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Jeremy Hunt promised yesterday to 
put Britain “on a path to a lower tax 
economy” in this week’s Autumn State-
ment, fuelling Conservative MPs’ 
expectations he will announce cuts to 
personal and business taxes.

The chancellor has pushed back plans to 
cut inheritance tax until next year, rais-
ing Tories’ hopes that he could instead 
honour Prime Minister Rishi Sunak’s 
promise to reduce the 20p basic rate of 
income tax. 

Sunak said last year that he wanted to 
lower the rate to 16 per cent by the end 
of the next parliament. A 1p cut from 
next April would be seen by MPs as a 
downpayment on that pledge.

Tory strategists had initially planned 
to hold back headline-grabbing income 
tax cuts until the spring Budget — closer 

to the likely date of the next election — 
but the party’s dire opinion poll ratings 
have put pressure on Hunt to act now.

One senior Tory MP said this was the 
“last opportunity” for Sunak and Hunt 
to make bold moves and that an 
income-tax cut would be welcomed: “If 
you leave it to the run-up to the election, 
nobody takes it seriously.”

A senior Tory figure said: “They’ve 
been looking at a 1p income tax cut. 
Number 10 needs a silver bullet. They 
need to do something to calm down the 
right of the party.” 

Higher-than-expected tax revenues 
and lower debt servicing costs have 
given Hunt more fiscal headroom than 
expected, leaving him with scope for 
giveaways on Wednesday. At the spring 
Budget he had a £6.5bn cushion against 
his target of cutting debt as a share of 
GDP in the fifth year of the forecast. 

JPMorgan estimates that in this week’s 
forecasts the headroom before any new 
policy measures could rise to about 
£26.5bn.

The chancellor’s allies say the biggest 
tax cuts will target business. Hunt said 
he would not announce any tax cuts that 
hampered the Bank of England’s efforts 
to cut inflation to its 2 per cent target, 
but he argued that Britain had “turned a 
very big corner” in halving inflation this 
year to 4.6 per cent

The chancellor said this weekend he 
would take “difficult decisions” on wel-
fare spending to create space for cutting 
taxes. Ministers have already said they 
want to reduce benefit spending by 
requiring people on incapacity support 
to look for work they can do from home.
Additional reporting by Sam Fleming
Room for giveaways page 3
FT View page 22

Hunt fuels Tory hopes for basic-rate 
income tax cut in Autumn Statement

Emilian Gebrev, the head of Bulgarian 
arms manufacturer Emco, says Russian 
saboteurs have targeted his factories 
in a bid to disrupt weapons supplies to 
Ukraine. As much as 40 per cent of the 
bullets and shells used by Ukraine are 
produced in Bulgaria. The Balkan 
nation has remained a prime area of 
operations for Russian agents, say 
Gebrev and other industry insiders, 
with infiltration acute in the country’s 
prosecutorial and security services.
Russia accused i PAGE 4

Russians accused over 
Bulgarian arms sabotage
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Briefing

i US confident Arab states
will not ‘weaponise’ oil
White House energy adviser 
Amos Hochstein has told the FT 
he is confident that oil producers 
will not “weaponise” energy, 
despite rising anger across the 
Middle East over Israel’s siege of 
Gaza.— PAGE 4; CHRISTIAN PLIGHT, 

PAGE 7; JOANNE LIU, PAGE 22

i Setback over pension cash
A government push to unlock 
£50bn in capital from the biggest 
retirement funds has run into 
roadblocks as funds balk at 
shifting savers’ investments into 
costlier and riskier assets.— PAGE 2

i KPMG cuts UK partners
The Big Four firm has cut its UK 
partnership to less than half the 
size of rival PwC’s, after shrinking 
its top rank for a fourth year in 
succession against a backdrop of 
regulatory fines.— PAGE 11

i EU-Mercosur trade push 
Brussels and the bloc of South 
American nations are pushing to 
finalise a “cows for cars” trade 
deal that has been in negotiation 
for 20 years, political interests on 
both sides converge.— PAGE 6

i Japan buyout bonanza
Management buyouts have hit 
their fastest pace in more than a 
decade as investor activism, 
rising governance pressure and 
cheap financing trigger an exodus 
from public markets.— PAGE 8

i First Citigroup jobs cull
The bank is to announce today 
the first big round of job cuts in a 
sweeping shake-up unveiled by 
chief Jane Fraser in September. It 
will in time result in thousands of 
roles being eliminated.— PAGE 10

i Corden in studio plan
A global entertainment company 
co-owned by actor James Corden 
has submitted plans to build a 
£450mn studio in Sunderland, in 
a boost for the creative industries 
in the north of England.— PAGE 11

i Lex and Business Life
The Lex column, Pilita Clark’s 
Business Life column and the
FT crossword can be found today 
on Page 12.

Poll positions 
Stark choices 
for Argentina
Workers attach a voter list to the wall of 
a polling station in Buenos Aires yester-
day as Argentines cast their ballots
in a tense and polarising presidential 
election.

They faced a choice between Sergio 
Massa, the economy minister who is 
handling the country’s worst crisis in 
two decades, and Javier Milei, a hard-
right libertarian outsider who has 
claimed he may be the victim of voter 
fraud.

The two candidates offered starkly 
different plans to solve the country’s 
problems. Massa is a skilled political 
operator from the moderate wing of the 
centre-left populist Peronist movement, 
which has ruled Argentina for much of 
the past 40 years.

Milei, by contrast, is a former televi-
sion commentator known for his furi-
ous rants against the country’s political 
elite.

GEORGE HAMMOND — SAN FRANCISCO  
MADHUMITA MURGIA — MUMBAI

Pressure was last night mounting on the 
board of OpenAI to reinstate Sam Alt-
man as chief executive after it sacked 
him in a surprise ousting on Friday.

Top executives, employees and inves-
tors in the company behind ChatGPT 
rallied to support Altman, whose firing 
shocked Silicon Valley. The 38-year-old 
has become a leading voice on genera-
tive AI, a technology which has had a 
breakthrough year in part thanks to 
OpenAI’s launch of ChatGPT in Novem-
ber 2022. 

Venture backers and executives at 
Microsoft — which has committed more 
than $10bn to OpenAI — were this week-
end exploring options including clear-
ing out the board and reinstating Alt-

man, according to three people briefed 
on the discussions. 

Altman has become a de facto ambas-
sador for AI start-ups, meeting presi-
dents, prime ministers and regulators 
on a world tour earlier this year and 
speaking at the Apec Asia-Pacific 
regional summit in San Francisco just a 
day before he was sacked. 

The company’s biggest venture capi-
talist backers — including Thrive Capi-
tal, its second-largest shareholder, Tiger 

Global, Khosla Ventures and Sequoia 
Capital — have signalled support for Alt-
man in any future endeavours. That 
includes a possible return as OpenAI’s 
chief, according to several people with 
direct knowledge of the matter. 

While they have no seats on the non-
profit board that ultimately controls 
OpenAI, investors could refuse further 
backing and employees could quit in an 
attempt to force the board’s hand. 
“Since the minute [Altman was sacked] 
this has been in the works,” said one of 
the people involved in the effort to rein-
state him. 

Investors hoped that Altman would 
return to the company “which has 
been his life’s work” and that interim 
CEO Mira Murati, who was promoted 
from chief technology officer on

Friday, would stay on, the person added. 
Vinod Khosla, an early venture 

backer of OpenAI, said that he wanted 
to see Altman return to OpenAI “but 
will back him in whatever he does next”.

Microsoft, Thrive Capital, Tiger Glo-
bal and Sequoia declined to comment. 
OpenAI could not be reached for
comment. 

In a memo circulated to staff on Satur-
day, chief strategy officer Jason Kwon 
said he was “optimistic” that Altman 
and co-founder Greg Brockman — who 
quit on Friday — would return, accord-
ing to a person with direct knowledge of 
its contents. The memo’s existence was 
first reported by The Information. 

The board said on Friday that it had 
removed Altman because he had not 
been “consistently candid” in his con-

versations with them. The abrupt deci-
sion has drawn attention to OpenAI’s 
unusual corporate structure: its direc-
tors oversee a non-profit entity that 
owns a for-profit company. 

According to investors, tensions over 
the speed at which Altman wanted to 
deploy powerful AI tools had stoked 
board concerns that safety could be 
compromised. “They had an argument 
about moving too fast. That’s it,” said 
one of the investors. 

One person with knowledge of the sit-
uation said there were concerns at 
board level about Altman’s efforts to 
raise as much as $100bn from investors 
in the Middle East and SoftBank 
founder Masayoshi Son to establish a 
new microchip development company.
Additional reporting by Richard Waters 

Pressure mounts on OpenAI board 
to reinstate Altman as chief executive
3 Valley reels from Friday firing 3 Backers weigh expelling directors 3 Staff rally to support pioneer

Altman has become a 
de facto ambassador for AI, 
meeting presidents, prime 
ministers and regulators
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The EU is not the same one the UK left
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poor countries?” he said. At present 
“slightly less than 40 per cent” of BII’s 
investments are spent in the least devel-
oped countries, according to the govern-
ment.

“We need to focus on conflict-affected 
and fragile states because they . . . suf-
fer first and hardest from climate 
change,” Mitchell said. “They . . . can be 
most prey to disorder and to the terror-
ist recruiter, and they are the places 
where girls and women suffer the most.”

Fully owned by the foreign office, BII 
has invested across the developing 
world in infrastructure projects, includ-
ing ports, renewable energy plants and 
businesses such as medical companies. 

 Last year, its investments supported 
businesses that employed almost 1mn 
people and paid over $1.5bn in taxes. 

Mitchell said Britain was “competing” 
with China among African nations but 
given a “choice between BII, who are 
investing our taxpayers’ money and 
they take the risk”, or “indebtedness 
with the Chinese”, they would conclude 
“ours is a better offer”.

LUCY FISHER  — WHITEHALL EDITOR

The Foreign Office’s development 
investment arm will aim to ensure that 
half its annual budget goes to the poor-
est and most fragile countries by the 
end of the decade.

The target, to be unveiled in the foreign 
office’s development white paper today, 
comes after MPs warned in September 
that some finance had been directed at 
“questionable investments” that lacked 
a clear poverty focus.

Andrew Mitchell, development
minister, said the target would lead to
a “big change” in the distribution of 
money invested by British International 
Investment, which leverages private 
capital to invest in Asia, Africa and the 
Caribbean. BII’s focus at times on raising 
finance for less risky investments in 
middle-income countries had meant 
the poorest “lose out”. 

“Doing [climate] mitigation projects 
in India is relatively easy. You get the 
finance for it quite quickly. The issue is, 
how do you do [climate] adaptation in 

Overseas funds

Foreign Office arm to focus 
aid on poorest countries

LAURA HUGHES 

The state of general practice surgeries 
across England has been laid bare in a 
report by the Royal College of General 
Practitioners, which has warned that 
many buildings are “unsafe”, with staff 
being forced to working out of cup-
boards and in corridors. 

Forty per cent of surgery employees said 
their premises were “not fit for pur-
pose”, in a survey of GP staff by the sec-
tor body. It found that working condi-
tions were making it hard for practices 
to deliver a “basic level of care” to 
patients.

“Our members have told us of leaky 
roofs and draughty windows. These are 
conditions which you would not associ-
ate with 21st century healthcare, but 
they’re the reality for a substantial 
number of practices in the UK,” said 
Professor Kamila Hawthorne, chair of 
the RCGP.

The condition of GP surgeries is indic-
ative of a wider crisis in general practice, 
which is struggling under the weight of 

overwhelming demand from a growing 
and ageing population.

The poll, shared with the Financial 
Times, found that 88 per cent of GP staff 
reported an “insufficient” number of 
available consulting rooms. More than 
30 per cent said the space available for 
patients was “inadequate”. 

Staff also reported water leakage, 
missing doors, and mould or mildew, as 
well as having to work out of “cupboards, 
corridors and loft space”. The report 
found unfit digital infrastructure was 
hampering patient care in some areas. 

In the survey of 2,649 GP staff, con-
cerns were raised over the condition of 
equipment as well as buildings, and over 
access for patients with disabilities. The 
poll surveyed all general practice staff, 
with GPs making up the majority of 
respondents.

“General practice infrastructure — 
the surgeries in which we care for our 
patients — is simply not up to scratch,” 
said Hawthorne. “Many GPs are dealing 
with inadequate buildings, which in 
some instances, frankly, are unsafe.” 

English healthcare

GP surgery premises ‘not fit 
for purpose’, employees warn

Despite the CBI’s reduced size and a 
boycott by ministers earlier this year, 
Newton-Smith said its clout was undi-
minished ahead of the Autumn State-
ment. The group’s pre-Budget submis-
sions to the government were usually 
closely read in Downing Street, said one 
former senior Whitehall official. 

Chancellor Jeremy Hunt, who said in 
April that there was “no point engaging 
with the CBI when their own members 
have deserted them in droves”, is set to 
give the organisation a boost by appear-
ing at its annual conference today. 
Shadow business secretary Jonathan 
Reynolds is also expected to speak. 

Newton-Smith has overseen the 
implementation of 34 recommenda-
tions by an external law firm that inves-
tigated the group’s handling of the alle-
gations, and an appearance by Hunt 
may help her efforts to woo companies 
to stay with or return to the CBI. 

Executives at some large members 
that paused engagement or delayed 

paying fees after the scandal told the 
Financial Times they would probably 
renew memberships when they fell due. 
They said this was partly because of the 
cost and difficulty of creating an equally 
effective cross-sector group with similar 
clout if the CBI were to collapse. 

According to the CBI, about 1,100 
companies and almost 150 trade associ-
ations are fee-paying members. Includ-
ing the members of those trade associa-
tions, it says that it speaks for about 
170,000 businesses, down from 190,000 
before the scandal broke. 

The loss of fee income left the CBI fac-
ing a cash crunch this autumn, which it 
resolved after securing support from 
some of the UK’s biggest banks. Newton-
Smith said the group’s finances were 
“stable in the short, medium and long 
term” but declined to give details of the 
arrangements or say whether any mem-
bers had pre-paid fees for future years. 

Many member companies’ subscrip-
tions are due for renewal in the new 

MICHAEL O’DWYER
CHIEF UK BUSINESS CORRESPONDENT  

The CBI has come under disproportion-
ate scrutiny after a misconduct scandal 
that pushed the UK’s most prominent 
business lobby group to the brink of col-
lapse this year as companies cut ties, its 
chief executive has said. 

The organisation has been fighting for 
survival since April following claims of 
serious sexual misconduct internally, 
including two allegations of rape, which 
prompted an investigation by police.

The CBI’s staff has shrunk from 
almost 300 to less than 200 after a 
redundancy round sparked by mem-
bers delaying or cancelling payment of 
their fees over the scandal. Aviva, 
KPMG, NatWest, John Lewis and Tesco 
were among dozens of large companies 
that publicly confirmed they had quit. 

In an interview with the Financial 
Times, chief executive Rain Newton-
Smith compared the struggles of the 
group, which says it represents 170,000 
businesses and regularly meets senior 
politicians, to those of small enterprises. 
“Like a lot of small businesses, we’ve 
had to do some of the really tough things 
of resizing the shape of our organisation 
but we’ve gone through that now,” she 
said. “We’ve come under a huge amount 
of scrutiny and I think we’ve been really 
open about our programme of change 
around people and culture.”

The lobby group has committed to 
reporting to members on the progress in 
overhauling its culture. “That feels very 
open and transparent to me for an 
organisation that’s less than 200 peo-
ple,” said Newton-Smith. 

Asked whether she was saying there 
had been disproportionate focus on the 
CBI following the scandal, she said: “In a 
way, yes. But in a way, it’s flattering.” 

A career economist, Newton-Smith 
left the CBI for Barclays bank in March 
before unexpectedly returning one 
month later as boss of the group while it 
battled to remain the self-styled “voice 
of business”. Her predecessor, Tony 
Danker, had been sacked over unrelated 
misconduct claims. He has said he was 
made the “fall guy” for wider organisa-
tional problems. 

Business lobby group’s fight 

for survival goes on after 

sexual misconduct claims

Rain Newton-
Smith took the 
helm of the CBI 
in April after her 
predecessor 
Tony Danker 
was sacked over 
unrelated 
misconduct 
allegations
Charlie Bibby/FT

‘Like a lot 
of small 
businesses, 
we’ve had to 
do some of 
the really 
tough things 
of resizing 
the shape 
of our 
organisation’

first-loss provision or additional incen-
tive to say this is why we are going to 
share some of the pain on this if it 
doesn’t work out,” said John Chilman, 
chief executive of Railpen.

The Treasury said UK pension funds 
invested less in high-growth companies 
than international comparators. “The 
Mansion House compact encourages 5 
per cent investment in unlisted equities, 
which has the potential to increase 
returns for pension savers in the long 
run, as well as unlocking an additional 
£75bn of financing for growth,” it said. 

“Well-designed performance fees are 
excluded from the scope of the pension 
fee charge cap and we are ensuring pen-
sion funds have the right vehicles 
available.”

NATIONAL

JOSEPHINE CUMBO 
GLOBAL PENSION CORRESPONDENT 

A government push to unlock £50bn in 
capital from the biggest pension funds is 
running into roadblocks as retirement 
funds balk at shifting savers’ invest-
ments into costlier and riskier assets.

Pension funds have been seeking to 
align with the UK’s ambition to fuel eco-
nomic growth through pension fund 
finance, dubbed the “Mansion House” 
reforms, announced in July. 

The voluntary Mansion House com-

pact signed by nine pension funds, with 
about £400bn in combined assets, aims 
to invest at least 5 per cent of members’ 
“default” funds into unlisted assets, 
such as private equity, or early-stage 
companies by 2030.

But some signatories said they had 
met challenges as they sought to imple-
ment the agreement that requires 
investment in higher-cost assets. 

Aviva, one of the UK’s largest pension 
providers, said a big issue was how to 
introduce unlisted, also known as “illiq-
uid” assets — typically more expensive 
than public assets — to existing 
“default” funds used by millions of sav-
ers. “This is a problem because it is 
really hard once you have got someone 
set up with a scheme to then increase 

charges,” said Emma Douglas, head of 
workplace pension savings with Aviva. 

Laura Myers, partner with LCP, actu-
arial consultants, said higher fees were 
an obstacle for the market as it sought to 

meet the Mansion House pact target. 
“The concerns we are hearing [from 
pension funds] are that if we put this 
illiquid asset in our default strategy, our 
default will be more expensive for mem-
bers,” said Myers.

Pension funds are also worried about 
investing in riskier assets such as ven-
ture capital that the government is keen 
to see supported as part of its ambition 
to become a science superpower. Speak-
ing at an industry conference last 
month, Liz Fernando, chief investment 
officer of Nest, the government-backed 
workplace pension fund, said the fund 
would not go into early-stage VC as it 
preferred proven business models.

Recent government flip-flopping over 
its flagship rail project HS2 and a soften-
ing of the net zero ambitions has created 
uncertainty among some pension funds 
looking to invest in UK growth.

“The only way to make pension funds 
really go for this [to invest in the UK] is 
[for government] to make some sort of 

Mansion House agreement

Pension funds warn of growth plan hurdles 
Reforms hit by industry 
concerns over higher fees 
and risk for investors

JIM PICKARD AND 
ANNA GROSS — LONDON  
JENNIFER WILLIAMS  — MANCHESTER

Jeremy Hunt will outline further devo-
lution plans for England’s elected may-
ors in the Autumn Statement this 
week, which are likely to fall short of 
some of the regional leaders’ more 
ambitious demands.

The UK chancellor is expected to pub-
lish more detail on how greater financial 
autonomy for the West Midlands and 
Greater Manchester regions will work in 
practice, after “trailblazer” pilots were 
announced in the Budget in March. 

