thinks about career, about Our director-general n]sn executives, lawyers and civil servants lms :ll]ayablc sartorial classification
east Asian bank found, for example,  progression, about pay,” he says. WTO and steel sector the first with ultimate ility in the in the US: the
that when workers discovered their  In the short term, more formalisa- e ey —— taskforce on carbon pricing, which has | hands of ministers. baseha]l cap.
bosses earned 10 per centmorethan  tion probably means headaches for gn 8 just kicked offits work. To date, no resignations and no Sported notjust by spommen s
they previously thought, their sales  managers. They will have to work | Regarding Alan Beattic’s column At any rate, I am grateful that you ons h d, instead 1l dress
revenue rose by Lper cent. Lesscnjoy-  out how to measure achicvements “Emission impossible and the trade have spotlighted this important ageneral unwillingness to admit B e e LT
ably fortheir tas of calculating carbon” problem. Come and join us at the wrongdoing and alack of recollection | Donned by celebrities and nonentities
1percent more emaiks. e scttings. They will (Trade Secrets, FT.com, January 22), | forthcoming 13th ministerial about factual matters that exhausts alike, regardless of budget or age, and
The evidence on in Tam happy to report that the World conference, in Abu Dhabi. belief. branded with slogans and logos a gogo,
ok v s Inseveral di staff, who may not be the Trade Organization is ot as sclerotic And we will certainly be back at The tragedy thatis being exposed there’s always a capto fit.
cases it seems to have raised pay bestjudges of thei d in fact. COP29 with new on studyinyears |  The wrongway round if you're cool
overall, presumably by helpingunder. Count me in on the war against | the WIO iat has cmbs arbon to come and will prompt questions like | — or to the hustings where Donald

paid workers find better opportuni-
ties, and by pressuring employers to
work harder tokeep their staff. Aftera
reform in Slovakia, one study found

gender bias. But some battles are
bloodierthan others.

‘soumaya keynes@ft.com

a novel way to combine trade and

climate solutions on this very matter.
At the behest of the industry, we took

the steel sector as a starting point in

Jean-Maric Paugam
Deputy Director-General

World Trade Organization, Geneva,
Switzerland

those raised in Hawley's opinion picce.
Things will not have changed.

Hugh Cooper

London SW4, UK

Trump's hot-headed voters are on red
alert — just wear it!

Michael Poynor

London SW19, UK
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Al can strengthen cyber defences, not just break them down

cer. On Friday, at the Munich Security

Sundar Conference, Tl join discussions about
ke another important priority: Al's impact
Pichai onglobal and regional security.

Leaders in Europe and elsewhere
have expressed worries about the
potential of Al to worsen cyber attacks.

astyear s mpidxndsignif— Those concerns are justificd, but with.

i the right ions, AT has the poten-

wered e o over time to strengthen rather than.
ial mtelligence, MilHons of  weaken theworldscyber defences,

peopleare now using Al tools armessing Al could reverse the so-

to learn new things, and to be more pro-
ductive and creative. As progress con-
tinues, society will need to decide how
best to harness AT's enormous potential
while addressingits risks.

At Google, our approach is to be bold
in our: iti Al

H
called defender’s dilemma in cyber
security, according to which defenders
need to get it right 100 per cent of the
time, while attackers need to succeed
only once. With cyberattacks nowa tool
of choice for actors seckingto destabi-
lise and d the

drive cconomic progress, advance sci-
enceand addressthe most pressingsoci-
ctal challenges. And we're committed to
developing and deploying Al responsi-
bly: the Gemini models we launched in
December, which are our

stalkes are higher than ever. Fundamen-
tally, we need to guard against a future
where attackers can innovate using AL

and defenders can’t.
To empower defenders, we began
and AL

yet, went through the most robust

safety evaluations we've ever done.
Yesterday, I visited the Institute Curie

in Paristo discuss how our Al tools could

approaches in Google cyber sccurity
teams more than a decade ago. More
recently, we've developed a specialised.
large language model fine-tuncd for

cyber defences. Some of our tools are
already up to 70 per cent better at
detecting malicious scripts and up to
300 per cent more effective at identify-
i it ilities. And

default, with privacy protections built
in. This technical progress will continue.
But capturing the full opportunity of AL
powered security goes beyond the tech-