Hunt is also likely to set out how other 
metro mayors, such as those for West 
Yorkshire, South Yorkshire and Tees 
Valley, could take on greater powers in 
areas such as education, housing and 
transport through future “single fund-
ing settlements”, according to officials 
and aides familiar with his plans.

These mechanisms would mean 
elected mayors would avoid having to 
bid for their share of various depart-
mental funding pots and give them 
more flexibility over how they spend the 
money. The chancellor is expected to 
describe his plans as “a memorandum 
of understanding between central 
and regional government” and invite 
mayors to apply “when ready”, accord-
ing to officials.

The move is part of a process, involv-
ing negotiations between mayoral com-
bined authorities and Whitehall, that 
started in February last year when the 
government published its Levelling Up 
white paper setting out ministers’ broad 
intentions for greater devolution in Eng-
land. But officials cautioned that 
beyond the deals for Greater Manches-
ter and the West Midlands, the other 
settlements were unlikely to be finalised 
before the next general election. Nor are 
they expected to go as far as the prom-
ised “trailblazer” deals.

For example, the next tier of mayoral 
authorities will not receive the ability to 
retain and therefore borrow against 
business rates, which was a big part of 
the offer to Manchester and the West 
Midlands. One senior Tory said the offer 
fell short of many of the other mayors’ 
expectations. “It looks like Number 10 
watered it down completely . . . it’s 
quite tame,” he said.

Local government figures expressed 
disappointment that the deals had not 
been signed off fully ahead of the 
Autumn Statement and questioned 
Prime Minister Rishi Sunak’s commit-
ment to further devolution.

One figure in a mayoral combined 
authority hoping for such a deal said 
levelling up secretary Michael Gove 
“has been fighting on our behalf”, but 
expressed frustration that more 
progress had not been made. “Even 
Jeremy Hunt is on board,” they said, 
“but the problem seems to be the 
prime minister.”

With Greater Manchester and the 
West Midlands getting “further and 
faster devolution . . . others are going to 
be left behind”, they added. “This is the 
exact opposite of levelling up.”

Among the details of the deals for 
West Midlands and Manchester 
expected to be confirmed in the 
Autumn Statement is the level of addi-
tional scrutiny both city regions can 
expect from Whitehall. The govern-
ment declined to comment.

Devolution

Chancellor to 
set out latest 
strategy for 
metro mayors

year, giving them only weeks to decide 
whether to stay. The CBI’s troubles have 
prompted some members to consider 
negotiating their annual fees — a six-fig-
ure sum for the largest employers. 

The crisis at the organisation, which 
led it to suspend external events for four 
months, had made some companies 
question what they gained from their 
subscription, said the chief executive of 
one member. Two CEOs who want the 
group to continue said they were uncer-
tain whether it would survive. Its 
accounts for 2022 have yet to be pub-
lished and are due to be presented at its 
delayed annual meeting later this year.

The group shelved merger talks with 
manufacturers’ umbrella body Make 
UK after securing financial support. It 
has not ruled out further talks but New-
ton-Smith said there was “nothing 
actively on the table”. The CBI had no 
immediate plans to rebrand, she added, 
after telling the FT in April she was 
“sure” its name would change.

Interview. Rain Newton-Smith

CBI chief hails post-scandal change of culture 

‘It is really hard once you 
have got someone set up 
with a scheme to then 
increase charges’
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nomics and JPMorgan are now saying it 
could exceed £25bn. That would be 
close to the average amount of head-
room chancellors have enjoyed since 
the OBR was brought into being in 2010. 

The improvements are being driven 
by persistent inflation feeding through 
into higher government revenues, out-
weighing negative factors such as rising 
debt interest payments. In the fiscal 
year to date, borrowing has come in 
£19.8bn lower than the £101.5bn fore-
cast by the OBR. 

The risk is that fiscal giveaways such 
as income tax cuts risk fuelling infla-
tion, which Hunt has vowed to avoid. 
Whereas a measure aimed at bolstering 
capital investment by companies could 
be justified as a means of improving the 
country’s supply capacity, reducing 
income tax might end up injecting 
demand into the economy if not offset 
by deficit-reduction measures. 

The true risks to inflation will depend 
heavily on the scale of any giveaway, 
said Paul Johnson, director of the Insti-
tute for Fiscal Studies. A contained 
measure such as lopping a penny off 

income tax would be relatively modest 
in the context of the economy, even if in 
the Bank of England’s view it would be a 
“push in the wrong direction”. 

The bigger problem, Johnson argued, 
concerns fiscal policy. When there is 
good news on the public finances the 
government tends to use it to cut taxes 
or lift spending, he said, whereas with 
bad news they push the country’s debt 
problem “further into the long grass”. 

That process of “fiscal drag” is set to 
reach £40bn a year by 2028 due to infla-
tion, according to the Resolution Foun-
dation think-tank. When the Treasury 
freezes income tax thresholds while 
people’s salaries are growing, as they are 
doing amid the highest inflation for a 
generation, its revenues increase.

Torsten Bell, managing director of the 
Resolution Foundation, pointed out 
there are still income tax rises on the 
horizon as a result of the government’s 
multiyear freeze to income tax allow-
ances and thresholds — a so-called 
“stealth tax”. He said the chancellor 
should address these first. 
FT View page 22

‘I think it’s 
important 
for a 
productive, 
dynamic, 
fizzing 
economy 
that you 
motivate 
people to do 
the work’

political point against Labour, by show-
ing the Tories will use a “carrot and 
stick” to get people back into work, and 
let them keep more of their wages when 
they do get a job.

Hunt suggested to Sky News that tax 
cuts would help to boost economic 
growth: “I think it’s important for a pro-
ductive, dynamic, fizzing economy that 
you motivate people to do the work, to 
take the risks that they need,” he said.

The Tory right, bruised by a reshuffle 
that brought the return of the centre-
right David Cameron as foreign secre-
tary, may need more than a tax cut 
though as an offering. “If they think this 
alone somehow shuts up the right, they 
are politically dumb,” said one Tory MP 
from the “Red Wall”. Part of the reason 
for the government’s change of mood 

has been the better news on the fis-
cal front. 

In March the Office for Budget 
Responsibility, the fiscal watch-
dog, projected the Treasury’s 
headroom against its debt-re-

duction rule would be £6.5bn. 
Forecasters including Capital Eco-

NATIONAL

GEORGE PARKER, SAM FLEMING 
AND GILL PLIMMER 

In September, Chancellor Jeremy Hunt 
said that making tax cuts would be “vir-
tually impossible” in his Autumn State-
ment. With just three days to go, Tory 
MPs believe they are a racing certainty.

Two big things have happened since 
Hunt issued that warning. The first is 
that a “stealth” tax raid on middle Brit-
ain has helped to improve the UK’s fiscal 
position, possibly by about £20bn, 
offering the chancellor more room for 
giveaways.

The second is that Prime Minister 
Rishi Sunak and the Conservative party 
are foundering in opinion polls, typi-
cally trailing Labour by 20 points or 
more, while downbeat Tory MPs are 
demanding a fiscal pick-me-up now.

Decisions that were being pencilled in 
for the Spring Budget, including a cut to 
income tax, could be hurried forward by 
Hunt to appease increasingly restive 
Tory MPs who fear defeat in the general 
election expected next year, according 
to officials.

“It feels like we’re in too high a gear, 
going up a hill,” said one influential Tory 
MP. “We are losing momentum and we 
have been since the spring.” Sunak’s 
Tory conference speech, the King’s 
Speech and cabinet reshuffle failed to 
achieve the political “gear shift” craved 
by many of his colleagues.

Hunt had been urged by some Tory 
MPs to cut inheritance tax this week, a 

levy which is broadly unpopular, 
according to polls, even if it is only paid 
by fewer than 4 per cent of all estates.

Tory election chief Isaac Levido 
believes that cutting inheritance tax is a 
policy that will mobilise Tory voters in 
the shires, traditional Conservative-
leaning counties in England, to turn out 
to vote next year, according to party 
strategists.

But government officials said cuts to 
inheritance tax would be deferred until 
next year. Some in the Treasury admit-
ted to being spooked by the idea of a 
move that would directly benefit 
wealthy politicians including Sunak and 
Hunt during a cost of living crisis.

Instead, Hunt and Sunak are looking 
at other tax cuts, notably on the 
business side. But a cut to the 
basic rate of income tax that 
would benefit workers, promised 
by Sunak last year, would have 
more “rabbit out of the hat” 
appeal.

The chancellor on Saturday 
suggested that personal tax 
cuts could be funded by 
welfare reductions, an 
argument that could help 
him counter the claim 
that these would boost 
overall demand and 
fuel inflation.

Cutting income tax 
would also give him a 
chance to score a 

Stronger fiscal 
position gives 
Hunt room
for giveaways
Prospect grows of Autumn Statement tax 
cuts as chancellor faces pressure from MPs

The Treasury’s 
revenues have 
increased at
a time of 
persistent 
inflation. Below, 
Jeremy Hunt, 
chancellor
Hollie Adams/Bloomberg
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novichok — a substance used three 
years later in the assassination attempt 
against former Russian intelligence 
officer Sergei Skripal on British soil. 

In Gebrev’s case, the nerve agent was 
smeared on his car’s door handle in a 
Sofia car park. He fell into a coma for 
several weeks but recovered. A few 
months later, he started displaying sim-
ilar poisoning symptoms and was 
rushed to hospital and treated. Bulgar-
ian prosecutors investigated three GRU 
agents suspected of having handled the 
nerve agent and charged them with 
attempted murder. But in 2020, the pro-
ceedings were suspended, with authori-
ties citing stalled progress and a lack of 
international legal assistance.

Experts have pointed out that Emco is 
one of just a few companies making 
Soviet-standard 125mm tank shells out-
side Russia, which Ukrainian forces still 
use for their old fleet of tanks. Such spe-
cific capabilities may be among the rea-
sons why the Bulgarian manufacturer is 
the target of sabotage attempts. 

Emco was first targeted in 2011, when 
an explosion hit one of its depots in cen-

tral Bulgaria. Gebrev said that was the 
first act of sabotage against his factories 
— a claim that was not confirmed by an 
official investigation. Other incidents 
included an explosion in 2022 and a 
large fire this year at the Emco facility in 
Karnobat in eastern Bulgaria. There 
were similar events at other weapons 
manufacturers, without authorities 
investigating circumstances, he said.

“There has been no result whatsoever 
in any of more than a dozen cases, 
involving Russian terrorist acts and spy 
networking in Bulgaria,” Gebrev said. 
“All the investigations have been either 
stopped or stalled and none has been 
brought to court.”

Corruption among Bulgarian prose-
cutors and the lack of investigations into 
their criminal behaviour have featured 
in reports by the European Commis-
sion. Prosecutorial impunity and Rus-
sia’s continued influence are also among 
the reasons cited by several EU capitals 
for blocking Bulgaria’s accession to the 
border-free Schengen area. 

Under a recently elected pro-western 
government in Sofia that has pledged to 

MARTON DUNAI  — SOFIA

A Bulgarian arms magnate who sur-
vived two Russian assassination 
attempts has raised the alarm about a 
sabotage campaign he says Moscow has 
been waging for years as it tries to dis-
rupt crucial weapons supplies to 
Ukraine.

Emilian Gebrev, whose company, 
Emco, produces much of the Bulgarian 
output of Soviet-standard bullets and 
tank shells shipped to Kyiv, told the 
Financial Times that Russian saboteurs 
had actively targeted his factories and 
depots — including after Russian Presi-
dent Vladimir Putin’s full-scale invasion 
of Ukraine last year.

“The Russian threats [mean] a new 
set of measures should be undertaken at 
a national level, as well as the level of the 
alliance,” he wrote in emailed answers 
to questions. He was referring to Nato, 
of which Bulgaria has been a member 
since 2004.

The arms manufacturer said opera-
tives from the GRU, Russian military 
intelligence, who tried to kill him twice 
in 2015 “obviously acted on orders from 
a very high level in Moscow”. But he said 
it remained unclear why Russia “would 
use subversive methods on defence-
related sites and [against] individual 
lives on Nato and EU soil”. 

No Russian operatives were captured 
or prosecuted in connection with his 
poisonings and the explosions at his 
company’s sites, a failure Gebrev 
blamed on Moscow’s influence over Bul-
garia’s government. 

Russian meddling, which also 
extends to political parties and the 
media, threatens Bulgaria’s growing 
ambition to increase production of
Soviet-era weapons and ammunition 
used by Ukraine and clients around the 
developing world, according to analysts 
and government officials.

The Balkan nation of 7mn — one of 
Moscow’s closest allies during the cold 
war — has remained a prime area of 
operations for Russian agents, accord-
ing to Gebrev and other industry insid-
ers. They say infiltration is particularly 
acute in the country’s prosecutorial and 
security services.

Gebrev was poisoned in 2015 with an 
organophosphate nerve agent similar to 

A major supplier for Kyiv 

raises alarm about poisonings 

and attacks on factories

Targeted: Emco 
owner Emilian 
Gebrev, centre, 
and Bulgarian 
president 
Rumen Radev, 
right, at an arms 
exhibition in 
Plovdiv — Nikolay 
Doychinov/ AFP via Getty 
Images

Prosecutors
‘were 
involved in 
a massive 
cover-up 
of the 
sabotage 
acts’
Emilian Gebrev

SARAH WHITE — PARIS

Huddled on one of the Seine’s quay-
sides, the open-air booksellers of Paris 
were in mutinous mood.

Nearby, four of their rickety green stalls 
were being dismantled on Friday night. 
It was a dry run for a larger operation 
next summer, when hundreds more will 
be temporarily vacated to ensure the 
security of the Olympics opening cere-
mony on the river. 

“Don’t give them the keys! Let them 
figure it out,” shouted Francis Robert, a 
69-year-old bouquiniste (vendor of sec-
ond-hand books) with wiry grey hair. 
He was one of several booksellers who 
had gathered to watch workmen box up 
engravings and books in a floodlit 
parade of bubble wrap, cranes and 
removal trucks.

Nearly four months after police 
warned of the evictions, it has cast a 
shadow on preparations for the event, 
the first summer games Paris will have 
hosted in 100 years. The resistance of 
the bouquinistes has struck a chord with 
admirers of picture-postcard Paris.

“I was thinking I need to take my 
daughter here before they disappear 

next summer,” said Nadège, a resident 
of Bordeaux who was browsing for sec-
ond-hand paperbacks by Notre-Dame 
earlier in the week, shaking her head at 
the “madness” of the Olympics order. 

As next July’s games draw closer, it is 
not clear how organisers will resolve the 
issue. Police have ordered the removal,  
but city hall has been tasked with carry-
ing it out.

Pierre Rabadan, the deputy mayor of 
Paris in charge of sport, said that some 
of the blowback had gone too far, given 
that the removal was only meant to last 
two weeks. He said: “At one point, some 
people even said the city wanted to 
eliminate the bouquinistes. That has 
never been the case. They are among the 
crown jewels of Paris.”  

The mayor’s office and security offi-
cials aim to ensure that the opening-cer-
emony parade of 150 boats on the Seine 
carrying 10,000 athletes goes off with-
out a hitch. Some 450,000 people are 
expected to crowd out various enclo-
sures by the quays. 

The police argue that the bouquinistes’ 
boxes would block the view and could 
cause people to jostle dangerously 
around them. They say that the boxes 

would also have to be checked by bomb 
squads, a vast and complex operation 
that would suck up extra resources.

Many booksellers say their presence 
has never been a problem before, 
including when crowds assemble for the 
Tour de France. 

“I’ll chain myself to my boxes,” said 
Alain Huchet, who has been selling 
cookery books and wine guides for 23 
years on a stretch of the Seine opposite 
the Louvre. “They’re going to mess 
them up . . . All this for four hours when 
all these fools are going to watch the 
Olympics show.”

Patrick Clastres, a historian of sport at 
Lausanne university, said politicians 
needed to present a convincing narra-
tive about the benefits of the games for 
residents and tradespeople. 

Popular support for the games in the 
Île-de-France region surrounding Paris 
has dwindled to 56 per cent, an Odoxa 
poll in November showed. 

“The booksellers issue is a bit reveal-
ing of a meta-organisation not really 
orchestrated from the ground up with 
the public and those who make up the 
city’s daily life,” Clastres said. 

Some of the bouquinistes said they 
would miss out on the profitmaking 
opportunity of the games, contrasting it 
with the recent Rugby World Cup that 
had boosted visitors. 

There is a deeper fear of what the 
upheaval might bring, including a lack 
of enthusiasm for the new boxes prom-
ised by city hall. 

“Tourists would be pretty disap-
pointed if all the stalls were uniform,” 
said Jérôme Callais, who heads an
association of bouquinistes. He declared 
that the stands were part of the
“poetry” of Paris, attracting painters 
and filmmakers. 

Olympics ceremony

Read our lips — no to evictions, say Paris quayside booksellers

Defiant bouquiniste Alain Huchet 
vows to chain himself to his boxes

curb Russian influence, the chief prose-
cutor was forced out in June and a jus-
tice reform has made it harder for cor-
ruption and organised crime cases to be 
dropped. Gebrev said this was a start but 
that a lot remained to be done.

“The prosecution and the previous 
leadership of the National Security 
Service [DANS] were involved in a sys-
tematic and massive cover-up of . . . the 
sabotage acts by Russian operatives, 
including the explosions in our storage 
sites and the novichok poisoning 
attempt,” he said.

DANS said it had “undertaken a 
number of measures” to limit Russian 
influence recently and uncovered “an 
unprecedented number of cases . . . of 
Russian malign espionage activity”.

Veselin Ivanov, a spokesman for the 
Bulgarian prosecutor’s office said the 
allegations of Russian infiltration were 
“categorically not true” and that the 
new leadership was committed to 
reforming his institution. He said prose-
cutors had documented the GRU agents’ 
“criminal activity” and held them crimi-
nally liable. But since Russia did not 
extradite its citizens, there was “no way 
of bringing [them] to justice”. 

The new government is counting on 
the country’s arms industry to spur eco-
nomic growth in the EU’s poorest mem-
ber. Bulgarian exports jumped by more 
than €1bn in 2022 compared with the 
previous year, and a “good portion of 
that is due to ammunition production”, 
defence minister Todor Tagarev told the 
FT. Bulgarian officials estimate that as 
much as 40 per cent of the bullets and 
shells used by Ukraine in its war against 
Russia are manufactured in Bulgaria. 

Some 5 per cent of the country’s gross 
domestic product stems from arms 
sales, according to government officials. 

“The western alliance is interested in 
producing cheaper and faster, not only 
for Ukraine . . . Bulgarian producers are 
trying to switch to western standards,” 
said Tihomir Bezlov, a military analyst 
at the Centre for the Study of Democ-
racy in Sofia. But licensing issues and 
unease among western companies 
about outsourcing production to a 
former Russian ally meant this was a 
“slow process”, he said.

Former defence minister Velizar Sha-
lamanov said Russian infiltration con-
tinued to hamper Bulgaria’s ambitions. 
“There are risks [for] Bulgaria getting 
western knowhow,” he said. “We must 
reform the secret services. [Nato allies] 
won’t trust us if we can’t protect the 
knowhow.”

INTERNATIONAL

MEHUL SRIVASTAVA — TEL AVIV 
FELICIA SCHWARTZ — WASHINGTON

The Israeli army is advancing through 
the south and east of Gaza City after tak-
ing full control of the enclave’s largest 
hospital as Prime Minister Benjamin 
Netanyahu vowed to resist interna-
tional pressure for a ceasefire.

Fighting in the Zeitoun and Jabalia 
areas, east of al-Shifa hospital, picked up 
overnight as an early winter storm set 

in. Nine Israeli soldiers were killed over 
the weekend, the army said. Hundreds 
of people on Saturday left the hospital — 
a focus of Israel’s three-week-long 
ground offensive — joining more than 
1mn displaced people living outdoors or 
in UN shelters. Rain lashed Gaza yester-
day, with temperatures plunging below 
15C, heightening the risk of disease as 
sewage flowed on the streets.

Speaking on Saturday night, Netan-
yahu said a limited amount of fuel — no 
more than two trucks a day — would be 
allowed into Gaza to stave off a feared 
outbreak of disease, a concession he said 
he had made after US pressure. 

“This is not a change of policy but a 

limited, localised response in order to 
prevent the outbreak of epidemics,” 
Netanyahu said, adding that the spread 
of disease would affect Israeli soldiers as 
well as Gazans.

But he appeared to reject a call from 
US President Joe Biden, made in an 
opinion column in the Washington Post, 
that the Palestinian Authority, a West 
Bank-based political rival of Hamas, 
would play a greater role in Gaza after 
the war. Without naming the PA, he said 
he would not back the presence of any 
element that “supports terrorism, pays 
terrorists and their families”. 

Qatar’s Prime Minister, Sheikh 
Mohammed Bin Abdulrahman Al 

Thani, who has been leading negotia-
tions with Hamas over the release of 
hostages, said at a press conference in 
Doha that “there has been good progress 
in the past few days”. 

In an incident highlighting the ripple 
effect of the conflict, Israel said yester-
day that Iran-backed Houthi militants 
in Yemen had seized a cargo ship in the 
Red Sea. Earlier yesterday the Houthis 
had warned they would target any ship 
that flew the Israeli flag or was owned or 
operated by Israeli companies. Netan-
yahu’s office said the ship was British-
owned and Japanese-operated and had 
no Israelis on board.

The expanded military operations in 

Gaza come as Israeli forces scoured al-
Shifa hospital for evidence to support its 
claims that Hamas had built a com-
mand and control centre underneath it. 

The limited findings of any large-scale 
Hamas infrastructure, both at al-Shifa 
and at the al-Rantisi hospital, which 
Israel took control of last week, have 
brought criticism of the IDF decision to 
attack the crowded facilities. At al-Shifa, 
the army has so far found the entrance 
to a tunnel, a small cache of weapons, 
some radios and a laptop, according to 
videos released by Israeli forces. 
Additional reporting by Heba Saleh
Gaza Christians page 7
Opinion page 22

ANDREW ENGLAND — MANAMA  

The White House’s chief energy adviser 
has said he is confident that Arab oil 
producers will not “weaponise” energy, 
despite mounting anger across the 
Middle East over Israel’s siege and 
bombardment of Gaza. 

Amos Hochstein told the Financial 
Times that collaboration between the 
US and Gulf producers, including Saudi 
Arabia, had been “very strong” over the 
past two years.

“Oil has been weaponised from time 
to time since it became a traded com-
modity, so we’re always worried about 
that, working against that, but I think so 
far it hasn’t,” he said. 

“We have two active wars in the 
world, one involving the world’s third-
largest producer [Russia], the other in 
the Middle East where missiles are fly-
ing near where oil is produced, and yet 
prices are near the lower point of the 
year.”

That shows “we are managing it fairly 
well”, Hochstein said. “The collabora-
tion and co-ordination between produc-
ers and consumers over the past couple 
of years has been very strong in trying to 
prevent energy shocks.”

Leading members of the Opec+ cartel 
from the Gulf states have rejected Iran’s 
calls for an oil embargo in protest at 
Israel’s military tactics in Gaza. 

But people familiar with Saudi think-
ing say the recent drop in oil prices to a 
four-month low of $77 a barrel, and 
mounting anger over Gaza, could con-
tribute to a decision to make further 
cuts to supplies. 

Riyadh is expected to prolong its vol-
untary output cuts when Opec+ meets 
in Vienna in the coming week. A cut of 
up to 1mn barrels a day — 1 per cent of 
global supplies — could be on the table. 
Saudi energy minister Prince Abdulaziz 
bin Salman has led the cartel in cutting 
output. People close to Saudi thinking 
stressed no decision had been made.

Prince Abdulaziz recently hit out at 
hedge funds that have raised their bets 
against oil, amid expectations the mar-
ket may move into a small surplus next 
year because of the weak global econ-
omy and rising supplies outside Opec.

Saudi Arabia has joined other Arab 
states in condemning Israel’s war 
against Hamas and calling for a cease-
fire. Those calls put the US’s Arab allies 
at odds with the White House, which 
has backed Israel’s offensive.

 “I think we’ve reached an understand-
ing with producers in the US, producers 
in the Middle East and around the world 
that there is a limit to when prices go to a 
certain point [and] negatively affect glo-
bal growth,” Hochstein said.

Relations between Washington and 
Riyadh were strained after President Joe 
Biden took office vowing to reassess US 
relations with the kingdom and not 
engage with Saudi Prime Minister 
Prince Mohammed bin Salman Al-Saud.

But they improved as Saudi Arabia 
and Washington negotiated a deal that 
would have led to the kingdom normal-
ising ties with Israel in return for a US 
security pact and co-operation on 
nuclear power. The Israel-Hamas war 
upended that process, but Saudi and US 
officials have hinted they could eventu-
ally seek to build on those negotiations.
Additional reporting by David Sheppard
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tional — and slow-moving — trade 
defence techniques involving the World 
Trade Organization, has equipped itself 
with several new tools in the past three 
years.

They include an anti-coercion instru-
ment that could help it retaliate against 
countries using trade embargoes over 
political issues, such as the boycott of 
Lithuanian exports China imposed after 
Vilnius allowed Taiwan to open a repre-
sentative office there.

The EU can also now block invest-
ment by companies funded by overseas 
governments and can cut businesses out 
of procurement contracts if their own 
domestic market is closed to EU bidders 

Finally, it is working on an EU-wide 
export controls regime. Under US pres-
sure, the Netherlands is stopping 
exports of high-end chipmaking 
machines to China. Brussels is pushing 
member governments — which retain 
sole power over national security mat-
ters — to come up with a joint list of tech-
nologies to restrict.

EU countries are worried by a widen-
ing trade deficit — which doubled in 
2022 to almost €400bn, pushed in part 

by the war with Ukraine that has jacked 
up energy prices in Europe, sapping its 
competitiveness. 

Chinese support for Russia had also 
raised tensions, said Noah Barkin, sen-
ior adviser at consultancy Rhodium 
Group. “There is a volatile cocktail of 
issues pushing the EU into a tougher 
stance,” he said.

EU members also worry about China’s 
dominance of green supply chains, par-
ticularly the critical raw materials 
needed for electric car batteries, and 
solar and wind energy systems.

Beijing recently restricted exports of 
germanium, gallium and graphite, 
which western governments viewed as a 
response to the chip controls. 

But with its economy slowing and the 
US blocking Chinese investment and 
some imports, Beijing needs the EU 
more than it did, Barkin said. “China’s 
economic problems give Europe a 
degree of leverage and Europe is using 
its leverage in a way we have not seen 
before.”

Traditionally, the EU’s 27 member 
states have been divided over China. 
Some, including Italy, Greece and Hun-

gary, even joined the Belt and Road Initi-
ative, Beijing’s $1tn global infrastruc-
ture scheme. Others such as Germany 
have huge investments and sales in the 
country. Policymakers in Brussels say 
there are signs that Beijing is responding 
to the pressure.

China has condemned the EV anti-
subsidy investigation as a “naked pro-
tectionist act”, and this week criticised 
the EU’s methodology for the probe.

But Beijing has also stepped up efforts 
to court European business, as it tries to 
counter a slowdown in China’s economy. 

This month the commerce ministry 
said it would address many complaints 
made by the European Chamber of 
Commerce in China, which recently 
made more than 1,000 commission-
backed recommendations for improv-
ing the treatment of foreign-invested 
enterprises.

Beijing was likely to make more con-
cessions that would help rebalance 
trade, but the EU pressure could still 
backfire, he said, adding: “There is a risk 
that China overreacts and we enter a tit-
for-tat downward spiral.”
Additional reporting by Joe Leahy 

Supply chain. Dumping

 Brussels takes tougher line on China trade

ANDY BOUNDS  — BRUSSELS

Former European trade commissioner 
Karel De Gucht says the EU has learnt its 
lesson on China. 

As the bloc ramps up pressure on Bei-
jing over its ballooning bilateral trade 
deficit, De Gucht recalls probing alleged 
China subsidies for solar panel produc-
tion back in 2013. The Belgian commis-
sioner was dining with his wife when he 
got a call from his then boss, commis-
sion president José Manuel Barroso. 

“I just had [Chinese premier] Li 
Keqiang on the line. He is yelling at me.  
He is very, very mad,” Barroso told him. 
“OK. Then we should continue with 
what we are doing,” De Gucht replied. 

But in an interview with the FT, the 
former commissioner acknowledged 
that the resulting anti-dumping duties 
imposed in June 2013 were insufficient 
to save Europe’s solar panel manufac-
turing sector. “We were not hard 
enough. We were not quick enough. And 
by that time there were no European 
producers any more,” De Gucht said.

It is a mistake the EU is determined 
not to repeat. Just last week, the com-
mission launched two new anti-dump-
ing investigations into China. 

The investigations into exports of tita-
nium dioxide and of aerial work plat-
forms for the building maintenance 
industry follow a blockbuster probe into 
alleged Chinese electric vehicle subsi-
dies launched in October. 

Together with a number of other 
trade cases, the moves add up to an 
unprecedented push by Brussels for 
changes in Chinese trade policy and 
practice that some EU officials say is 
showing signs of bearing fruit.

This month, the commission con-
firmed that it would levy provisional 
anti-dumping duties on some plastic 
imports from China after manufactur-
ers of material used in bottles and pack-
aging said they were being driven out of 
business. 

Commissioners have threatened to 
open an anti-subsidy case over wind tur-
bine parts. There are persistent 
rumours that they are examining new 
measures to protect the much-reduced 
solar panel sector. And Brussels has 
accused China of restricting medical 
device imports.

The bloc, which once relied on tradi-

Painful lessons prompt EU

to intensify pressure over 

ballooning bilateral deficit

Power struggle: 
two workers 
producing solar 
panels in Hefei, 
Anhui province. 
The EU imposed 
duties but they 
were not enough 
to save sector 
manufacturing 
in Europe
Cfoto/Sipa USA
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The EU and the Mercosur bloc of South 
American nations are pushing to final-
ise a long-delayed trade treaty by early 
December, according to diplomats 
involved in the negotiations, as both 
sides seek to capitalise on a moment of 
converging political interests. 

“It is important for the Brazilian pres-
idency of Mercosur to try to seal it 
before the end of our term [on Decem-
ber 7],” said a Brazilian diplomat. “It is 

down to a few details . . . We will need a 
political decision on a couple of issues.” 
Luiz Inácio Lula da Silva, president, 
“will certainly get involved”.

Negotiations over the “cows for cars” 
accord between the EU and the Merco-
sur bloc of Brazil, Argentina, Uruguay 
and Paraguay have dragged on for more 
than 20 years. 

A treaty was agreed in principle in 
2019, but was derailed when the EU 
demanded additional environmental 
commitments from South America 
before signing. The Mercosur nations 
rejected this as protectionism from 
European nations fearing competition 
from South American agricultural and 
wine exports.

Brazilian diplomats involved in the 

negotiations said the 2019 agreement 
was not “adequately balanced” and had 
been rushed by the Bolsonaro adminis-
tration to chalk up a political win.

Some remain sceptical that a deal can 
finally be reached, including Santiago 
Peña, the Paraguayan president, who 
has warned that Mercosur will walk 
away if the EU does not finalise the 
treaty by December 6.

“It doesn’t look good, and this is very 
sad,” Peña said this month. “I know the 
feeling of most of the countries in the 
European Union, and they are not will-
ing to move . . . The more we push from 
the side of Mercosur, apparently there is 
less interest from the side of the Euro-
pean Union.”

However, officials in Brussels said the 

falling-through of its trade deal with 
Australia had boosted momentum on 
both sides. 

“The failure to reach a deal with Aus-
tralia has jolted the EU into action — 
both in Brussels and national capitals — 
to deliver a meaningful trade win before 
European parliament elections in June,” 
an EU official said. 

Among the outstanding issues to be 
negotiated at talks this month are a 
timetable for the free trade of electric 
vehicles, the use of export duties, com-
petition in public procurement, and
the parameters of the EU’s anti-
deforestation legislation, which obliges 
companies to prove that their goods 
have not been produced on recently 
deforested land.

“Mercosur is demanding some instru-
ment to eventually take remedies if the 
EU blocks certain exports. They see this 
as an issue that they would like to solve,” 
said a diplomat involved in the talks.

In the spring, the EU drew the ire of 
Mercosur officials when it issued a side 
letter requesting that both parties com-
mit to measures contained in the Paris 
Climate Agreement. This would require 
signatories to halve deforestation by 
2025 as well as reverse forest loss and 
the misuse of land by 2030, with trade 
sanctions if they failed to do so.

Even if the treaty is concluded, it faces 
a ratification process in each of the
Mercosur national parliaments as well 
as the European parliament and by EU 
governments. 

KATHRIN HILLE — TAIPEI

A deal by Taiwan’s two leading opposi-
tion candidates to join forces to unseat 
the ruling Democratic Progressive 
party has run aground after just three 
days, with both camps saying they 
should head the ticket.

The Kuomintang, Taiwan’s largest 
opposition party, and the Taiwan Peo-
ple’s party failed to agree in weekend 
talks on a formula to determine 
whether the KMT’s Hou Yu-ih or TPP 
founder Ko Wen-je was the stronger 
candidate to head the campaign. 

A decision must be made before next 
Friday’s presidential election registra-
tion deadline.

If the co-operation attempt fails, the 
most likely outcome would be victory 
for the DPP’s Lai Ching-te, raising the 
possibility of greater Chinese aggres-
sion. China, which claims Taiwan as 
part of its territory and has mounted a 
military intimidation campaign, has 
denounced Lai as a separatist.

The two parties said they would con-
tinue talks as soon as possible. “I still 
hope that we can co-operate for the sake 
of the people’s hopes for a change in rul-
ing party, for the sake of the safety of 
Taiwan,” Ko said.

Ko and Hou have both claimed their 
victory could help keep peace in the Tai-
wan Strait while continued DPP rule 
raised the risk of war. The DPP has ques-
tioned whether China has a hand in pro-
moting the joint opposition ticket.

The two candidates announced an 
agreement to run on a joint ticket on 
Wednesday, but on Saturday the KMT 
and the TPP presented two different 
versions of the survey calculation by a 
panel of experts to collate opinion polls 
determining which candidate would be 
likely to win.

In five of nine polls taken into consid-
eration, a ticket with Ko as presidential 
candidate and Hou as running mate 
gained slightly stronger support ratings 
than the other way round. Analysts said 
the results indicated that KMT support-
ers were more willing to vote for Ko but 
his supporters were sceptical about 
backing Hou. However, Ko had offered 
to concede to Hou if poll results were 
within the margin of error.

The two sides are arguing over how to 
define the margin of error, which polls 
to include, and whether to measure the 
two potential combinations against 
each other or their respective strength 
in comparison with a Lai-led ticket. 

Eric Chu, KMT chair, said these were 
only “small disagreements, which we 
should iron out as quickly as possible”. 
But analysts said the attempted alliance 
could collapse.

“It looks to me like we are headed for a 
breakdown,” said Nathan Batto, an elec-
tion expert at Academia Sinica in Taipei.

People familiar with the talks said the 
best chances for agreement were that 
former president and KMT elder Ma 
Ying-jeou, who oversaw Wednesday’s 
deal, would bring Ko and Hou back to 
the table and force a compromise.

But observers said a failed deal could 
benefit Lai, who has consistently led in 
the polls with more than 30 per cent. 

“If they end up running separately, it 
will be a lot more difficult for people to 
vote strategically,” Batto said, referring 
to voters’ attempts to back the opposi-
tion candidate who has a better chance 
of winning. “That is because there will 
be so much more acrimony.”

Tariffs

EU and Mercosur strive to finalise treaty 
Officials point to signs of 
momentum on both sides 
after decades of delay

Presidential poll

Taiwan’s top 
opposition 
parties split 
on campaign 
leadership

MERCEDES RUEHL  — SINGAPORE 
LEO LEWIS — TOKYO

The global queue to set up a family 
office to manage private wealth in Sin-
gapore has stretched to as long as 18 
months, with a backlog of rich inves-
tors encountering tougher regulations 
in the Asian financial hub.

Family offices, demand for which 
boomed during the pandemic and 
which have come to symbolise Singa-
pore’s ambitions as an investment desti-
nation, have come under additional 
scrutiny in the wake of the city state’s 
biggest money laundering probe.

The number of Singapore-registered 
family offices, which manage tens of bil-
lions of dollars of private wealth, has 
leapt from 50 in 2018 to 1,100 at the end 
of 2022, according to the Monetary 
Authority of Singapore.

But lawyers and advisers involved in 
setting up family offices said the pace of 
new registrations had slowed, with 
demand now falling as processing times 
stretch from less than six months to 

more than a year. The extended wait 
time, they said, was the result of a back-
log of applications and greater scrutiny 
under new, stricter criteria from Singa-
porean authorities.

“Family offices remain popular, but 
we are seeing a slowdown,” said Kia 
Meng Loh, senior partner at Dentons 
Rodyk. He said the number of inquiries 
from wealthy families and individuals 
had declined from two to three a week to 
“two to three per month”.

The delays varied, however, with 
some clients who applied last year still 
waiting for approval, while others who 
applied in January this year receiving 
the green light as soon as August, he 
added.

That disparity points to growing regu-
latory concern that the vehicles could be 
used by criminal enterprises, said law-
yers in the city state. Private banking 
clients have also faced longer wait times 
to open accounts because of tighter due 
diligence. 

Singapore was rocked by the revela-
tion in August of a S$2.8bn (US$2bn) 

after the money-laundering investiga-
tion.”

Singapore’s government has encour-
aged the opening of family offices as it 
seeks a competitive edge over Hong 
Kong, seeking wealthy mainland Chi-
nese and Middle Eastern investors in 
particular. The city state’s financial reg-
ulator calculated that family offices held 
about S$90bn in assets at the end of 
2021.

“The family office regime is very 
important for Singapore as a finance 
and asset management hub, and the 
government has put a lot of work into 
expanding and finessing it,” said Sudip 
Baniya, business development director 
for private wealth at IQ-EQ, investor 
services firm.

Baniya confirmed the slowdown in 
family office registrations this year, 
mostly from the greater China region, 
but said it was “not a drastic decline”. 

The MAS began to impose additional 
restrictions on family offices in July, 
including setting a minimum fund size 
of S$20mn. At least S$200,000 must be 

invested annually in local businesses 
such as start-ups or the stock market.

It also required family offices to hire 
two investment professionals, at least 
one of whom comes from outside the cli-
ent family, and has proposed additional 
measures such as hiring an MAS-regu-
lated financial institution to check for 
money laundering.

The MAS did not respond to a request 
for comment.

“Most [family offices] are putting 
cash in money market funds and fixed 
deposits to wait for opportunities,” said 
Ryan Lin, a director at Bayfront Law, 
who added he had seen a 20-30 per cent 
slowdown in deal flow from clients. 

Loh of Dentons Rodyk said under the 
new criteria, more family offices were 
pursuing deals in areas such as private 
equity and there might be a “natural 
culling” of the number of family offices 
in the coming months.

“Some wealthy individuals may 
decide putting money in a high-interest 
private bank account is better than 
spending $200,000 each year,” he said.

Regulation

Family office applicants deterred by scrutiny and long wait for approval in Singapore
money-laundering scandal, as police 
seized assets including luxury proper-
ties, cars, designer handbags, gold bars, 
cash and cryptocurrency in raids across 
the city state. Ten individuals, all of 
whom originated in mainland China, 
have been arrested and charged.