Al learns quickly, helping defenders
adapt to financial crime, espionage or
phishing attacks like the ones that
recently hit the US, France and other

That speed is helping our own detec-

We need to guard against a

future where attackers are

able to innovate using the
tech and defenders can't

tion and response teams, which have
seen time savings of 51 per cent and
have achieved higher-quality results
using generative AL Our Chrome
browser examines billions of URLs
against millions of known malicious
web resources, and sends more than
3mn warnings per day, protecting bil-
lions of users.

help with their pi work on
some of e oo e

ays Al can bolster

defenders also means
‘making sure Al systems are secure by

gy itself. Isee
private and publicinstitutions can work
together.

First, regulation and policy. I said
last year that Al is too important not to
regulate well. Europe’s Al Act is an
important development in balancing
innovation and risk. As others debate
this question, it’s critical that the
governance decisions we make today
don’t tip the balance in the wrong
direction.

Policy initiatives can bolster our col-
lective security — for example, by
encouraging the pooling of data setsto
improve models, or exploring ways to
bring AT defences into critical infra-
structure sectors. Diversifying public
sector technology procurement could

training. We're also supporting innova-
tive start-ups, like the Ukrainian-led
company LetsData, which provides a
real-time “Al radar” against disinforma-
tion in more than 50 countries.

Third, we need deeper partnership
among businesses, governments, and
academic and security experts. Our
Milaga safety engineering centre is
focused on cross collaboration that
raises security standards for everyone.
Atthe same time, global forumsand sys-
tems — like the Frontier Model Forum
and our Secure Al Framework — will
play an important role in sharing new
approaches that work.

Protecting people on an open, global
web is an urgent example of why we
need aboldand responsible approachto
AL It’s not the only one. Helping
researchers identify new medicines for
diseases, improving alerts in times of

help instituti id the risks of rely-
ingonasingle legacy supplier.

Second, Al and skills training, to
ensure people have the digital literacy
needed to defend against cyber threats.
Tohelp, we've launched an Al Opportu-
nity Initiative for Europe to provide a
range of foundational and advanced Al

natural disasters, or opening up new
P . hoare

all j d will

What Barclays’
history tells us
about its current
predicament

Philip
Augar

n February 20, Barclays’

chief executive C S Venka-

takrishnan will be reveal-

ing the outcome of astrate-

gic review. Such reviews

are arite of passage for Barclays CEOs.

History provides the reasons for such

self-examination, as well as clues for
today’s management and regulators.

As has become usual for Barclays’

the issuc is an underper-

Al belng developed responsibly.
Progressinall of these arcas will benef
Europe, and the world.

The writer is chief executive of Google and
Alphabet

Private equity
ignores protests
atits peril

ometh the hour, cometh the

protest. In recent years,

investors — and journalists

— have watched in amaze-

ment as the private equity
world has boomed to a once-unimagina-
bledegree.

One sign of this emerged on Monday,
when FT calculations revealed that the
leaders of entities such as Blackstone,
KKR, Apollo Global, Ares Management
and TPG enjoyed a more than $40bn
rise in the value of their holdings since
January2023.

Then on Tuesday, the personal
finance guru Tony Robbins told US tele-
vision that “If you had a million bucks
and you put it aside in the S&P 35 years
ago . ... it’s worth $26mn” — but if you

i i ity “it’s

that while “its great [PE funds] make
money for our retirees — whoare teach-
ers—and for other funds . . . they need.
to also share the wealth with the work-
ers of those companics and with the

‘What should the wider world con-
clude? There are three key points. First,
chatter about a backlash is (yet
another) sign that years of cheapmoney
have created bubbles.