Investigators in Singapore are exam-
ining whether part of those funds found 

its way into family offices and whether 
they benefited from tax incentives for 
the vehicles.

“If you are from certain jurisdictions, 
I was told recently to expect a waiting 
period of 18 months. But it can be less 
than that,” said one Singapore lawyer 
who asked not to be named. “I think 
everyone now is being more cautious 

Private wealth is central to Singapore’s finance hub goals — Lauryn Ishak/Bloomberg 
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HEBA SALEH  — CAIRO

For hundreds of years, empires and 
armies have come and gone in Gaza, but 
holy service at the Church of Saint Por-
phyrius has continued. The rituals have 
carried on in recent weeks as Israeli 
forces moved on Gaza City and fighting 
raged on the streets outside.

Despite the battle around them, 
Greek Orthodox priests dressed in gold-
trimmed cassocks have carried on hold-
ing mass for the hundreds taking shelter 
in the church. 

Built on a site first consecrated in the 
fifth century, this house of God has 
become a wartime home for many of the 
enclave’s Christian community.

Gaza’s entire population of Christians 
numbers just 800-1,000 people — and 
almost all of them are now hiding in 
Saint Porphyrius and the nearby Holy 
Family Church, part of Gaza City’s last 
remaining Catholic parish.

“These two churches are hosting 340 
families, which account for almost all 
the Christians in Gaza,” said Ram 

Tarazi, who used to run an Orthodox 
cultural centre before the war, which 
has been destroyed by an Israeli air 
strike. Around 20 of the Tarazis, a large 
clan of Palestinian Christians, fled their 
homes in Gaza City for the relative 
safety of Saint Porphyrius, which was 
named after a fifth-century bishop who 
first established a church on the site to 
replace a pagan temple.

“We left the same night under bom-
bardment,” said Tarazi, reached by 
phone on the church grounds. “Our 
homes are in three buildings next to 
each other, but after more than a month 
here, we are not even sure they are still 
standing.”

Families sheltering in Saint Porphy-
rius, a compound centred on a reno-
vated church first built by 12th century 
crusaders, sleep on mattresses laid on 
the floors of buildings that served as 
offices for employees and residences for 
priests. Solar panels provide a small 
amount of power, just enough for people 
to charge their phones. 

Like the other 2.3mn Palestinians in 
the enclave, the Christians of Gaza live 
in fear of Israel’s relentless air campaign 
and its tanks rolling on streets nearby. 
There is little food left in the churches 
and almost nothing to buy in nearby 
shops. Tarazi said Saint Porphyrius still 
had a small amount of fuel, which was 
used sparingly to pump drinking water. 

Israel considers Gaza City to be the 
centre of gravity for Hamas, the militant 
group it has vowed to “destroy” after it 
led a cross-border attack on October 7 in 
which about 1,200 people were killed, 
according to the government. 

Palestinian health officials in the 
Hamas-controlled territory say more 
than 11,470 Gazans have been killed 
since Israel launched its military cam-
paign.

Even in churches, the Christians have 
no assurance of safety. An Israeli air 
strike on October 19 destroyed one of 

the buildings sheltering families in the 
Saint Porphyrius compound, killing 17 
people, including four of Tarazi’s rela-
tives. They were buried in the grounds 
of the church.

Ramez Soury, who lost his three chil-
dren — Suhail, Julia and Majd — told 
Jazeera TV: “We came here seeking 
safety, a last resort in the house of 
God . . . There is nothing military here.” 
Ten members of the Soury family were 
killed in the air strike.

The Israeli military said the church 
was not the intended target, saying the 
aim was to hit a Hamas command cen-
tre nearby; an internal review has 
begun.

Mitri Raheb, a Lutheran pastor who is 
also the president and founder of Dar al-
Kalima University in Bethlehem, said 
the presence of Christians in Gaza was 
“as old as Christianity”, adding: “Gaza is 
mentioned eight times in the New Testa-
ment.”

Yet even before the war, the Christian 
population in the enclave was dwin-
dling. There were 1,750 Christians in 
Gaza in 1997, according to Raheb, a fig-
ure that has since halved. Many have 
sought opportunities to escape the 
restricted life in the impoverished terri-
tory that has been blockaded by Israel 
and Egypt since Hamas took control in 
2007.

“A third of those who left moved to 
Bethlehem, taking advantage of Israeli 
permits to go there for Christmas 
[before] staying on,” said Raheb, “Oth-
ers have emigrated.”

Raheb, whose university Dar al-Ka-
lima runs a cultural outpost in Gaza, 
fears Israel is adopting a “scorched earth 
strategy” in Gaza “so it cannot be habita-
ble again”.

Hundreds of thousands of residents of 
north Gaza have moved to the south fol-
lowing repeated Israeli orders to evacu-
ate “for your safety”. But many of the 
displaced Christians are afraid to make 
that journey.

“It is too dangerous. At least at the 
church they have a roof over their 
heads,” said Hanna Maher, a former 
pastor of the Gaza Baptist Church, 
whose wife, Janet, is Ramy’s sister. She 
and their three children are with the 
family in Saint Porphyrius. “People 
have tried to leave more than once, but 
they were caught up in the clashes and 
killed.” 

Maher said that Elham Farah, an 84-
year old music teacher who had taken 
refuge in the Holy Family Church, was 
shot in the leg on Sunday when she went 
out to check if her home was still stand-
ing. She died on the street, according to 
Maher and a Catholic priest in Bethle-
hem. It was too dangerous for anyone to 
go to her rescue. 

Maher, an Egyptian, was on a visit to 
his home country when the war broke 
out and he could not return to Gaza. He 
has been spending much of his days try-
ing to contact his wife on the phone. 
“Sometimes two days pass before I am 
able to reach her,” he said. 

Temperatures are falling and Maher is 
concerned that there is nowhere to buy 
warm clothes for his children. Tarazi, 
meanwhile, is worried the supplies of 
food may not last the week. “The drink-
ing water is not very clean, and we have 
a small stock of medicines,” he said. “We 
just want the war to end.” 

Gaza Christians 
shelter in their 
churches as the 
war rages on
Enclave’s small community lives in 
fear of relentless Israeli air strikes

‘We came here seeking 
safety, a last resort in the 
house of God . . . There is 
nothing military here’

‘These two 
churches 
are hosting 
340 
families, 
which 
account 
for almost 
all the 
Christians 
in Gaza’

Haven: services 
have continued 
at the Saint 
Porphyrius 
church in Gaza 
despite the 
conflict
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ssppeennddiinngg aarroouunndd ddiissccoouunntteedd eevveennttss
ssuucchh aass WWaaWWWW llmmaarrtt’’ss ddeeaall ddaayyaaaa ss aanndd AAmmaa--
zzoonn PPrriimmee ddaayyss,, TTaarrlloowwee aatt JJeeffffffff eeff rriieess
ssaaiidd,, aanndd hhaavvaaaa ee bbeeccoommee lleessss lliikkeellyy ttoo vviissiitt
aassttoorreettooppuurrcchhaassee ffuuffff llll--pprriicceeddiitteemmss..

““TThhee mmaarrkkeett ffooffff rr ppeerrcceeiivveedd ddiissccoouunnttss
rreemmaaiinnssssttrroonngg,,””ssaaiiddGGrreeggPPoorrttrrrr eellll,, aa lleeaadd
ppaarrttnneerr aattaaaa tthhee ccoonnssuullttaannccyy KKeeaarrnneeyy..yyyy ““IIff
yyoouu hhaavvaaaa ee mmiiddddllee--ccllaassss ccoonnssuummeerrss mmoovv--
iinngg iinnttoo [[tthhee ddiissccoouunntt cchhaannnneell]],, tthhaatt’’ss
ffrrffff eesshh mmoonneeyy tthhaattaaaa cchhaannggeess tthhee ccoommppeettii--
ttiivveeddyynnaammiicc..””

AAnnaallyyssttss a att B Btt aannkk o okk ff A Aff mmeerriiccaa i iaa ddeennttii--
ffiieedd ssoommee ggeenneerraattiioonnaall ddiiffffeerreenncceess
bebehhiinndd tthhee hheeaaddlliinnee sspepennddiinngg ffiiffff gguurreses,,
ffiiffff nnddiinngg tthhaatt wweeaalltthhyy ““bboooommeerrss”” aanndd
““ttrraaddiittiioonnaalliissttss”” hhaavvaaaa ee iinnccrreeaasseedd tthheeiirr
ccoonnssuummppttiioonn,, wwhhiillee ssppeennddiinngg hhaass ffaaffff lllleenn
aanndd ccrreeddiitt ccaarrdd ddeelliinnqquueennccyy hhaass rriisseenn
aammoonngg yyoouunnggeerr ggeenneerraattaaaa iioonnss,, wwhhoo hhaavvaaaa ee
sseeeennbbiiggggeerroobbssttaacclleess ffrrffff oommhhiigghheerrrraattaaaa eess..

““BBaannkk ooff AAmmeerriiccaa ccaarrdd ddaattaa sshhoowweedd
tthhaatt bboooommeerrss aarree aacccceelleerraattiinngg tthheeiirr
ssppeennddiinngg wwhhiillee aallll tthhee ootthheerr ggrroouuppss aarree
ssppeennddiinngg lleessss iinn ddoollllaarr tteerrmmss,,”” ssaaiidd
OOhhssuunngg KKwwKKKK oonn,, eeqquuiittyytttt ssttrraattaaaa eeggiisstt aattaaaa BBooffAAffff ,,
aaddddiinngg tthhaatt tthhee bboooomm iinn tthhee sseerrvviicceess
sseeccttoorrss,, ssuucchh a ass t trraavvaaaa eell a anndd h hoossppiittaalliittyytttt ,,yyyy
wwaassbbeeggiinnnniinnggttoonnoorrmmaallaaaa iissee..

LLuuxxuurryy rreettaaiilleerrss,, mmeeaannwwhhiillee,, hhaavvaaaa ee
rreeppoorrtteedd aa sslloowwddoowwnn aass aassppiirraattiioonnaall
ccuussttoommeerrss ccuutt bbaacckk oonn ssppeennddiinngg..
TThhoouugghh UUSS lluuxxuurryyrrrr hhoouusseess TTaappeessttrryyrrrr aanndd
RRaallpphh LLaauurreenn rreeppoorrtteedd rreevveennuuee ggrroowwtthh
iinn tthhee mmoosstt rreecceenntt qquuaarrtteerr,,rrrr bbootthh cciitteedd
ssooffttffff eerrddeemmaannddiinnNNoorrttrrrr hhtttt AAmmeerriiccaa..

““HHiigghheerr--iinnccoommee hhoouusseehhoollddss wwiillll nnoott
bbee ffaaffff lllliinngg ooffffffff aa cclliiffffffff ,,ffff bbuutt tthheeyy wwiillll ssttaarrtt ttoo
bbeeccoommee mmoorree ccaauuttiioouuss,,”” ssaaiidd MMoorrggaann
SSttaannlleeyy’’ss WWooWWWW llffeeffff .. SSppeennddiinngg uunnttiill tthhtttt iiss yyeeaarr
hhaass bbeeeenn ddrriivveenn llaarrggeellyy bbyy ppeenntt uupp
ddeemmaanndd bbuutt nnooww iitt hhaass bbeeeenn mmeett,, eevveenn
hhiigghheerr eeaarrnneerrss wwiillll ppuullll bbaacckk tthheeiirr
ssppeennddiinngg,, sshhee pprreeddiicctteedd:: ““II ccaann’’tt sseeee aannyy
uuppssiiddeeffooffff rrccoonnssuummeerrssnneexxttyyeeaarr..rrrr””

iieess.. ““TTrreennddss aarree ssttaarrttiinngg ttoo bbeeccoommee aa lliitt--
ttlltttt eebbiittmmoorreeccoonncceerrnniinngg..””

HHoommee DDeeppoott ppooiinntteedd ttoo ccuussttoommeerrss
ddeellaayyiinngg bbiigg hhoommee iimmpprroovveemmeenntt
pprroojjoo eeccttss aanndd ffooffff ccuussiinngg oonn ssmmaalllleerr oonneess..
WWiilllliiaamm BBaasstteekk,, tthhee rreettaaiilleerr’’ss eexxeeccuuttiivvee
vviiccee--pprreessiiddeenntt ooff mmeerrcchhaannddiissiinngg,, ttoolldd
aannaallyyssttss tthhaatt ttrraannssaaccttiioonnss oovveerr $$11,,000000
wweerree ddoowwnn 55..22 ppeerr cceenntt yyeeaarr oonn yyeeaarr aass
ffeeffff wweerr ccoonnssuummeerrss iinnvvnnnn eesstteedd iinn nneeww ffllffff oooorrss,,
ccoouunntteerrttrrrr ooppssaannddccaabbaa iinneettss..

WWaaWWWW llmmaarrtt,, tthhee llaarrggrr eesstt UUSS rreettaaiilleerr,,rrrr ccaauu--
ttiioonneedd tthhaatt ggrroowwtthh wwoouulldd mmooddeerraattee iinn
iittss hhoolliiddaayyaaaa qquuaarrttrrrr eerr,,rrrr aaffttffff eerr iitt ssaawwaaaa ssaalleess ssooff--ffff
tteenniinntthhtttt eesseeccoonnddhhaallaaaa ffooffOOccttoobbeerr,,rrrr iinncclluudd--
iinngg sslloowweerr tthhtttt aann eexxppeecctteedd ggrroowwttwwww hhtttt iinn ssaalleess
ooffHHaallaaaa lloowweeeenn--tthhtttt eemmeeddiitteemmss..

TThhee AArrkkaannssaass--bbaasseedd ggrroouupp’’ss ggeenneerraall
mmeerrcchhaannddiissee ssaalleess ddeecclliinneedd mmooddeessttlltttt yy iinn
tthhee tthhiirrdd qquuaarrtteerr,, eevveenn aass ddeemmaanndd
ssttrreennggtthheenneedd iinn ggrroocceerryyrrrr aanndd hheeaalltthh aanndd
wweellllnneessssccaattaaaa eeggoorriieess..

JJoohhnn DDaavvaaaa iidd RRaaiinneeyy,, WWaaWWWW llmmaarrtt’’ss cchhiieeff
ffiiffff nnaanncciiaall ooffffffff iiffff cceerr,,rrrr ppooiinntteedd ttoo tthhee rroollee ddiiss--
ccoouunnttss aarree ppllaayyaaaa iinngg,, tteelllliinngg tthhee FFiinnaanncciiaall
TTiimmeess tthhaatt ssaalleess dduurriinngg ppeerriiooddss
bbeettwwtttt eeeenn pprroommoottiioonnss hhaadd bbeeeenn sslloowweerr..
““TThhee ccoonnssuummeerr iiss bbeeiinngg ddiisscceerrnniinngg;;
tthheeyy’’rere mmaakkiinngg ssuurere tthheeyy’’rere wwaaiittiinngg
uunnttiill tthheessee pprroommoottiioonnaall eevveennttss ttoo ggoo oouutt
aannddbbuuyytthhtttt eesseebbiigg--ttiicckkeekkkk tt iitteemmss,,””hheessaaiidd..

MMoorrggaann SSttaannlleeyy eeccoonnoommiisstt SSaarraahh

WWooWWWW llffeeffff ssaaiidd tthhee ddiissccrreeppaannccyy bbeettwwtttt eeeenn tthhee
ooffffffff iiffff cciiaall ssppeennddiinngg ddaattaa aanndd tthhee mmeessssaaggaa ee
frfrom om rretaetaileilers rs stestemmemmed d frfrom om thethe  disdis--
pprrooppoorrttiioonnaattee eeffffffff eeffff cctt tthhee rriicchheesstt 2200 ppeerr
cceenntt ooff tthhee ppooppuullaattiioonn hhaavvaaaa ee oonn ssppeenndd--
iinngg.. HHiigghh eeaarrnneerrss iinnccrreeaasseedd tthheeiirr sshhaarree
ooff ccoonnssuummeerr ssppeennddiinngg ffrrffff oomm 3399 ppeerr cceenntt
ttoo 4455 ppeerr cceenntt oovveerr tthhee ppaasstt ttwwtttt oo yyeeaarrss,,
wwhheenn tthheeyy bbuuiilltt uupp ““aa ttrreemmeennddoouuss
aammoouunnttooffeexxcceessssssaavvaaaa iinnggss””,,WWooWWWW llffeeffff nnootteedd..

RReettaaiilleerrss rreelliiaanntt oonn aa bbrrooaaddeerr rraannggee ooff
iinnccoommee ggrroouuppss ppooiinntteedd ttoo wweeaakkeerr ddiiss--
ccrreettiioonnaarryy ssppeennddiinngg,, wwiitthh TTaarrggeett,,
MMaaccyy’’ss aanndd HHoommee DDeeppoott aallll rreeppoorrttiinngg
ssaalleess ddeecclliinneess iinn tthheeiirr llaatteesstt qquuaarrtteerr..
““CCoonnssuummeerrss aarree ssttiillll ssppeennddiinngg,, bbuutt pprreess--
ssuurreess lliikkee hhiigghheerr iinntteerreesstt rraattees,s, tthhee
rreessuummppttiioonn ooff ssttuuddeenntt llooaann rreeppaayy--
mmeennttss,, iinnccrreeaasseedd ccrreeddiitt ccaarrdd ddeebbtt aanndd
rreedduucceedd ssaavvaaaa iinnggss rraatteess hhaavvaaaa ee lleeffttffff tthheemm
wwiitthh lleessss ddiissccrreettiioonnaarryyrrrr iinnccoommee,, ffooffff rrcciinngg
tthheemm ttoo mmaakkee ttrraaddee--ooffffffff ssffff iinn tthheeiirr ffaaffff mmiillyy
bbuuddggeettss,,”” ssaaiidd TTaarrggeett cchhiieeff eexxeeccuuttiivvee
BBrriiaannCCoorrnneellll..

ReRettaaiilleerrss kknnowownn ffooffff rr ooffffffff eeffff rriinngg vvaalluuee
pprriicciinngg hhaavvaaaa ee bbeenneeffiiffff tteedd ffrrffff oomm tthhee pprreess--
ssuurree iinnffllffff aattiioonn hhaass ppuutt oonn ccoonnssuummeerrss
wwiitthh ttiigghhtteerr bbuuddggeettss.. WWaaWWWW llmmaarrtt,, aanndd ddiiss--
ccoouunntt rreettaaiilleerrss TTJJTT XX aanndd RRoossss SSttoorreess,, aallll
rreeppoorrtteedd aann uuppttiicckk iinn ccuussttoommeerr ttrraaffffffff iiffff cc
aannddccoommppaarraabbaa lleessaallaaaa eessggrroowwttwwww hhtt ..

UUSS ccoonnssuummeerrss hhaavvaaaa ee ssttaarrtteedd ttoo ffooffff ccuuss

Retail. Consumer sentiment

US store earnings reveal signs of darkening outlook
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UUnneexxppeecctteeddllyy ssttrroonngg ssppeennddiinngg ddaattaaaa aa tthhiiss
wweeeekk bboollsstteerreedd hhooppeess tthhaatt AAmmeerriiccaannss
wwoouulldd kkeeeepp sshhooppppiinngg iinn tthhee ffaaffff ccee ooff eeccoo--
nnoommiicc ppreressssuureress,, bbuutt eeaarrnniinnggss ffroroffff mm
ssoommee ooff tthhee ccoouunnttrryy’’ss llaarrggeesstt rreettaaiilleerrss
ssuuggggeesstt tthhaattaaaa ccrraacckkss aarree ssttaarrttiinngg ttoo sshhooww
iinntthhtttt eeppiiccttuutttt rreeooffccoonnssuummeerrrreessiilliieennccee..

TThhee CCeennssuuss BBuurreeaauu ssaaiidd oonn WWeeWWWW ddnneess--
ddaayyaaaa tthhaattaaaa rreettaaiill ssaalleess ffeeffff llll 00..11 ppeerr cceenntt llaasstt
mmoonntthhtttt ,, lleessss tthhtttt aann tthhtttt ee 00..33 ppeerr cceenntt ddeecclliinnee
eeccoonnoommiissttsseexxppeecctteedd..

TThhaatt eexxtteennddeedd aa ttrerenndd tthhiiss yyeeaarr iinn
wwhhiicchh AAmmeerriiccaannss hhaavvaaaa ee llooookkeedd ppaasstt sskkyykkkk --
hhiigghh iinnffllffff aattaaaa iioonn,, ssooaarriinngg iinntteerreesstt rraattaaaa eess aanndd
rreeggiioonnaall bbaannkk ffaaffff iilluurreess,, ccoonnttiinnuuiinngg ttoo
ooppeenn tthheeiirr wwaalllleettss nnoott oonnllyy ffooffff rr eevveerryyrrrr ddaayyaaaa
ppuurrcchhaasseess bbuutt aallssoo ttrraavvaaaa eell,, eenntteerrttaaiinn--
mmeennttaannddbbiigg--ttiicckkeekkkk tt iitteemmss..

BBuutt wwiitthh tthhee llaabboouurr mmaarrkkeett ccoooolliinngg
mmoorree nnoottaabbaa llyy,,yyyy wwaaggaa ee ggrroowwttwwww hhtttt mmooddeerraattaaaa iinngg,,
andand  sasavinvings gs aaaa stostockpckpileiled d sinsince ce thethe  ppanan--
ddeemmiicc bbeeggiinnnniinngg ttoo rruunn oouutt,, tthhee qquueess--
ttiioonn ddooggggiinngg ooffffffff iiffff cciiaallss iiss hhooww lloonngg ccaann tthhtt ee
UUSSccoonnssuummeerrrreettaaiinntthhtttt iissrreessiilliieennccee??

AAnnnnoouunncciinngg tthheeiirr llaatteesstt qquuaarrtteerrllyy
eeaarrnniinnggss ffooffff lllloowwiinngg aa bbiigg ssuummmmeerr ssppeenndd--
iinnggsseeaassoonn,, rreettaaiilleerrss llaassttwweeeekknnootteeddtthhtttt aattaaaa
ssppeennddiinngg oonn ddiissccrreettiioonnaarryyrrrr iitteemmss ssuucchh aass
ffuurrnniittuurree,, aappppaarreell aanndd aapppplliiaanncceess
rreemmaaiinneedd wweeaakk,, aass sshhooppppeerrss pprriioorriittiissee
ggrroocceerriieess,,hheeaallaaaa tthhtttt aannddwweellllnneesssspprroodduuccttss..

““OOvveerraallll,, tthhee tthheemmee iiss tthhaatt tthhee ccoonn--
ssuummeerr hhaass bbeeeenn rreessiilliieenntt bbuutt wwee aarree
ssttaarrttiinngg ttoo sseeee aa lliitttttttt llee bbiitt ooff ssttrreettcchhiinngg,,””
ssaaiidd CCoorreeyy TTaarrlloowwee,, aann aannaallyysstt aattaaaa JJeeffffffff eeffff rr--

SpSpenendidingng  hahass dedefifieded  ininflflatatioionn

bubut t shshopoppepersrs  arare e shshowowining g 

cacaututioion n onon  bibig-g-titickcketet  ititememss

Walmart, the 
largest US 
retailer, says 
growth will 
moderate in its 
holiday quarter, 
after it saw sales 
soften in the 
second half of 
October — David Paul 
Morris/Bloomberg
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OOnnee ooff WWaaWWWW llaa ll SSttrreeeett’’ss bbeesstt--kknnoowwnn bbeeaarrss,,
JJiimm CChhaannooss,, hhaass ttoolldd hhiiss bbaacckkeerrss hhee iiss
cclloossiinngg hhiiss mmaaiinn sshhoorrtt--ffooffff ccuusseedd hheeddggee
ffuuffff nnddssaaffttffff eerrmmoorreetthhtttt aanntthhtttt rreeeeddeeccaaddeess..

CChhaannooss iiss bbeesstt--kknnoowwnn ffooffff rr hhiiss bbeett aaggaa aaiinnsstt
EEnnrroonn,, tthhee eenneerrggrr yygggg ttrraaddeerr tthhaattaaaa ccoollllaappsseedd
iinn 22000011,, aass wweellll aass ffooffff rr hhiiss mmoorree rreecceenntt,,
bbuutt uunnssuucccceessssffuuffff ll,, ccaammppaaiiggnn aaggaaiinnsstt
eelleeccttrriicc--ccaarr mmaakkeerr TTeessllaa,, wwhhiicchh hhee
ddeessccrriibbeeddaassaa““cciirrccuuss””..

IInn aa lleetttteerr ttoo iinnvveessttoorrss sseeeenn bbyy tthhee
FFiinnaanncciiaall TTiimmeess,, CChhaannooss wwrroottee:: ““IItt iiss nnoo
sseeccrreett tthhaatt tthhee lloonngg//ss//// hhoorrtt eeqquuiittyytttt bbuussii--
nneessss mmooddeell hhaass ccoommee uunnddeerr pprreessssuurree
aanndd iinntteerreesstt iinn ffuuffff nnddaammeennttaall ssttoocckk ppiicckk--
eerrss hhaass wwaanneedd.. WWhhiillee II aamm aass ppaassssiioonnaattaaaa ee
aass eevveerr aabboouutt rreesseeaarrcchh aanndd iinnvveessttiinngg,, II
ffeeffff eell ccoommppeelllleedd ttoo ppuurrssuuee tthheessee ppaassssiioonnss
iinnaaddiiffffffff eeffff rreennttccoonnssttrruucctt..””

CChhaannooss ssaaiidd tthhee bbuullkk ooff tthhee ffuuffff nnddss
wwoouulldd bbee rreettuurrnneedd ttoo iinnvveessttoorrss bbyy yyeeaarr--
eenndd.. HHee wwiillll ccoonnttiinnuuee ttoo ooffffffff eeffff rr besbespopokkee
adadvicvicee on on funfundamdamentental al shoshort rt ideideas as asas
wweellll aass ssoommee mmaaccrroo iinnssiigghhttss.. HHiiss ddeeccii--
ssiioonn ttoo cclloossee tthhtttt ee ffuuffff nnddss wwaass ffiiffff rrsstt rreeppoorrttrrrr eedd
bbyy TThhee WWaaWWWW llll SSttrreeeett JJoouurrnnaall.. ““EEvveenn iinn tthhee
ffaaffff ccee ooff mmuullttiiyyeeaarr mmaarrkkeett eeuupphhoorriiaa,, wwee
hhaavvaaaa ee wwoorrkkeedd hhaarrdd ttoo mmeeeett yyoouurr aanndd oouurr
sshhaarreeddeexxppeeccttaattaaaa iioonnss,,””CChhaannoossssaaiidd..

IInn hhiiss lleetttttttt eerr,,rrrr hhee ssaaiidd hhiiss sshhoorrtt hhoollddiinnggss
hhaadd ggeenneerraattaaaa eedd aannnnuuaalliisseedd aallpphhaa —— oouutt--
ppeerrffooffff rrmmaannccee rreellaattiivvee ttoo bbrrooaadd mmaarrkkeett
iinnddiicceess ssuucchh aass tthhee SS&&PP 550000 aanndd RRuuRRRR sssseellll
22000000 —— ooff aabboouutt 88 ppeerr cceenntt ssiinnccee tthhee
22001188 mmaarrkkeett bbootttttttt oomm aanndd mmoorree tthhaann 2200
ppeerrcceennttoovveerr tthhtttt eeppaasstt tthhtttt rreeeeyyeeaarrss..

SShhoorrttrrrr sseelllleerrss aaiimm ttoo pprrooffiiffff tt ffrrffff oomm ffaaffff lllliinngg
pprriicceess,, bboorrrroowwiinngg sshhaarreess iinn aa bbeett tthhaatt
tthheeiirr vvaalluuee wwiillll hhaavvaaaa ee ddrrooppppeedd bbyy tthhee
ttiimmeetthhtttt eeyyrreettuutttt rrnntthhtttt eemm..

CChhaannooss’’ss rreellaattaaaa iivveellyy hhiigghh ppuubblliicc pprrooffiiffff llee
ccoonnttrraassttss wwiitthh tthhee lloowweerr--kkeeyy aapppprrooaacchh
ttaakkeenn bbyy mmaannyy sshhoorrtt sseelllleerrss,, wwhhoo rreellyy
hheeaavviillyy oonn ssoocciiaall mmeeddiiaa —— aa ttooooll nnoott
aavvaaaa aaiillaabbaa llee ttoo CChhaannooss dduurriinngg hhiiss ffiiffff rrsstt ttwwtttt oo
ddeeccaaddeess iinn tthhee iinndduussttrryy —— ttoo sspprreeaadd
tthheeiirr wwaarrnniinnggss ooff ppeerrcceeiivveedd oovveerrvvrrrr aalluueedd
oorr ffrrffff aauudduulleenntt iinnvvnnnn eessttmmeennttss..

DDeessppiittee ssoommee pprroommiinneenntt lloossiinngg bbeettss,,
ssuucchh aass TTesesllaa,, aanndd ssoommee llaarrggrr ee ttecechhnnooll--
ogogy y comcompanpanieiess,, ChaChanosnos  nenevver er loslost t hhisis
sscceeppttiiccaall bbeenntt,, tteelllliinngg tthhee FFTT iinn 22002200
tthhaattaaaa ““wwee aarree iinn tthhee ggoollddeenn aaggaa ee ooff ffrrffff aauudd””..
AA wweeeekk bbeeffooffff rree tthhiiss,, hhiiss ffuuffff nnddss hhaadd mmaaddee
$$110000mmnn sshhoorrttiinngg GGeerrmmaann ppayaymmeennttss
ccoommppaannyy WWiirreeccaarrdd,, wwhhiicchh ffiilleedd ffoorr
bbaannkkrruuppttccyy aaffttffff eerr aaddmmiitttttttt iinngg tthhtttt aattaaaa mmoosstt ooff
iittss ccaasshh ddiidd nnoott eexxiisstt.. WWiirreeccaarrdd’’ss ccooll--
llaappssee ffooffff lllloowweedd aa ffiiffff vvee--yyeeaarr iinnvveessttiiggaattaaaa iioonn
bbyytthhtttt eeFFTTiinnttoo iittssaaccccoouunnttiinngg..

Short seller 
Chanos to 
close his main 
hedge funds

ppoolliiccyy..yyyy CCoonncceerrnnss aabbaa oouutt tthhtttt ee BBooJJoo ““nnoorrmmaall--
iissiinngg”” iittss ppoolliiccyy iinn tthhee ccoommiinngg yyeeaarrss hhaadd
ccrreeaattaaaa eedd aann uurrggrr eenncycy aarroouunndd ddooiinngg ddeeaallss
nnooww,,wwww tthhtttt eeyyssaaiidd..

BBaannkkeerrss ppooiinntteedd ttoo ootthheerr ffaaccttoorrss,,
iinncclluuddiinngg uuppddaattaaaa eess ttoo tthhee ccoorrppoorraattaaaa ee ggoovv--
eerrnnaannccee ccooddee aanndd ttaakkeeoovveerr gguuiiddeelliinneess..
TThhee ggoovveerrnnaannccee ccooddee ccrreeaatteess pprreessssuurree
oonn lliisstteedd JJaappaanneessee ccoommppaanniieess ttoo ooffffffff llffff ooaadd
thethe  larlargege ppororttfolfolioioss ofof shasharreess manmany y ofof
tthheemm hhoolldd iinn ootthheerr ppuubblliicc ccoommppaanniieess,, aa
pprroocceessss t thhaatt c ctt aann qquuiicckkllyy p puutt ssttaakkeess i inn
tthhtt eehhaannddssooff sshhaarreehhoollddeerraaccttiivviissttss..

BBaannkkeerrss aattaaaa ssiixx iinnssttiittuuttiioonnss wwhhoo aaddvviissee
JJaappaannesesee ccoommppaanniieses oonn hhooww ttoo ddeeffeeffff nndd
aaggaa aaiinnsstt aaccttiivviissttss ssaaiidd tthhaatt tthhee mmeerrggeerr
aanndd aaccqquuiissiittiioonn gguuiiddeelliinneess wweerree —— ppeerr--
hhaappss uunniinntteennttiioonnaallllyy —— lliikkeellyy ttoo
ssppuurr aaccttiivviissmm aanndd mmoorree aaggggrreessssiivvee
ddeeaallaaaa mmaakkaaaa iinngg..

TThhee MMBBOOss wweerree iinn mmaannyy ccaasseess lleedd bbyy
mmeemmbbeerrss ooff tthhee ffooffff uunnddiinngg ffaaffff mmiilliieess,, wwhhoo
ffeeffff lltt iinnccrreeaassiinnggllyy uunnddeerr ssiieeggee ffrrffff oomm tthhee
rreelleennttlleessss rriissee iinn sshhaarreehhoollddeerr aaccttiivviissmm,,
ssaaiidd bbaannkkeerrss aanndd iinnvveessttoorrss ddiirreeccttllyy
iinnvvoollvveedd.. WWhheerreeaass pprreevviioouussllyy,,yyyy bbeeiinngg
lliisstteedd oonn tthhee TTookkyykkkk oo SSttoocckk EExxcchhaannggee wwaass
aa mmaattaaaa tttttt eerr ooff pprreessttiiggee aanndd ffiiffff nnaanncciiaall nneecceess--
ssiittyy,,yyyy tthhee bbuurrddeennss ffoorr mmaannyy nnooww oouutt--
wweeiigghheeddtthhtttt eeaaddvvaannttaaggaa eess,, tthhtttt eeyyssaaiidd..

LLoonnggttiimmee aannaallyyssttss ooff tthhee JJaappaanneessee
mmaarrkkeett ccaauuttiioonneedd tthhaatt mmaannyy ooff tthhee
ddeeaallss wweerree lliikkeellyy ttoo eexxppllooiitt tthhtttt ee rreellaattaaaa iivveellyy
wweeaakk rriigghhttss ooff mmiinnoorriittyytttt sshhaarreehhoollddeerrss iinn
mmaannyyssiittuuaattaaaa iioonnss..

““DDooiinngg aann MMBBOO mmeeaannss tthhee pprriivvaattee
ccoommppaannyy ddooeessnn’’tt hhaavvaaaa ee ttoo sseellll iittss ccrroossss--
hhoollddiinnggss iinn ootthheerrss,, aanndd iitt eennaabblleess
ffooffff uunnddeerrss ttoo eennggaaggaa ee mmoorree pprrooffeeffff ssssiioonnaall
mmaannaaggeemmeenntt wwiitthhoouutt lloossiinngg ffaaccee,,
lleeaarrnn bbeehhiinndd aa cclloosseedd ddoooorr,,rrrr ttaakkee mmoonneeyy
ooffff tthhee ttaabbllee aanndd ddoo eessttaattee ppllaannnniinngg
ffoorr ssuucccceessssiioonn iissssuueess,,”” ssaaiidd TTrraavviiss
LLundundyy, , yyyy an an indindepepeendendent nt spspeeciacial l sitsitua-ua-
ttiioonnss aannaallyysstt wwhhoo ppuubblliisshheess oonn tthhee
SSmmaarrttrrrr kktttt aarrmmaappllaattaaaa ffooffff rrmm..

““MMBBOOss aarree tthhee ppeerrffeeffff cctt ssoolluuttiioonnss ttoo aallll
tthhoossee pprroobblleemmss.. TThheeyy jjuusstt tteenndd ttoo
ssqquueeeezzeeoouutt tthhtttt eemmiinnoorriittiieess ttoooocchheeaappllyy..yyyy””

 Japan turns to 
management 
buyouts amid 
activist heat
3 Fastest pace in more than a decade
3 Push to avoid shareholder pressures
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MMaannaaggeemmeenntt bbuuyyoouuttss iinn JaJappaann hhaaveveaaaa
aacccceelleerraatteedd ttoo tthheeiirr ffaasstteesstt ppaaccee iinn
mmoorree tthhaann aa ddeeccaaddee aass sshhaarreehhoollddeerr
aaccttiivviissmm,, iinntteennssiiffyyffff iinngg ggoovveerrnnaannccee pprreess--
ssuurree aanndd aa ssttiillll ooppeenn wwiinnddooww ooff cchheeaapp
ffiiffff nnaanncciinngg ttrriiggggeerr aann eexxoodduuss ffrrffff oomm ppuubblliicc
mmaarrkkeekk ttss..

AA ffllffff uurrrryy ooff bbuuyyoouutt aannnnoouunncceemmeennttss
tthhiiss mmoonntthh iinnvvoollvviinngg ccoommppaanniieess iinn tthhee
eedduuccaattaaaa iioonn,, bbaassiicc mmaattaaaa eerriiaallss aanndd kkaarraaookkee
sseeccttoorrss iiss ffuuffff eelllliinngg pprroojjoo eeccttiioonnss bbyy gglloobbaall
aanndd ddoommeessttiicc pprriivvaattaaaa ee eeqquuiittyytttt ffiiffff rrmmss tthhaattaaaa
MMBBOOss ccoouulldd bbeeccoommee tthhee ccoouunnttrryy’’ss bbiigg--
ggeessttddrriivveerrooffddeeaallaaaa ss iinntthhtttt eeccoommiinnggyyeeaarrss..

TThhiiss mmoonntthh aalloonnee,, eexxeeccuuttiivveess aatt ssiixx

lliisstteedd JJaappaanneessee ccoommppaanniieess,, iinncclluuddiinngg
FFuujjuu ii GGllaassss aanndd kkaarraaookkee ooppeerraattaaaa oorr SShhiiddaaxxaaaa ,,
hhavavee aannnnoouunncceedd ppllaannss ttoo ttaakkee tthheeiirr
bbuussiinneesssseess pprriivvaattaaaa ee,, ppuutttttttt iinngg tthhee ccoouunnttrryyrrrr
oonn ttrraacckk ffooffff rr iittss ssttrroonnggeesstt yyeeaarr ffooffff rr MMBBOOss
ssiinncceetthhtttt ee22000088ffiiffff nnaanncciiaallaaaa ccrriissiiss..

TThheerree hhaavvaaaa ee bbeeeenn 2266 MMBBOO aannnnoouunnccee--
mmeennttss iinn 22002233,, wwiitthhtttt aa ccoommbbiinneedd vvaalluuee ooff
$$22..44bbnn,, aaccccoorrddiinngg ttoo ddaattaa ffrrffff oomm LLSSEEGG..
TThhee bbiiggggeesstt hhaass bbeeeenn mmaaddee bbyy BBeenneessssee,,
tthhee ccoouunnttrryy’’ss llaarrggeesstt pprroovviiddeerr ooff
eedduuccaattaaaa iioonn sseerrvviicceess aanndd ffeeffff ee--ppaayyaaaa iinngg ccaarree
hhoommeess.. BBaacckkeedd bbyy SSwweeddiisshh iinnvveessttmmeenntt
hhoouussee EEQQTT,, iitt iiss wwoorrtthh $$11..33bbnn.. TThhee
llaasstt ttiimmee JJaappaann ssaaww ssuucchh aa hhiigghh
numnumbberer of of manmanageagemenment t buybuyoutoutss wwasas
iinn22001100..