After all, history suggests that pro-
tests rarely emerge in the beginning or
‘middle of abull cycle, but at or just after
the peak. And in the past year, there
have been mutiplesignsof froth: lack-

huge energy into

inrecent years thrown
an initiative called Ownership Works,

which gives a stake in pri

the private equity world is trying to
refashion mumg:mdsmmlm tract,

quity-
owned companies to employees.
Cue uplifting videos of workers at

h as CHI Overhead Doors, a

ting on $4tn of capital (aka “dry pow-

Michigan manufacturing company, cel-

thisis le-but-impor-
tant shifts in how we imagine capital-
ism. In the 20th century, it tended to be
synonymous with public equity mar-
kets. Indeed, they were viewed as the

Some unicorns have terrible govern-
ance. Their assets are hard to trade; the
London Stock Exchange, say, is still
‘waiting for permission tostartan “inter-
‘mittent trading venue” for privately
owned companics. And opacity makesit
difficult to tally valuation losses or

der”) they have been unable to deploy;  cbrating their financial gains. And with  key pillar of the ket, profit-  potent

fundsare shufflingassets and taking on. ~ other firms, such as Apollo, TPG, War-  secldn bythelsth-  Butit il ! i

d:bm: juice returns, as exits slow;there  burg Pincus am‘l Advent Adam Smith. tal boom will go into reverse any time
aluation losses ip Works, the this was ironic, since  soon; after all, public equity markets

and underperforming assets that are

initiative hopes to generate more than

S developed his vision in an era

have challenges, too. That is why Cal-
strs’ comments are nnkmg insofar as

$139mn” Culp. No wonder a survey
from KKR this week also showed that 28
per cent of family offices plan to invest
more in private equity. For private
credit, the figure is 45per cent.

But even beneficiaries are startingto
protest. Take Calstrs, the $327bn US
pension fund that is one of the world’s
biggest backers of private equity. This
week, Christopher Ailman, Calstrs out-
going chief investment officer, warned

to stay, more scru-
tiny is inevitable, not least because the
‘media and politicians are slowly realis-
ing that the 20th-century image of capi-

forming share price. This is generally
blamed on Barclays’ investment bank
arm, which absorbs a majority of risk-
weighted assets, produces lower returns
thanthe rest of the businessandappears
accident prone. Investors don't like it.

Although the investment bank dates
back to 1985, the current strategic bind
stems from the great financial crisis. In
September 2008, Barclays agreed tobuy
Lehman’s US equities and corporate
finance business out of Chapter 11, com-
pleting the quarter-century-long dream
of a seat at Wall St's top table. Staying
there would be a stretch but with Bob
Diamond running the investment bank,
the anchor of a robust consumer bank
and the backing of an ambitious board,
investors briefly shed their doubts.

Not so the authorities. The following
‘month, the British government was des-
perately shoringup the country’s banks

ugh an infusion of state capital. Mis-
trustful of Barclays balance sheet and
risk management capabilities, the gov-
ernment pressed it to join Lloyds and
RES in state ownership. That would
have killed the investment banking
strategy just when the board thought
theyhad it fixed, so they refused.

‘The Bank of England and its regula-
tory arm, the Financial Services Author-

‘Be careful what you
wish for’ is a message
that board and regulators
can take away

ity, were furious. Sceptical of Barclays’
ability to survive, the FSA told Barclays
it had until June 2009 to find £12bn to
stay out of state hands and this would
haveto include the sale of a business.

There was only one big, detachable
sale candidate: Barclays’ investment
‘management business, BGL. This once
obscure corner of Barclays had been
carefully nurtured into one of the
world’s biggest fund managers, with
over £1tn under management.

During the autumn and winter of
2008-9, Barclaysinched its way towards
the £12bn capital target, raising money
from the Middle East, suspending the
dividend and shedding risk-weighted

Soif the luminari as

still largely led; and it has y2030. when were
becnmehxniwmls:mﬁmds. But such projs i by i i I}
The second key poi more it family The one notable
wr‘sl:sdtnnntdmkamfmmﬁmnmxl still if the secmrwamsmavmd aback-  exception was the “joint stock” frame-
dowhen faced lss}l. That $20bn arget,afterall isstll - workused by the East India company —
with protest. Consider & i jtylead-  which Smith disliked talism-as-public-equity
bankersin the no - whenthat sec-  ers g;ams]sstyear Of course, s ith's era sharehol-

tor boomed — and then faltered — most.
of its luminaries initially ignored pro-
tests or dismissed them, making their
problem worse. So, too, with hedge
fundsadecade earlier.

Some private equity leaders under-
stand this, and have tried to counter
unpopularity. Pete Stavros, co-head of
private equity at KKR, for example, has

That leadstoa third point: insofar as

Chatter about a backlash
is yet another sign that
years of cheap money

have created bubbles

derism has exploded. But the private
capital boomischoing hisworld:entre-
prencurs such as Elon Musk are build-
ing vast privately held companies, as
“unicorns” (private companies with
$1bn-plus valuations) multiply. Family
offices are exploding in scale. Private
credit and cquity funds have boomed.
There are obvious dangers in this.

Apollo and Blackstone are as smart as
their pay implies, they should double
down on initiatives like Ownership
Works —and pay their taxes too. That is
not just because it is good PR, but
becauseit is the right and moral thing
too. Justask the ghost of Adam Smith.

gillian.teti@ft.com

1
‘more and in June 2009, Barc!
to sell BGI for £4bn cash and a 20 per
centinterestin the acquirer, BlackRock.
Even though BGI was cash generative
and used little capital, there was a mod-
est improvement in Barclays’ capital
ratios and regulators were delighted.
But investors disagreed, worried that
the sale left Barclays over-dependenton
the investment bank. Barclays had sold
its crown jewels and to make matters
worse, in2012, againin

John
Thornhill

I

How hardware is (still) eating the world

||]su)rs ‘mew capital rules, the bank sa]rl
its BlackRock stake, also for £4bn..
¥ Overthe ensuing years, on the back of
its new status as a broadly-based fund
‘manager, BlackRock's shares soared
while Barclays, hampered by a per-
ceived over-dependence on investment

its extreme ultraviolet lithography tech-  recently overtook d Ama-  impact Thereisover- 50 per cent. Moreover, Altman isprob- | banking, flatlined. The arithmetic of
nology, ASMLcan enable 2.9 times more.  zon. An d Altman, OpenAlchiefexe-  capacity y directionof | this di is stark.
ed on toa chip, sig- industry.  travel, cvenif L he and Bar-

nificantly improving mmpu\][\g power,

AI fmnzy after launching ChatGPT, has

Therc is gcnpnlmcal nsk associated

memory and Many of toinvestasmuch  with China, oncof the biggest chip mar-
- as$7mto energyand  kets, which is being squeezed by US

insatiable demands of tech companies  data centres to run the future techecon-  export restrictions. A salutary market

developing the latest artificial intelli-  om; ing, that would e i

gence services. That makes ASML an
e — Tich to vil

December, the Dutch technology

e

company ASML started shipping
250 crates to Oregon to install a
€350mn machine for the US chip-
'maker Intel. The Twinscan Exe: 5000,to
ive the machine its full name, is proba-
bly the most complex piece of equip-
ment ever built. Weighing as much as
two Airbus A320/jets, it took a decade to
develop and will require 250 engineers

More than a decade ago, venture capi-
tal investor Marc Andreessen famously
declared software was eating the world.
But the hardware needed to power that
software is still hungry, and growing
hungrier. Some investors arc calculating
hardware may be a surer bet than soft-

require a staggering amount of new kit.

Some investors calculate
it may be a surer bet than
software when it comes to
exploiting the Al revolution

ware when it ling the AL
revolution. This is a classic “picks and.

tor companies have spent just over $1tn

Its purpose? To “print” tiny 8-nanom-

hovels”pl he Al gold rush.

ASML:

Itis telling

Hw}.mh

y.

But there are two reasons to believe
longer-term demand for the leading-
edge hardware companies’ products
will stay strong. First, it is mind-bend-
ingly difficult, and costly, to do what
Nvidia and ASML do. Last year, ASML
spent €4bn on research and develop-
‘ment, aiming to extend th

will be precisely wmllgabqul.dlc speed
ofthejourney. “Wearc inan arms race to
develop intelligence on a scale we have

clays’ interest in BGI would therefore
have been worth $24bn if it still owned
it. This is only slightly less than Bar-

before,” clays’ total market
son, partnerat Arete These decisions, though taken under