LLaawwyyeerrss aanndd bbaannkkeerrss ffaaffff mmiilliiaarr wwiitthh
ttwwtttt oo ooff tthhee rreecceenntt mmaannaaggaa eemmeenntt bbuuyyoouuttss
saisaid d thethe  accacceleeleratrateedd pacpace e waswas  iin n larlargege
ppaarrttrrrr dduuee ttoo llooww--ccoosstt ffiiffff nnaanncciinngg ssttiillll bbeeiinngg
rreeaaddiillyy aavvaaaa aaiillaabbllee,, wwiitthh iinntteerreesstt rraatteess iinn
JJaappaann aanncchhoorreedd aatt llooww lleevveellss bbyy tthhee
BanBank k of of JJapaapann’’ss ultultra-ra-lolooseose  monmonetetaryary

ThThe e flflururrryy isis  fufuelellilingng  
prprojojeectctioionsns  ofof  MBMBOsOs  
bbeecocomiminng g nn tthehe  tt cocoununtrtryy’’s s 
bibiggggesest t drdriivveevvvv rr ofof  dedealals s 
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IInnvveessttoorrss hhaavvaaaa ee ddrraaggaaaa ggeedd ffooffff rrwwaarrdd tthhee
ddaattaaaa ee aattaaaa wwhhiicchh tthheeyy eexxppeecctt tthhee EEuurroo--
ppeeaann CCeennttrraall BBaannkk aanndd BBaannkk ooff EEnngg--
llaanndd ttoo bbeeggiinn ccuutttttttt iinngg rraattaaaa eess,, ffooffff lllloowwiinngg
aa ffllffff uurrrryy ooff ddaattaa ssuuggggeessttiinngg bbootthh tthhee
eeuurroozzoonnee aanndd tthhtttt ee UUKK aarree hheeaaddiinngg ffooffff rr
aappeerriiooddooffnneeaarr--ssttaaggaaaa nnaattaaaa iioonn..

AloAlong ng witwith h thethe  US US FFeederderaall RReeserservve,e,
bbootthh cceennttrraall bbaannkkss oopptteedd ttoo lleeaavvee
rraattaaaa eess uunncchhaannggeedd aattaaaa tthheeiirr llaattaaaa eesstt ppoolliiccyy
mmeeeettiinnggss,, eemmbboollddeenneedd bbyy sslloowwiinngg
iinnffllffff aattiioonn aanndd wwaarryy tthhaatt pprreevviioouuss
rroouunnddss ooff mmoonneettaarryy ttiigghhtteenniinngg ttaakkee
ttiimmee ttoo wweeiigghh oonn ccoonnssuummeerr ddeemmaanndd
aannddeeccoonnoommiiccggrroowwttwwww hhtttt ..

BBuutt ppoolliiccyymmaakkeerrss wweerree aallssoo ccaarreeffuuffff ll
ttoo wwaarrnn tthhaatt tthhee bbaattttllee ttoo ttaammee iinnffllffff aa--
ttiioonn iiss ffaaffff rr ffrrffff oomm oovveerr,,rrrr wwiitthh EECCBB pprreessii--
ddeenntt CChhrriissttiinnee LLaaggaa aarrddee wwaarrnniinngg tthhaatt
iitt wwaass ““ttoottaallllyy pprreemmaattaaaa uurree”” ttoo ccoonnssiiddeerr
rraattaaaa eeccuuttss..

TheThe  comcommenments ts wwereree latlater er eechochoeedd
bbyy BBaannkk ooff EEnnggllaanndd ggoovveerrnnoorr AAnnddrreeww
BBaaiilleeyy,,yyyy wwhhoo aaddddeedd tthhaattaaaa ““uuppssiiddee rriisskkss””
ttoo iinnffllffff aattaaaa iioonnrreemmaaiinneedd..

HHoowweevveerr,,rrrr wweeaakkaaaa eekkkk rr tthhtt aanneexxppeecctteeddUUKK
rretaetail il salsalees ds dataata on on F Fridridaay ay and nd ppaaaa oooror
iinndduussttrriiaallaaaa pprroodduuccttiioonnffiiffff gguurreess ffrrffff oommtthhtttt ee
eeuurroozzoonnee oonn TThhuurrssddaayyaaaa hhaavvaaaa ee aaddddeedd ttoo
mmaarrkkeett ccoonnvviiccttiioonn tthhaatt tthhee tthhrreeee bbiigg
cceennttrraall bbaannkkss wwiillll eeaacchh ddeelliivveerr aattaaaa lleeaasstt
tthhtttt rreeeerraattaaaa eeccuuttssnneexxttyyeeaarr..

MMaarrkkeettss hhaavvaaaa ee nnooww aallmmoosstt eennttiirreellyy
ddiissmmiisssseedd tthhee pprroossppeecctt ooff ffuuffff rrtthheerr
mmoonneettaarryyrrrr ttiigghhtteenniinngg,, wwhhiillee pprriicciinngg iinn
tthhee ffiiffff rrsstt rraattaaaa ee ccuuttss iinn tthhee eeuurroozzoonnee,, tthhee
UUKK aanndd tthhee UUSS ffooffff rr JJuunnee.. TThhaattaaaa mmaarrkkss aa
stastark rk chachangenge  sinsince ce ththe e bbegieginninning ng ofof
OOccttoobbeerr,, wwhheenn iinnvveessttoorrss ddiidd nnoott
eexxppeecctt tthhee BBooEE aanndd tthhee EECCBB ttoo iimmppllee--
mmeenntt tthheeiirr ffiiffff rrsstt ccuuttss uunnttiill eeaarrllyy 22002255
aannddSSeepptteemmbbeerr22002244,, rreessppeeccttiivveellyy..yyyy

TThhee ttiimmiinngg aanndd ddeepptthh ooff tthhee rreecceess--
ssiioonnss mmaannyy iinnvveessttoorrss eexxppeecctt ttoo bbeeffaaffff llll
EEuurrooppee aanndd tthhee UUKK iinn 22002244 wwiillll ddiicc--
ttaattee wwhheenn tthhee ffiiffff rrsstt rraattee ccuuttss aarrrriivvee,,
aaccccoorrddiinngg ttoo CChhrriiss TTeesscchhmmaacchheerr,,rrrr aa
ffuuffff nndd mmaannaaggeerr aatt LLeeggaall && GGeenneerraall
IInnvvnn eessttmmeennttMMaannaaggaa eemmeenntt..

OOtthheerr ddaattaa rreelleeaasseedd tthhiiss wweeeekk
ppaaiinnttss aa gglloooommyy mmaaccrrooeeccoonnoommiicc ppiicc--
ttuurree.. TThhee eeuurroozzoonnee iiss sseett ttoo ggrrooww

00..66 peperr cceenntt iinn 22002233,, aaccccoorrddiinngg ttoo tthhee
EEuurrooppeeaann CCoommmmiissssiioonn’’ss llaatteesstt ffooffff rree--
ccaassttss,, 00..22 ppeercrceennttaaggee ppooiinnttss lloowweerr
tthhtt aanneexxppeecctteeddiinnSSeepptteemmbbeerr..rrrr

TThhee FFrreenncchh uunneemmppllooyymmeenntt rraattee
hhaass cclliimmbbeedd ttoo iittss hhiigghheesstt lleevveell ffooffff rr ttwwtttt oo
yyeeaarrss,, ttoo 77..777744 ppeerr cceenntt iinn tthhtttt ee tthhtt iirrdd qquuaarr--
tteerr.. BBrriittiisshh rreettaaiill ssaalleess,, mmeeaannwwhhiillee,,
hhaavvaaaa ee ffaaffff lllleenn ttoo tthheeiirr lloowweesstt lleevveell ssiinnccee
FFeebbrruuaarryy 22002211,, pprroommppttiinngg ccoonncceerrnn
aammoonnggaannaallaaaa yyssttss..

IInn mmoorree wweellccoommee nneewwss ffooffff rr tthhee BBooEE,,
UUKK iinnffllffff aattiioonn sslloowweedd mmoorere sshhaarrpplyly
tthhaann eexxppeecctteedd ttoo 44..66 ppeerr cceenntt iinn OOccttoo--
bbeerr f frrffff oomm 6 6..77 p peerr c ceenntt iinn SSeepptteemmbbeerr,,rr
bboooossttiinngg tthhee cchhaanncceess ooff lloowweerr rraatteess
nneexxttyyeeaarr..rrrr

““TThhee cchhaanncceess ooff aa ccuutt ccoommiinngg
ssoooonneerr tthhaann eexxppeecctteedd aarree pprreetttttttt yytttt hhiigghh,,
nnoott jjuusstt bbaasseedd oonn tthhtttt ee wweeaakk [[ccoonnssuummeerr
pprriiccee iinnddeexx]] pprriinntt bbuutt aallssoo tthhee wweeaakk
eeccoonnoommiicc ddaattaa,,”” ssaaiidd TToommaasszz WWiiee--
llaaddeekk,, cchhiieeff EEuurrooppeeaann EEccoonnoommiisstt aattaaaa TT
RRoowwee PPrriiccee.. ““IIff tthhee rreeaall eeccoonnoommyy
ttuurrnnss oouutt iinn--lliinnee wwiitthh wweeaakk ssuurrvveeyy
ddaattaa tthheenn tthhee BBaannkk ooff EEnnggllaanndd wwiillll
pprroobbaabbaa llyyccuutt iinnMMaayyaaaa ..yyyy””

Traders adjust outlook for Europe
Market-implied central bank rate at future meetings (%)

Source: Bloomberg
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Rate expectations Investors see earlier cuts in 
eurozone and UK as stagnation clouds loom

The ECB’s twin towers in 
Frankfurt — Michael Probst/AP
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MICHAEL POOLER — RIO DE JANEIRO 

From a speck on the horizon where sea 
and sky merge, a pilot flame is the first 
thing visible to helicopter passengers 
flying towards one of the newest off-
shore oil platforms transforming Brazil 
into a global energy power.

Anchored 200km from Rio de 
Janeiro, the P-71 floating production 
unit is among more than 30 run by 
national oil company Petrobras over a 
hydrocarbon-rich stretch off the coun-
try’s south-eastern Atlantic coast.

The expanse is known as the “pre-
salt” region because its crude deposits — 
11.5bn proven barrels at the last count — 
lie under a thick crust of sodium chlo-
ride, deep beneath the ocean floor. It 
was home to an oil discovery considered 
the western hemisphere’s most signifi-
cant for 30 years in the first decade of 
this century. 

“There were doubts over whether we 
would be able to develop it,” said José 
Ferreira Junior, manager aboard the 
P-71 vessel in the Itapu field. “The 
expectation was fulfilled and this 
turned a page for Brazil, putting it on the 
world stage as a petroleum producer.”

The South American country’s overall 
output of the commodity grew 4 per 
cent in 2022 to 3mn barrels a day, with 
three-quarters from pre-salt areas, 
ranking it as the planet’s ninth-largest 
oil-producing nation.

Rising output from these vast deep-
water reserves underpins an ambitious 
target by the Brasília government to 
reach fourth place by the end of the dec-
ade with 5.4mn b/d, ahead of the likes of 
Iran, Canada and Kuwait. At the fore-
front of that drive is $99bn-valued 
Petrobras. Latin America’s largest oil 
and gas business is state-controlled but 
with outside shareholders and a stock 
market listing.

While the Rio de Janeiro-based group 
was given priority over the pre-salt 
resources and dominates the activities, 
it operates many fields in consortiums 
with international groups such as Shell, 
TotalEnergies, QatarEnergy, Malaysia’s 
Petronas and China’s Cnooc. “This year 
we will exceed our goals [and] surpass 
what we predicted,” said Joelson Falcão 
Mendes, director of exploration and 
production at Petrobras. “We have sig-
nificant and growing production for the 
coming years.”

First found in 2006 and chiefly 
located in the Santos Basin, the pre-salt 
deposits presented technical challenges. 
At depths of up to 7km beneath the 
water’s surface, including layers of rock 
and 2,000 metres of salt to be drilled 
through, development required colossal 
amounts of capital. The resource is now 
a cash gusher.

Pre-salt production rose from 41,000 
bpd in 2010 to 2.3mn last year, fuelling 
record annual profits of R$188bn 
($38bn) and dividends of R$216bn at 
the company. “For the shareholders — 
controlling and minority — pre-salt 
[operations] mean really good returns 
combined with production growth,” 
said Gabriel Barra, analyst at Citi. “It is 
finally paying off.” 

While net income fell by two-fifths to 
$5.5bn in the third quarter — hit by 
lower oil prices and a weaker dollar, for-
eign exchange effects and higher operat-
ing expenses — Petrobras increased 
total crude volumes by almost 10 per 
cent year on year.

To further boost extraction, it plans to 
launch another 11 platforms in the pre-
salt region by 2027. But with output 

the production is also half the global 
average for a barrel of oil of 18kg/b, he 
added.“By 2050, even in the most con-
servative scenario, we’re still going to 
need around half the oil that we con-
sume today,” Parker said. “You’ll have 
significant Brazilian production 
throughout the 2030s and into the 
2040s, but the question is: what’s next?” 

The answer may be a new offshore 
frontier located in a 2,200km tract of 
deep water along Brazil’s north coast, 
called the Equatorial Margin. Propo-
nents believe it could be Brazil’s next oil 
frontier and draw comparisons with 
neighbouring Guyana, where vast off-
shore reserves are being exploited by 
Exxon. Petrobras has allocated half its 
$6bn exploration budget for the Equato-
rial Margin, which is estimated to con-
tain 10bn recoverable barrels, over the 
next five years. 

The company recently received per-
mission to drill exploratory wells in one 
of the region’s five basins, but it faces 
obstacles to the section regarded as the 
main prize, located off the mouth of the 
Amazon river.

Beyond oil, the company believes its 
experience on the high seas equips it to 
become Brazil’s leading developer of off-
shore wind. In line with Lula’s campaign 
manifesto, Petrobras is also pursuing a 
strategy of diversification outside its 
core of oil and gas, with greater invest-
ments in areas such as refining, biofuels 
and petrochemicals. Analysts warn this 
could result in lower financial returns. 

Another concern for minority share-
holders is the spectre of political inter-
ference in the business — a hallmark of 
past PT administrations, under which 
Petrobras was embroiled in a sprawling 
corruption scandal, lost tens of billions 
of dollars subsidising fuel and racked up 
massive debts. 

Barra at Citi added that it was difficult 
to assess the longer-term scenario for 
Petrobras because of frequent changes 
at the top, with chief executives chosen 
by the government of the day. “We’ve 
had a new CEO every one-and-a-half 
years on average,” he said. 

Petrobras puts Brazil on the world energy stage
State-controlled oil producer’s rising output from vast offshore reserves brings rich returns for investors and the government

Sources: Revista USP, modified from Papaterra, 2010; Rystad Energy

By 2030, Brazil is set to be the fifth-largest crude producer and
Petrobras the third-biggest oil-producing business
Production (mn bbl per day)

Brazil’s pre-salt offshore fields
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AND JOSH NOBLE  — LONDON

The PGA Tour and the Saudi sovereign 
wealth fund are struggling to resolve 
differences over an investment tie-up 
originally announced in June, with 
negotiations set to drag into next year.

The so-called framework agreement 
unveiled in June between the PGA Tour 
and the Public Investment Fund, which 
owns LIV, set a deadline of year-end for 
reaching a deal to unite golf under a sin-
gle commercial entity. 

But the December 31 deadline was 
increasingly unlikely to be met and the 
talks extended due to several hurdles, 
according to people familiar with the 
matter. Three of the people said one 
possible outcome was a broader deal 
involving other investors coming in 
alongside PIF. Another conceded that 
“things have been moving very slowly”.

Big sticking points in the negotiations 
include how to compensate PGA Tour 
players who stayed loyal and turned 
down bumper pay deals from LIV, and 
reluctance among PGA Tour players to 
participate in LIV-style team golf. 

The PGA Tour and LIV had been 

locked in litigation until calling the sur-
prise truce, diffusing tensions after doz-
ens of golfers accepted huge pay deals to 
leave the PGA Tour and join LIV, a rebel 
tour backed by $2bn from the PIF.

Last week, commissioner Jay Mona-
han said in a memo to players that the 
leaders of the PGA Tour “remain 
focused” on reaching a definitive agree-
ment with PIF, and that progress had 
been “deliberate due to the complex 
nature of the process”.

The original framework agreement 
was settled when the PGA Tour policy 
board was largely made up of people 

from its commercial operations, but 
now players — including Tiger Woods — 
have voting control after a shake-up in 
August. Last week, Northern Irish golfer 
Rory McIlroy said he was stepping down 
from the policy board. 

The PGA Tour has also held talks with 
several potential US investors, including 
Fenway Sports Group, owner of Liver-
pool FC and the Boston Red Sox; Liberty 
Media, which controls Formula One rac-
ing; and a group of wealthy individuals 
dubbed the Friends of Golf, which 
includes KKR co-founders Henry 
Kravis and George Roberts.

Raine Group, the merchant bank, is 
advising the PGA Tour players. It is 
unclear whether outside investors 
would participate alongside the PIF or 
separately.

Monahan said in his memo that after 
receiving a number of “unsolicited” pro-
posals from other investors, the tour 
plans to continue talks with a narrowed 
down list of parties. “This is an impor-
tant part of the process, allowing us to 
focus on the most attractive bids and the 
long-term value creation for you and the 
tour,” he told players. The PIF and the 
PGA Tour declined to comment. 

Sport

Saudi tie-up talks with PGA Tour set to drag on

Golfer Rory McIlroy stepped down 
from the policy board last week

COMPANIES & MARKETS

The P-71 floating production, storage and offloading unit, anchored  200km off Rio de Janeiro in the Itapu field, in the Santos Basin pre-salt area

alternatives, fossil fuels remain a pillar 
of national policy. “We don’t see any 
type of contradiction,” said Mendes. “As 
an integrated energy company, we can 
use what we [generate] in oil and gas 
production to invest in renewable 
energy,” he added. 

Petrobras has pledged more of its cap-
ital expenditure budget to low-carbon 
projects since Lula returned to power. 
But campaigners argue that it should 
pivot away from polluting activities 
more quickly. Enrico Marone at Green-
peace rails against the company’s policy, 
saying: “It makes no sense to keep bet-
ting on fossil fuel sources when the 
world is looking for urgent reductions in 
greenhouse gas emissions.”

Petrobras counters that pre-salt oil is 
cheaper and cleaner than other sources, 
and therefore an ideal supply as socie-
ties remain dependent on hydrocarbons 
during the energy transition. 

Pre-salt wells offer huge economies of 
scale that bring down unit costs, say 
analysts. The sheer size of operations is 
shown by the P-71: a floating produc-
tion, storage and offloading unit, or 
FPSO, which looks like a massive ship. 

Pre-salt oil costs roughly $35/barrel to 
produce, according to Schreiner Parker 
at consultancy Rystad Energy, well 
below current international benchmark 
prices of about $90. The CO₂ emitted in 

from the fields expected to peak by 2029 
and then start falling, there are ques-
tions over the future strategic steps for 
both the company and country. 

The pressure to secure reserves of 
hydrocarbons — the chief components 
of petroleum and natural gas — has been 
underscored by recent blockbuster 
takeover deals by US oil industry super-
majors ExxonMobil and Chevron.

Yet as the world seeks to avert cata-
strophic climate change, the very 

soundness of Brazil’s continued wager 
on oil and gas has been challenged. 

Critics say it exposes a contradiction 
within the green agenda of President 
Luiz Inácio Lula da Silva, who has prom-
ised greater ecological protections and 
sustainable development. 

The pre-salt riches were discovered 
during the left winger’s first stint in 
office and his Workers’ party, or PT, con-
siders it one of his legacies. 

Although the Lula administration and 
Petrobras have pledged to back cleaner 

‘For shareholders, pre-salt 
[operations] mean really 
good returns combined 
with production growth’
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What will the Fed minutes say about 
the path for US interest rates?
Investors will be watching the release 
tomorrow of the Federal Reserve’s min-
utes from its November meeting 
because they should offer insight into 
the deliberations officials have had 
about whether the US central bank 
should raise interest rates again this 
year. 