For now, we are still in the carly, | extreme circumstances, were strategi-
rescarch phascof. cally d

nies tune their models, says Simpson.
But we will soon enter the deployment
phase when pretty much every com-
pany and government department will
seek to 1dnptAl “There will be a. decr
ade-]

ang
disastrous. They leave Barclays in its
current dilemma, over-dependent on
capital-intensive investment banking,
short of stable, cash-producing busi-
nesses and with the shares sitting atless

increase in computing power, known as
Moore’s Law, for the next two decades.
In an interview with the FT last year,
Peter Wennink, ASML’s outgoing CEO,
talked about the “exponential increase
in complexity” inchip desig| neededto

to sec enormous innovation,” he says.
“We have not really started the deploy-
‘ment phase yet and that is when the big
gunwill goofffor investors”
Asever, the challenge is to distinguish
between a routine market cycle and a

cter lines on asilicon wafcr, compared  valuc is now 1.85 times that of Europe’s S be,asmy June secular business shift. Whatever the
with the 13-nanometers in carlicr mod-  biggest software company, SAP. Simi- P et yinthe short- ions, itwould
cl. That sounds like a microscopic dif-  larly, the market worthof Uschi irenthu-  industry. ASMLs “ncar- monnp\)ly“pasl— be unwisetobet against that shift

itis, butit ha. Nvidia, whi i siasm for Al-related hardware compa-  tion, in the words of one analyst, enables
tions. By iterationof  inguni Almodels, nies. There is excessive hype about the it to command margins of more than _john.thornhill@ft.com

What would sharcholders give to
reverse these decisions? That is one
question that can’t be answered next
week, but “be careful what you wish for”
is a message that board and regulators
can take away from the events that led
Barclaystoits current predicament.

The writer’s books include ‘The bank that

lived alittle: Barclays in the age of the very
freemarket”
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Motor finance: risk of

banking pile-up

Used-car sales geta bad rap. A UK.
Tegulatory review into motor finance
commissions extends that to the
sector’s lenders. Both the Financial
Conduct Authority and the Financial
‘Ombudsman Service have
investigations. It evokes the long-
Tunning, and expensive, payment
‘protection insurance scandal. Any
lenders funding motor finance should
worry about how it could mushroom.

Bank Close Brothers yesterday
decided to cancel its dividend for the
full year because of uncertainty on the
probe. The bank, which offers
‘nonprime loans for used cars, did not
put capital aside for patential costs.

The issue is loans used-car dealers
offer buyers, funded by banks. These
range from Lloyds (through its Black
Horse unit) to Close Brothers and other
groups. Until the FCA prohibited the
‘practice in January 2021, dealers
collected a commission of varying size
to connect buyer with lender.

Some consumers complained about
added, sometimes undisclosed, fees.
Negative publicity fuelled the fire.

Itis hard to grasp the size of this
‘problem. PPL, initially played down,
Dblew up into a £50bn-plus issue for
‘banks. An unknown is how far back
compensation should go. The FOS
jurisdiction over probes like this only
extends from 2007, which would mean
a maximum period of 2007-20.

One compensation estimate, by Citi,
was £9bn in possible charges for banks
invalved. Lloyds would require £1.3bn.

Close Brothers

Share prices rebased

Close Brothers might argue that its
auditors would not accept a rough
estimate without a clear timeframe.

Instead, the market has done the
calculation. Its share price fell 26 per
cent. Since the KCA's announcement on
January 11 that it would expand its
review, the bank has lost £600mn of
market value. Any dividend savings for
2024 tots uptoless than £100mn.

The effect of regulatory crackdowns
— including compensation claims that
drove lenders like Provident Financial
and Amigo out of the business — tends
1o be bigger than initially thought. The
regulator’s consumer duty means
issues flagged this review could spread
to other consumer finance products.

‘That is a vague and unmeasurable
threat, although one that banks and
investors should take seriously. Though
Lloyds’ stock hardly reacted yesterday,
it has fallen 14 per cent this year, much
more than Nat West or Barclays,
despite Lloyds” £31bn capital buffers.

For the most part, banks have kept
quiet about any financial risk on
motor: i Thereis

German

property: distress signals

Project i

lending show

Germany’s

A supply crisis beckons, with fewer homes being built than the country needs. But the prospect of lower
inferest rates has revifalised the sector since the end of last year and lifred shares.

German mortgage lending and

German property companies

project
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Higher rates have meant a 12 per cent
annual fall in commercial valuations
in the final quarter of last year, the
largest on record, according to the
association of Pfandbrief banks this
week_ The fallout from the implosion.
of René Benkao's group Signa has

distress in

aused-car taint that won't go away
until that changes.

China exposure: from
can’t miss fo liability

Exposure to China has never been this
fraught. For decades, the second-
biggest economy was seenas a can’t-
miss opportunity. These days it is
‘becoming a liabilit

Amer Sports is a case in point. The
company behind Wilson tennis
racquets and Arc'teryx parkas raised
less money than hoped from its initial
public offering this month. Concerns
about its growing reliance on China and
debt pile weighed on appetite. About 2
fifth of Amer’s sales came from China
in the first nine months of 2023, up
from 8.3 per cent for all of 2020.

Being so closely entwined with China
is not the flex it once was. Its economy
is struggling to regain traction.
Relations with the US remain tense. A
growing real estate crisis, shrinking
demographics and rising youth
unemployment are sapping Chinese

commercial real estate.

Residential property appears to be
faring better, supported by strong
tenant demand and growing rents.
Don't believe that will last. Shares in
residential landlords such as

developers, that the real pain is felt. A
boom in new construction, sales and
home prices accompanied the low rate
era. With ts end, all are in freefall.
Rising costs squeeze the profitability of
developers. For the most leveraged, it
no longer adds up as residential yields
have moved above 4 per cent. Unlike
for owners, there s little in the way of
consolation from rising rents.
Developer insolvencies last year
resulted in calls for state support to
dds Thousi:

T T I TTT T T T T T T T T T T %0
2018 19 20 21 22 23 24 Nov. 2023 Feb 2005 10 15 20 23
ostimates
‘Sources: IFQ; Bundesbank ‘Source: LSEG 2028 ‘Source: Germany Property Foundation
German property s in a pickle. itis further up the value chain, with develaper, which builds larger

multifamily projects. The group has
suffered the same problems asits
smaller peers. Its market value
peaked in 2021 at €1.5bn. It is worth
less than a third of that today after
sales cratered. Net debts of just
2.8 times ebitda in the third quarter
of last year, including a substantial
cash pile, mean firepawer for deals.
h e 4

and listed in Australia, offers tools to
design circuit boards which could give
Renesas an edge with its customers also
looking for an electronics product
design platform.

Renesas will pay A$68.50 a share for
Altium, which had sales of $263mn for
the year to June, a premium of more
than a third to its Wednesday closing
price. Renesas, on the other hand, fell
asmuch as 5 per cent and closed down
2.5 per cent, in contrast to a nearly 50
per cent rise for Altium.

The $5.9bn is significantly higher
than the $3.9bn takeover bid Altium
received in 2021 from software
company Autodesk, which it rejected.

A growing st of big-ticket
‘acquisitions in recent years should
raise eyebrows.

Renesas bought Apple supplier
Dialog for €4.8bn ($5.6bn) in 2021 and
splashed out $10bn on US rival
Integrated Device lechnology in 2019
and US chipmaker Intersil in 2017.

Last month, it said it would buy
US-based power chip group
Transphorm for $339mn. Getting the
‘most out of those buys could stretch

sharply over the past

any team.
strike more

rising 20 per cent, with expectations
i ial demand is set to

shortaj
There are parallcls with the UK,

Vonovia, TAG and LEG h llied
since the end of last year,

where
due to poor conditions. In Germany, a
ket means

property
owners. Bosses have served upwords.
of comfort: Vonovia’s Rolf Buch
thinks the bottom is close.
Inreality, further writedowns for
‘property owners seem inevitable. But

sales from the region for the December
quarter. Estée Lauder cut jobs and
profit guidance as the post-Covid
rebound in China failed to materialise.

Yet overall, China exposure still
seems to be seen as a boon. The MSCI
World China Exposure index, which
tracks 52 companies with high Chinese
revenues, hita high this month after
gaining 30 per cent in 2023.