The Fed at its meeting in November 
chose to continue to hold rates at a range 
of 5.25-5.5 per cent after last increasing 
them in July. This was the second meet-
ing in a row at which the Federal Open 
Market Committee opted to not 
increase rates, as officials watch infla-
tion data for signs that monetary policy 
is sufficiently tight. 

Chair Jay Powell said in his press con-
ference after the meeting that good eco-
nomic data — such as recent evidence of 
strength in the labour market, and 
robust consumer spending — may mean 
the Fed will have to act further to meet 
its 2 per cent inflation target. But since 
then, the US reported that headline 
inflation rose less than expected in 
October to 3.2 per cent. Tomorrow’s 
data is also lower than the 3.7 per cent 
rise in September and the first decline in 
four months. 

The inflation data has cemented 
expectations among traders that the 
Fed has finished raising interest rates. In 
recent days, traders in the futures mar-
ket have even pulled forward expecta-
tions of interest rate cuts to May 2024. 
Kate Duguid 

How much will Europe’s business 
climate rebound?
Investors will be watching for any nas-
cent signs of a rebound in Europe’s stag-
nant economy on Thursday when the 
latest survey of purchasing managers is 
published. 

The report is expected to show a slight 
improvement in the business climate 
this month, which could indicate that 
conditions have started to bottom out, 
even if it seems certain to signal that 
activity is still contracting.

Economists polled by Reuters expect 
S&P Global’s composite eurozone pur-
chasing managers’ index to rise to 47, up 
from 46.5 the previous month. While 
mildly encouraging, such a reading will 
still be well below the key 50 mark that 
separates growth from contraction.

The results were “likely to reflect a 
moderate improvement in both manu-
facturing and services from current low 

levels”, Andreas Rees, an economist at 
Italian bank UniCredit, said in a note to 
clients. “The manufacturing index may 
have bottomed out as the pace of order 
contraction has slowed.”

Last month’s PMI survey pointed to 
an easing of price pressures and inves-
tors will be looking for more evidence 
that eurozone inflation will continue to 
decline after it fell to more than a two-
year low of 2.9 per cent in October.

Lower inflation, combined with con-
tinued strong wage growth, is a key rea-
son why the European Commission, the 
EU’s executive arm, expects robust con-
sumer spending to deliver a return to 
growth in the eurozone from the fourth 
quarter of this year. Martin Arnold

Will UK public finances data give the   
chancellor wriggle room?
Investors’ attention will be focused on 
the UK public finances this week with 
October’s data published just one day 

ahead of the Autumn Statement, in 
which Jeremy Hunt, chancellor, will 
announce measures aimed at revitalis-
ing a struggling economy.

Economists polled by Reuters expect 
public sector borrowing, published 
tomorrow, to come in at £13.7bn in Octo-
ber, much lower than the £20.3bn fore-
cast in March by the Office for Budget 
Responsibility, the UK fiscal watchdog.

This would mean more wriggle room 
for the chancellor than that accumu-
lated in the financial year so far. 
Between April and September borrow-
ing was £81.7bn, compared with a fore-
cast of £101.5bn by the OBR, a differ-
ence largely explained by additional 
revenue on the back of high inflation. 
This has raised expectations that the 
chancellor will cut taxes on Wednesday 
ahead of the election next year.

But the OBR, which publishes 
updated forecasts on Wednesday along-
side the Autumn Statement, is expected 

to downgrade its economic outlook. Its 
optimistic March forecast of 1.8 per cent 
expansion in 2024 and 2.5 per cent in 
2025 is likely to be slashed to something 
more in line with the no growth pre-
dicted by the Bank of England for the 
next two years. 

Higher interest rates will also add to 
predicted debt servicing costs.

Ellie Henderson, economist at wealth 
manager Investec, said: “Chancellor 
Hunt may have some headroom to play 
with now, but as the economy deterio-
rates — we expect the economy to be in a 
recession over this winter — it is 
unlikely to be there for long.”

A reminder of the difficult UK eco-
nomic situation will come from the S&P 
purchasing managers’ indices, a meas-
ure of business activity published on 
Thursday. This is expected to show that 
activity contracted for the fourth con-
secutive month in November. 
Valentina Romei 

Market questions. Week ahead

 Investors hope for insights from Fed’s deliberations

Price pressures: 
a shopper at a 
supermarket in 
Strasbourg, 
France. 
Investors will be 
looking for more 
evidence that 
eurozone 
inflation will 
continue to fall
Benjamin Girette/Bloomberg

TAYLOR NICOLE ROGERS — NEW YORK

A barrage of legal challenges to the fees 
charged in US home sales has cast doubt 
over the future earnings of a 1.6mn-
strong profession known for offering 
flexible and high-paying careers, partic-
ularly to women. 

A federal jury in Missouri sided with a 
group of home sellers in Missouri, Kan-
sas and Illinois last month, finding the 
largest US real estate brokerages liable 
for nearly $1.8bn in damages for con-
spiring to keep commissions high.

Home buyers and sellers in other 
states have filed four additional class-
action complaints challenging realtors’ 
fees in the past two weeks. With the 
Department of Justice reportedly con-
sidering antitrust action, industry lead-
ers say the decades-old commission 
model is over.

Outlawing the commission structure 

on which realtors rely could threaten 
the jobs of as many as 80 per cent of the 
country’s real estate brokers, according 
to one analysis by Keefe, Bruyette & 
Woods, an investment bank.

The $100bn that Americans pay real 
estate agents in commissions each year 
could shrink 30 per cent, KBW’s ana-
lysts estimated.

That could endanger a popular and 
high-paying career path for US women. 
The female-dominated industry does 
not require college degrees and offers 
flexible schedules. Most agents worked 
only 30 hours per week last year, 
according to that National Association 
of Realtors. “In our surveys, it is the job 
the people without college degrees are 
most likely to say is their dream job,” 
said Julia Pollak, chief economist for the 
jobs site ZipRecruiter.

Agents say they expect the estimated 
third of realtors who work part time and 
those with the least experience to see 
the biggest cuts to their incomes. Agents 
specialising in luxury properties and 
working in cities with a diverse array of 
property types, from condos to co-
operatives, should be least affected. “I 

do think some people are going to have 
to leave the industry,” said Mary Lou 
Wertz, founding partner of Maison Real 
Estate in Charleston, South Carolina. 

Unlike in the UK and much of Europe, 
US home buyers typically hire realtors 
to represent them through the transac-
tion. The seller pays 5-6 per cent of the 
sale price to their broker, who typically 
splits the commission evenly with the 
buyer’s agent. 

At the median selling price for US 
homes of $431,000 in the third quarter, 
the typical commission would be about 
$26,000.

If the seller refuses to pay, their home 
will not be posted to the Multiple Listing 
Service, which buyers’ agents use to find 
homes for their clients and which pow-
ers listings sites including Zillow. 

Plaintiffs in the Missouri case said 
these restrictions made it almost impos-
sible to sell a home without paying a 
realtor. 

The challenges to the decades-old sys-
tem of co-operative commissions comes 
as agents are struggling with an influx of 
new realtors and slowing home sales. 

Existing home sales dropped 15 per 

cent year on year to 3.9mn in Septem-
ber, their lowest level since 2011. Aver-
age rates for 30-year fixed mortgages 
briefly hit 23-year highs in October, 
making homeowners hesitant to sell 
and pricing buyers out of the market.

Nina Hatvany, a Compass agent in San 
Francisco, said her team’s sales were 
down 40 per cent from this time last 
year. Now, she said, she expected

headlines about the Missouri lawsuit to 
prompt more buyers to try to negotiate 
down her standard rate. 

Consumer advocates see the legal 
backlash as a long-awaited reckoning 
that could improve affordability in a 
tough market. 

Stephen Brobeck, a senior fellow at 
the Consumer Federation of America, 
said clients often received too little serv-
ice to justify tens of thousands of dollars 
in fees. “The industry has essentially 
been rebuffed by the American people,” 
he said. 

Real estate was one of the few indus-
tries where intermediation costs had 
not fallen in the internet age, said 
ZipRecruiter’s Pollak. Real estate agents 
could now go the way of travel agents, 
she predicted: the few flight bookers 
who remain now largely specialise in co-
ordinating the most complex trips.

“These days, with all of these online 
tools, it’s not that clear that you actually 
need all of this hand-holding or that it 
should cost that much,” she said. 

Agents say they provide valuable 
services including advice on mortgages, 
appraisals and home inspections.

Forcing buyers to pay for representation 
upfront could also disadvantage first-
time buyers and those from marginal-
ised communities in an already compet-
itive market, they argue. Alternatively, 
buyers might go without agents or 
choose to pay them by the hour for à la 
carte services.

As the class-action suits work their 
way through the courts, realtors said 
brokerages were mired in confusion. 
Agents were asking, “What does this 
mean and how will we show our value?” 
said Jen Davis, a Missouri-based Keller 
Williams agent who coaches realtors. 

For Laura Ellis, chief strategy officer 
of independent brokerage Baird & 
Warner, who said she was already suf-
fering “whiplash” from the property 
market’s swings since 2020, there could 
be advantages in driving out inexperi-
enced, part-time agents who had dam-
aged the field’s reputation. 

“There will be a lot of job loss, and I 
actually think that’s really good for our 
industry,” she said. 

“Seismic change is coming to our 
industry,” Ellis added. “The writing is on 
the wall.” 

Property. Home sales

US realtors face a reckoning as lawsuits challenge commission model
Brokers fear job losses and 

the end of a fees structure 

that brings in $100bn a year

‘Chancellor 
Hunt may 
have some 
headroom 
to play with 
now, but 
as the 
economy 
deteriorates 
it is unlikely 
to be there 
for long’

Consumer groups say the backlash 
could make homes more affordable

IAN SMITH  

The finance chief of Italy’s biggest 
insurer has expressed concerns about 
potentially conflicting interests when 
life insurance companies are owned by 
private equity funds, as anxiety grows 
about the consequences of a shift of 
ownership in the sector.

Policymakers and regulators have 
started paying more attention to the 
particular risks presented by the flood 
of PE investment in life insurance. 

The IMF has highlighted risks such as 
a higher proportion of illiquid assets, 
and the risk of “contagion” to the wider 
financial sector, the Financial Times 
reported this month. Almost 10 per cent 
— $850bn — of US life insurance indus-
try assets were owned or managed by 
private equity firms by the end of 2021, 
the IMF said.

“My view is, for sure, on the private 
equity fund owning [a life insurer], 
there is not a perfect alignment of inter-
ests,” said Cristiano Borean, chief finan-
cial officer at Generali.

He made a distinction between pri-
vate capital groups that buy insurance 
companies as a long-term balance sheet 
investment, and situations where the 
insurer is owned through a private 
equity fund with a shorter time horizon.

An insurance company “needs to 
have the longer-term alignment”, 
Borean said, adding that each situation 
needs to be viewed on a “case-by-case 
basis”.

The IMF’s paper highlighted the case 
of Eurovita, a small Italian life insurer 
that was taken into special administra-
tion this year as higher interest rates on 
other savings products encouraged cus-
tomers to cash in, or “lapse”, their insur-
ance policies, just as the assets backing 
them had slumped in value.

The regulator stepped in after it 
emerged that Eurovita’s controlling 
shareholder — a fund operated by Brit-
ish private equity firm Cinven — was not 
going to provide the level of capital 
injection requested by the regulator. 
The news of Eurovita’s problems 
encouraged more customers to cash in, 
according to the Bank of Italy. Cinven 
declined to comment.

The Eurovita collapse fed concerns 
that customers of other groups might be 
tempted to cash in insurance policies, 
creating the potential for what analysts 
have called a “mass lapse” event.

Generali has experienced increased 
lapses in Italy and France, mostly in pol-
icies sold via banks. But Borean said that 
Generali’s lapses in Italy began “trend-
ing down” after it was announced in June 
that the insurer, along with four others 
including Germany’s Allianz, had struck 
a rescue deal to create a company to 
house Eurovita’s life insurance policies.

A trading update on Friday showed 
Generali suffered a net outflow of 
€8.7bn from savings products over the 
first nine months of the year. That was 
mostly offset by inflows into other areas, 
such as unit-linked savings products, 
leaving a €1.1bn net outflow from the 
life division.

Insurance

Private equity 
owners a risk 
to life groups, 
says Generali 

‘On the private equity fund 
owning [a life insurer], 
there is not a perfect 
alignment of interests’

those roles, though some shuffling of 
positions was expected, one person 
familiar with the plans said.

Individuals in jobs that have been 
eliminated, or who have not been 
assigned a role at their current level of 
management, will be given a transition 
period in which they can apply for
other positions at Citi. At the end of
that period, the bank will provide 
employees who have not been 
appointed to new roles with details of 
their severance packages.  

Citi declined to comment. 
Citi staff say they have been given 

very little information beyond a town-
hall meeting Fraser led soon after 
announcing the restructuring. Many 

employees have said they welcome the 
changes, though some are frustrated 
with the pace and the fact that the bank 
has yet to announce a cost reduction 
goal or how many jobs will be cut.

Fraser has emphasised that the 
restructuring is about improving the 
operations and efficiency of the bank, 
which many say has long been plagued 
by its “matrix” structure, and not 
purely about cost-cutting. 

Citi is hoping that the restructuring 
will revive its stock, which has been
the sector’s worst performer, and 
improve lagging returns. Its return on 
equity rose slightly in its most recent 
quarter to nearly 8 per cent, but lags 
behind most rivals. 

STEPHEN GANDEL — NEW YORK

Citigroup plans to announce today the 
first big round of job cuts in a sweeping 
restructuring — the bank’s biggest 
revamp in nearly two decades — that 
will eventually result in thousands of 
positions being eliminated.

The restructuring, codenamed 
Project Bora Bora, was in its early stages, 
people close to the plans said. 

Citi, which is doing a top-down review 
of its organisational structure, has only 

worked through about 1 per cent of the 
positions at the bank, or about 2,400 
jobs out of a total of 240,000. It is not 
clear how many positions will be cut in 
this round. 

Last month Citi said the previous two 
rounds of job reviews, which only 
affected roughly 200 positions, resulted 
in a 15 per cent reduction of roles and 
eliminated 60 operating committees. 

Chief executive Jane Fraser, who 
unveiled the restructuring in Septem-
ber, had previously told staff that the 
bank expected to be finished with the 
restructuring and resulting job cuts by 
the end of March 2024. 

Fraser named her direct reports at the 
time of the initial announcement, and 

those executives have previously 
announced the hundred or so people 
who will run the bank’s various lines of 
business.

The heads of those units are today 

expected to tell their staff in Citi’s New 
York headquarters and elsewhere who 
will fill the next layers of leadership. 

Many of the people being assigned 
jobs in this round would already be in 

Financials

Citi looks to unveil big round of job cuts
Project Bora Bora revamp
is bank’s most sweeping
in nearly two decades

COMPANIES & MARKETS

The restructuring is about 
improving operations and 
efficiency at the business, 
according to boss Fraser
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cally flexible way. We’re trying to invest 
right across the creative sector, across a 
wide range of entertainment sectors, in 
high-growth companies.”

He added that the traditional TV and 
film industry was already consolidated 
into relatively few larger companies, 
and also faced challenges in moving to a 
digitally distributed future, making 
some deals potentially less attractive. 

Several areas would be in focus for 
investment, he said, including further 
deals in the “creator” economy where 
individuals made content for platforms 
such as YouTube. 

Access already owns a stake in 
Spotter, the YouTube platform that 
backs creators such as MrBeast, which is 
now a “unicorn” worth more than a bil-
lion dollars.

Access is also seeking to invest more 
in South Korea as a centre for film 
and TV. “There’s probably no other non-
English language country, which has 
had so much success across music, film, 
television and technology,” Cohen said.

The group owns a stake in Tripledot, a 
mobile gaming group, and has taken a 
shareholding in Portal One, a Scandina-

vian games company combining gam-
ing and TV.

Access has also just invested further 
into A24, a film production house 
behind the hit film Everything Every-
where All at Once, with plans to back new 
films as well as a make-up brand spin-
off.

While at the BBC and Channel 4, 
Cohen oversaw production of shows 
such as Doctor Who and Strictly Come 
Dancing, and commissioned pro-
grammes such as Skins, The Inbetween-
ers, Call The Midwife and Happy Valley.

Blavatnik, a British-American busi-
nessman who made his money in the 
privatisation of Russian aluminium and 
oil assets, acquired Britain’s third oldest 
theatre, the Theatre Royal Haymarket, 
in 2018.

He has since invested in dozens of 
productions in the West End and Broad-
way, including School of Rock and Hamil-
ton, and will open a production of The 
Picture of Dorian Gray next year at the 
Haymarket theatre with Sarah Snook 
playing all roles.

Access wanted “to add more theatres 
on the West End and Broadway”, Cohen 

said, but “they don’t come up very 
often”. Post-pandemic, the Theatre 
Royal has returned quickly to profitabil-
ity. “We’ve made money and been pay-
ing dividends.”

Blavatnik has also branched out into 
the arts with an investment in a digital 
gallery in King’s Cross that shows large-
scale “immersive” art — for example, a 
David Hockney exhibition and a Tom 
Hanks show, both featuring the artists’ 
voices as well as their pictures. This dig-
ital art show is now being taken to other 
countries. “It’s an authored experience, 
rather than just putting the pictures on 
the wall,” Cohen said.

Blavatnik separately owns DAZN, the 
sport streaming service. Access owns 
one of the two commercial broadcasters 
in Israel, which Cohen said was “chal-
lenging” at present given there was “vir-
tually no advertising revenue”. 

Cohen, who has been vocal on his con-
cerns about the rise of antisemitism in 
the UK and other parts of the world after 
the start of the Israel-Hamas war, said: 
“They’re basically showing news 24/7 
and we’re just doing what we can to sup-
port the team.”

Media. Spending spree

Blavatnik plans to access all areas of entertainment

DANIEL THOMAS

Sir Leonard Blavatnik is planning to 
invest hundreds of millions of pounds in 
buying up media businesses and pro-
ducing new TV, films and theatre, 
according to the boss of the Ukraine-
born billionaire’s entertainment empire.

Danny Cohen, the former director of 
the BBC’s TV output, said the group 
would also consider larger acquisitions 
in Hollywood, pointing to the 2011 take-
over of Warner Music for $3.3bn as a 
template for his ambitions. The music 
business, which is partly listed, is now 
worth more than $16bn.

“We’ll spend a few hundred million if 
we can find the right things. I’ve got to 
keep coming to him with things that he 
really likes and that are going to do well 
and make money,” he added. “[Blavat-
nik] has a real love of the arts and the 
entertainment industry.”

Cohen joined Blavatnik to run Access 
Entertainment, part of the billionaire’s 
Access Industries, in 2016, and has since 
built up a portfolio of investments 
across TV, film, gaming, art, theatre and 
social media. 

“The thing Len says a lot is do big 
things,” Cohen said. “He likes scale. He 
wants us to do those things. The working 
model is . . . Warner Music: buying 
something huge at the right time at the 
right price. Len certainly has got the 
appetite.”

He said the group would also look at 
more traditional Hollywood studio 
businesses, with some struggling under 
heavy debt burdens and needing to 
focus on driving returns. 

Shares in Warner Bros Discovery 
slumped earlier this month after the 
entertainment group warned that it was 
“unlikely” to meet its goals for paying 
off debt, against the backdrop of rising 
interest rates. Analysts have also 
warned over high debts and tough trad-
ing conditions at Paramount.

Cohen said they had looked before at 
studio businesses but the prices being 
asked were too high. Blavatnik was 
linked with a bid for Metro-Goldwyn-
Mayer in 2010.