The markets have reacted reflexively
to one-off news. But valuations have
generally held up. Of the 12 companies
on the S&P 500 with the greatest
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Recent carnings underscore these
perils. Apple, which generates nearly
fifth of its annual revenue from Greater
China, reported a 13 per cent drop in

China, only two —
chipmaker Qualcomm and lithium
miner Albemarle — have forward
carnings multiples below their five-
year average, a Lex review shows.

smaller and less resilient builders. That
means consolidation is coming, with
opportunities for distressed investors.

well placed to capitalise is Instone,
the country’s only listed pure

‘One explanation: the list is
dominated by semiconductor-related
companies, where the Al frenzy helped
prop up shares. The picture is more
mixed for big consumer brands. Estée
Lauder, which gets 28 per cent of its
sales from China, has seen its forward
earnings multiple climbtoa punchy 44
times in five years. Nike and Starbucks
‘have seen their multiples fall.

Tnvestors in chipmakers should not
be complacent. Companies such as
NXP and Broadcom, with over a third
of their revenues from China, operate
in precisely the areawhere Washington
wants more trade restrictions. China.
wants to become more self-sufficient in
the sector. These companies also won't
be able to avoid the China drag.

return. But the company, which
counts the ActivumSG private equity
fund as a 50 per cent owner, could
also be a vehicle for those seeking to
gobble up assets from any
overstretched groups.

The starting gun for getting into
distressed German property is about
to sound.

Renesas: spree highlights
concern on Japan deals

In a country not known forits
shopaholic tendencies, one Japanese
chipmaker’s shopping spree is going
strong. Renesas Electronics yesterday
announced a $5.9bn all-cash deal to
buy electronics design software firm
Altium, its second acquisition in just
abouta month.

‘The contrasting share price reactions
of the groups is telling.

On the surface, the deal makes sense.
Renesas, which manufactures chips for
carmakers, would benefit from adding
a range of digital tools to its portfolio.
Altium, headquartered in San Diego

deals on the world stage, their record is
questionable. The average premium
value of Japanese outbound merger
and acquisition deals in the decade to
2020 was 34 per cent, almost a third
‘more than the average of major deals at
26 per cent, accordingto Bain.

Moreover, the success rate for Japan's
outbound M&A has been lacklustre,
with a quarter of transactions made
between 1990 and 2014 endingin
write-offs compared with about 5 per
cent for US deals.

‘The rising interest of activist
investors has put pressure on Japanese
companies to make more efficient use
of capital. That has sparked renewed
deal appetite, with overseas
dealmaking up over 70 per cent last
‘year to more than $50bn.

Shares of Renesas are up 44 per cent
in the past year, riding high on the
wave of interest in everything
chip-related.

Itistime for Renesas to demonstrate
that its purchases were the right ones,
not make new ones.
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ACROSS

1 Male beast siruggling In lead? (4,5

& Altemately choose each function (5)

@ Consort dropping buok on one’s foes (5)
10 Needed on location around Queen Isiand
@

11 Wave on heads of teams in exciting
declder (10)

12 Refurned bufchers stock 4)

14 Excuse silver-plaed car by yard (7)

15 River carrying artist back for light meal
@

17 Headed off promise fo meet Ecward
casually ()

19 Sage's covering pressed by baby's mofher
@

20 Announced programs in recess (4)

22 Idiot dog working alongside nut (10)

25 Harsh fests of Rice Club’s cooking (%)

26 Children exposed groups of cells (5)

27 Old lefters capturing Oscars spirit (5)

28 Funfair’s “2x2 craff with polifician aboard
[}

DOWN

1 Snake evisceraed scraggiest crow (5)

2 Jobs maybe suffice ultimately for wee
docker (9)

3 Master heated rum: foo hot! He shouid
give itarest (10)

Visibly upset about sallors in threes (7)
Left one brief line: run o get drink (7
Picked up birch for shepherd' brother (4)
Grab Madame's 4 and 12 (5)

Pale actor played one morfally biten (9)
Able fo grasp middle of free layers in
heap (10)

14 Significant siip from satnav Alan checked
®@

16 Coats bifs of eel ar Thames location (9)
18 Suspicion surrounds the Parisian garment
@

®Ne e

=

19 Some refired females sit amorously for
artist @)

21 Order given 10 35 husband Icading mest
of rice cakes ()

23 Rubbish diamonds wife nabbed from
worn-out ship (&)

24 Pinches half of vegefables (4)
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