Cohen said that it was not possible to 
say exactly how much the group was 
aiming to spend because it depended on 
what assets came for sale.

 “Len doesn’t give you a pot and says 
spend this. He thinks in a very strategi-

Billionaire ready  to invest 

hundreds of millions of pounds 

in television, film and theatre 

Centre stage: 
Danny Cohen, 
boss of Sir 
Leonard 
Blavatnik’s 
entertainment 
empire, says the 
group will spend 
‘a few hundred 
million’ if it can 
identify the 
right media 
businesses to 
buy — Charlie Bibby/FT

‘The thing 
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things. The 
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Music: 
buying 
something 
huge at the 
right time’

ket and allows for salaried partners [to 
join] the partnership in a way that 
allows them to grow in the role, at the 
same time [as] being rewarded by the 
firm’s success and starting on a path to 
becoming an equity partner.”

Salaried partnerships also in effect 
prolong the path to equity partner by 
increasing the number of promotions 
needed to reach that position. Not all sal-
aried partners become equity partners. 

Since 2018, KPMG has been hit with 
16 sanctions by either the accounting 
watchdog or industry tribunals. The 
total penalties and costs levied against 
the firm during that time amount to 
more than £95mn. 

UK COMPANIES

SIMON FOY 

KPMG has cut its UK partnership to less 
than half the size of rival PwC’s, after 
shrinking its top rank for a fourth 
straight year against a backdrop of regu-
latory fines. 

The number of equity partners at the 
Big Four firm, who own the business and 
share its profits, fell 7 per cent in the 
year to October to 467 after it failed to 
elevate any staff to its partnership in its 

latest promotion round. The drop 
pushed the firm’s UK partnership num-
bers to their lowest level in more than 
20 years, giving a bigger proportion of 
profits to those who remain. 

The figures highlight how KPMG’s 
strategy and fortunes have diverged 
from the other Big Four firms — PwC, EY 
and Deloitte — in recent years, after it 
was hit by a series of scandals and fines, 
including a record £21mn penalty for 
failures in its auditing of collapsed out-
sourcer Carillion. It is the first time 
KPMG’s partnership has fallen to less 
than 500 members since firms began 
disclosing these figures in 2002. 

PwC has 1,057 equity partners, while 

EY and Deloitte have 930 and 714 
respectively, after expanding their part-
nerships in the past year.

Jon Holt, KPMG UK’s chief executive, 
is seeking to repair the firm’s reputation 
and boost profits, which have lagged 
behind rivals. KPMG, which is the small-
est of the Big Four, with about 16,000 
staff, has long trailed its competitors on 
average partner pay. In the year to Sep-
tember 2022, partners were paid an 
average of £757,000, the highest since 
the financial crisis. 

However, this still fell short of 
Deloitte, PwC and EY, which paid an 
average of £1.06mn, £1.02mn and 
£803,000, respectively, during their 

equivalent financial years, despite hav-
ing larger partnerships. 

While the size of its partnership has 
shrunk, KPMG has made dozens of pro-
motions to the rank of “salaried part-
ner”, a job it introduced in 2021 that is 
not entitled to profit-sharing. It now has 
359 salaried partners. 

The salaried partner role has also 
been brought in at EY and Deloitte. 

Chris Hearld, chief operating and 
financial officer of KPMG UK, said sala-
ried partners at the firm had bonus 
arrangements “linked directly” to the 
size of the partner profit pool. 

He added: “Having both of these roles 
is an approach common across the mar-

Financial services

KPMG shrinks partnership in wake of fines
Firm’s UK unit chooses 
not to elevate any staff in 
latest promotion round

DANIEL THOMAS

A global entertainment company 
co-owned by actor James Corden has 
submitted plans for one of Britain’s 
largest film studios, just days after 
work on film and TV productions 
restarted in the US and the UK follow-
ing Hollywood strikes.

FulwellCain has teamed up with Sun-
derland City Council in an attempt to 
gain approval for the £450mn film 
studio on the banks of the river Wear. 

The studio would be a major boost for 
the creative industries in the north of 
England. The UK is the biggest producer 
of TV and films outside Hollywood, 
claim studio executives, but companies 
such as Amazon have warned studio 
space in the UK is “close to capacity”.

In a submission to an inquiry by par-
liament’s   Culture, Media and Sport 
committee into British film and TV pub-
lished last week, Amazon said the gov-
ernment needed to simplify planning 
laws to allow the construction of more 
studio space.

Ministers have made the growth of TV 
and film production a priority area for 
economic growth, but industry execu-
tives have said more studio space was 
needed to make this happen. 

FulwellCain wants to build a new stu-
dio complex in Sunderland that will 
include 20 sound stages covering more 
than 1.6mn sq ft and create 8,500 jobs in 
the area. Production company Fulwell 
73 has teamed up with real estate group 

Cain International for the project. Leo 
Pearlman, managing partner of Fulwell 
73, said more than 20 major produc-
tions were being held up because of the 
lack of studio space.

The application submitted to the local 
authority’s planning committee sets out 
detailed plans for phase 1 of the studios, 
with two further phases also submitted 
for outline consent.

Pearlman said production was mov-
ing to other countries and cities — such 
as Budapest — because of the lack of 
investment in studios in the UK regions.

“London and the south-east is packed 
to the rafters. They have a production 
list as long as your arm. The north-east 
has an abundance of incredible loca-
tions but no studios or infrastructure.”

After the end of the strikes, Holly-
wood executives were now “scram-
bling” to secure space, he added. “We’ll 
feel the positive pressure.”

The production company behind TV 
series such as The Late Late Show with 
James Corden and The Kardashians is 
owned by Corden, Ben Winston, Pearl-
man, Ben Turner and Gabe Turner.

The developers are also seeking finan-
cial backing from the government. 
Executives behind Crown Works — 
named after the former shipyard that 
once stood on the site — compare the 
potential impact to Nissan’s investment 
in Sunderland in the 1980s.

More space is also being developed 
at other studios. In its submission to 
the committee, Warner Bros Discovery 
said the UK was the company’s largest 
base outside the US.

Media
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abundance of incredible 
locations but no studios 
or infrastructure’
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I magine you are in your early 
twenties and you head off to your 
work Christmas party only to end 
up being hung upside down from a 
crane, topless. Then imagine that 

your boss joins in the fun and slaps you 
on your bare chest, repeatedly.

A young man named Ilyas Elkharraz 
says this happened to him when he was 
an apprentice carpenter at a glass 
installation company in the Australian 
city of Melbourne in 2020. When a TV 
show broadcast a video of the incident, 
it made headlines across the world. 

Last week, his then boss, Steven 
Yousif, pleaded guilty in court to failing 
to provide a safe workplace, after a 
regulator charged him with “repeated, 
unreasonable bullying behaviour”.

My first job was in Melbourne and I 
had some dubious bosses when I was 
close to Elkharraz’s age. I still 
remember jamming a guitar up against 
my cabin door handle on a Queensland 
fishing boat after another female crew 
member advised that such a barricade 
would be useful to keep out the 
captain, which it did. But if anything 
like that crane incident was happening 
I don’t recall ever hearing of it, which 
raises two questions: how common 
are bad bosses and how do they get 

away with being so dire for so long?
The prevalence of the bad boss 

depends on how the problem is 
measured. More than two-thirds of 
American workers say they have dealt 
with a toxic boss and 31 per cent 
believe they currently work under one, 
a Harris Poll report showed last month.

Those findings were based on 1,233 
employees being asked if their 
supervisor displayed behaviour such as 
micromanagement, favouritism, 
unreasonable expectations and 
unprofessional behaviour.

But academics who studied 28,000 
European workers came up with a 
different finding in 2018 using a more 
elaborate scoring method that assessed 
things like how much praise or help 
supervisors gave. They estimated 13 
per cent of employees had a bad boss, 
and the problem was worst in the 
transport sector. But white-collar 
workers are by no means immune.

Take Ray Dalio, the billionaire 
founder of Bridgewater Associates, the 
world’s largest hedge fund. 

It’s long been known that Dalio, who 
has stepped back from daily 
management, ran his firm in a highly 
unconventional way. Employee 
meetings were recorded and staff were 
expected to hold each other to account 
by following a forbidding set of rules 
called “The Principles” and a culture of 
“radical transparency”.

Dalio’s system fascinated leadership 
and management experts, including his 
idea that no-one had the right to hold a 
critical opinion at work without 
speaking up about it. 

“It’s pretty extreme, but it’s 
provocative and I love that,” said 
Harvard Business School professor 
Amy Edmondson. Other Ivy League 
professors wrote approvingly of Dalio 
in their books.

But a new book called The Fund, by 
journalist Rob Copeland, casts a hellish 
light on Dalio’s reign at Bridgewater. 
Tales of breakdowns, tears and 
surveillance litter its pages. 

“You’re a dumb shit,” Dalio 
reportedly told one woman in a group 
meeting that had been called to discuss 
why she was behind schedule on a 

“ The problem was 
worst in the transport 
sector. But white-collar 
workers are by no means 
immune ”

The tyranny of 
the bad boss is 
inescapable 

ACROSS

1  Manager contracted by Switzerland’s 
engineering firm (5)
4  Brief observed after leader in Scotland 
showed respect formally (9)
9  Diff icult to bear duck in a stew, but not 
heart (7)
10  Stint carrying Jack half-cut up snow-
covered track (3,4)
11  Team rush around? Sum up business 
benefit (5,8)
14  Bird beginning to leave small stream (4)
15  Patriot regularly backed by politicians 
making speeches (9)
18  Knowledge of areas circulating with news 
(9)
19  Unsettled about holding exercise class (4)
21  Pit-worker beyond angry recalled 
dismissal he questions (5-8)
24  Some characters involved with artiste, 
phenomenal man (7)
26  Guided around old reservation, almost 
spotted camouflaged beast (7)
27  Names of three chaps removed from play 
(9)
28  Intimate time back in off ice admitted by 
former prime minister (5)

DOWN

1  Sounds of disapproval when intoxicating 
liquor’s picked up (4)
2  Unfortunately, peat’s too wet for tropical 
plant (5,6)
3  Marsupial overturned in grass brings us 
cheer (6)
4  Odd bits of crabs I’m hesitant to put in fish 
dish (9)
5  Our leader casually cycled from the 
Emerald Isle (5)
6  Start introducing enchanting lady to lad 
(6,2)
7  Reported one that’s fleeced crossword 
solver (3)
8  Acting as decision maker resolved dispute 
in golf (10)
12  A French worker pinching this setter’s 
alcohol is petty (11)
13  Minor route leading to sheds for sows (10)
16  Gathered fool ran after me going north (9)
17  That woman’s atop church, the Spanish 
stargazer (8)
20  Snitch exposed ring, supporting spy boss 
(6)
22  10-0 upset that makes little contribution 
to atmosphere (5)
23  Editor grumpy scratching bottom that’s 
irritable (4)
25  Death from top falling in cave (3)
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Age is but a number
In search of the chief executive 
who never grows old
Z WORK & CAREERS

Pilita Clark
Business Life

project. Copeland writes that she ran 
from the room sobbing. A recording of 
the meeting was later shared with 
other staff. I’m told “dumb shit” is a 
term commonly used at the firm, and 
by Dalio about himself, to mean a 
person who doesn’t know as much as 
they need to know. But still.

A man hired to be CEO became ill, 
sleepless and “pallid, often non-verbal, 
broken” due to radical candour. He 
quit after less than six months. 

The page I cannot unsee reproduces 
a C-word-laced verse Dalio chanted at a 
work do in front of mostly female 
employees. But perhaps most shocking 
of all, the fund also allegedly rigged a 
system that ranked employees to keep 
Dalio on top. That’s just a taste of the 
cultish atmosphere Copeland invokes 
in the book, which Dalio has dismissed 
as “sensational and inaccurate”.

If even a tenth of it is true though, 
Dalio was clearly a worrying leader. Yet 
on he went, as so many do. Being a 
billionaire founder helped, and at least 
his staff were handsomely paid. But 
Copeland’s book is a reminder that the 
most extraordinary workplace horrors 
can happen in any type of company. 

pilita.clark@ft.com
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US pollsters alter methods
% changing how they conduct surveys 
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Enjoying this app? Would you 
recommend us to a friend? In your own 
words, how satisfied are you with our 
service? Data gatherers subject 
consumers, employees and voters to a 
constant barrage of questions. This 
suggests it is easy to carry out surveys. 

But continuous quizzing causes 
fatigue. Privacy concerns make people 
cautious about answering detailed, 
personal questions. Response rates 
have plummeted in some cases.

The problem is acute for government 
statisticians. The response rate to the 
UK’s labour force survey has dropped 
from 38.5 per cent pre-pandemic to 
15 per cent. Britain’s Office for National 
Statistics had to skip its usual 
publication of the jobs data in October. 

It now plans to pay more to increase 
participation rates. It already shells out 
an unconditional £10 to individuals 
selected to take part and a further £10 
on completion. The upfront payment is 
likely to rise. 

Payments for participating in online 
research will remain a problem. Some 
platforms put people through an 
unpaid screening process to establish 
whether they are suitable for a study. 
That might encourage dishonesty if 
individuals can work out the eligibility 
criteria. 

Aim-listed pollster YouGov says it 
avoids such pitfalls in recruiting its 
24mn panel members. They get paid in 
points for surveys that can be 
converted into gift cards. The provision 
for the accrued value of these 
incentives stood at £17.8mn in July. 
That compares with its £44mn 
operating profits for the latest year. 

It has been growing rapidly, though, 
and, as with its peers, some of the air 
has come out of its valuation. YouGov’s 
forward price-to-earnings valuation has 
fallen by a half over three years to 
23 times. 

In March US private equity group 
Silver Lake agreed to buy US
poll-related software maker Qualtrics 
for $12.5bn at under 10 times trailing 
annual revenue, about half the 
valuation of its 2021 listing. 

Online surveys were first launched 
around the turn of the millennium. At 
first, they made few inroads into an 
industry dominated by telephone 
polling. The tables are now turning. 

In 2022, more than half of US public 
pollsters used methods different from 
those deployed six years earlier, says 
Pew Research. The UK’s ONS is part of 
this trend. It plans to roll out a
digital-first version of its labour force 
survey in the spring.

Surveys: 
cash for questions

Kenneth Andersson
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By naming 53-year-old Janet Truncale 
as its next global chief executive, EY 
will hope it can put behind it a nasty 
bushfire ignited by one rival candidate 
over the final leadership taboo: old age.

During his campaign for the top job, 
Andy Baldwin, 57, warned executives 
discussing his candidacy that they 
risked breaching age discrimination 
laws if they made too much of the fact 
that a four-year term heading the 
professional services firm would push 
him beyond 60. That is when EY 
usually requires its partners to step 
down.

Sixty seems an absurdly and 
arbitrarily early age at which to ask 
executives to hand in their lanyards 
and badges. Except in the case of a few 
physically demanding jobs, mandatory 
retirement also seems an anachronistic 
throwback. Most countries are obliging 
workers to toil for longer before they 
can claim a state pension. Companies 
are also falling over themselves to 
become more inclusive.

Tension is only likely to increase as 
companies and staff try to reimagine 
work for 50-year careers. Speaking at 
the recent Anthropy conference on the 
UK’s future, Jeremy Hughes, who is 
helping to develop a new charity aimed 
at bridging the demographic divide, 
Intergenerational England, described 

the workplace as the “key forum where 
generations come together”. But the 
workplace is also where generations 
could come to blows.

The career that Baldwin and his EY 
peers have had is already hard to 
imagine for 20-somethings. On the 
same panel, youth ambassador Ladajah 
Wilson made clear she did not want to 
follow the 9-to-5, four-weeks-annual-
holiday path of her elders. She 
preferred a career that was varied and 
flexible. Such “squiggly careers” are ill-
served by traditional leadership 
selection processes.

Age is just a number, they say. But 
succession planning is dominated by 
another number: usually, there is only 
one job at the top. That tempts 
companies to force change to ease 
leadership bottlenecks.

Mandatory retirement ages are legal 
in the UK if they represent a 
proportionate means of achieving a 
business aim. That could include 
freeing up senior jobs or, in EY UK’s 
case, partnerships for younger 
colleagues. At a level where men still 
dominate, it might also serve to meet a 
corporate goal of greater ethnic and 
gender diversity.

In the US, mandatory retirement for 
CEOs is an exception under age 
discrimination legislation. But an 

increasing number of big companies 
have started to abandon or waive their 
mandates. This year, Chevron dropped 
its age cap of 65 for chief executive 
Mike Wirth, now 63, to ensure 
continuity at the oil and gas company. 

Meanwhile, the average age of US 
chief executives continues to rise. 
According to headhunter Crist Kolder, 
in 2013, the age of CEOs when hired 
averaged 51.3. It now stands at 55.6. 

Listed companies do seem more 
reluctant to keep chief executives well 
into their 70s or 80s. When I drew up a 
ranking of global leaders of listed 
businesses by age in 2011, Warren 
Buffett, then 80, was only the 16th 
oldest corporate chief. At 93, he now 
tops a global league table, prepared by 
BoardEx for the FT, that contains only 
two octogenarians. Among US bosses, 
he is 11 years older than the next oldest 
in the Fortune 500, Robert Mehrabian 
of Teledyne Technologies.

Buffett might seem an exception. But 
he is living proof that some older chief 
executives amply justify extending 
their tenure beyond what used to be 
considered pensionable age. Capable 
younger executives ought to be able to 
rise sooner, too. Only 31 of Fortune 
Global 500 companies are headed by 
chief executives aged under 50.

Research has shown that shareholder 

wealth drops for each year a chief 
executive ages. Plenty of leaders 
overstay their welcome because of too 
tolerant boards or poor succession 
planning. Another study suggests 
leaders become more risk averse as 
they age, with negative consequences 
for stock performance. Researchers 
found that was particularly true when 
the two most influential executives 
were older. The best outcome might be 
to pair younger and older colleagues.

I prefer an age-blind approach that 
does away with age-related 
stereotypes. It could also help assess 
the capabilities and potential of 
younger people like Wilson, if she ever 
wants to run a multinational.

This is another area where 
technology could level the playing 
field. At an FT conference on artificial 
intelligence last week, Tomas 
Chamorro-Premuzic, author of Why Do 
So Many Incompetent Men Become 
Leaders?, said AI could help humans 
“focus on the qualities that make 
people better leaders, while ignoring 
the noisy signals that make them more 
toxic and inept”.

The solution to “bed-blocking” by 
bosses, in other words, is not automatic 
ousting, based on age, but more 
rigorous appraisal, based on 
competence. 

’

Sixty seems an 
absurdly and 
arbitrarily early 
age at which to 
ask CEOs to hand 
in their lanyards 
and badges

In search of 
chief executives 
who never 
grow ‘old’

Andrew Hill
Leadership

WORK & CAREERS

‘

A t some point during the sec-
ond year of the Covid-19 
pandemic, the world of the 
Japanese salaryman and 
woman took an extraordi-

nary — but little noticed — swerve off its 
historic course. No longer, it seemed, 
were bigger companies necessarily
better; career uncertainty was not so 
terrifying.

Corporate Japan was facing an 
onslaught of change in 2021. Its most 
staid companies, where traditions, 
working practices and career expecta-
tions had barely changed for decades, 
were being forced to rapidly adapt to 
work-from-home pandemic norms, 
remote meetings, hierarchy disruption 
and the sudden demise of the presentee-
ism that once firmly policed their work 
culture.

But behind all that, something far 
more transformative was evolving. 
Younger Japanese workers who, 
through decades of deflation, wage stag-
nation and a sense of slow national 
decline, had prioritised predictability in 
their career, had new ideas of what a 
company should offer by way of risk, 
reward, stimulation and opportunities 
for rapid promotion. 

Companies, which until that point 
had felt little pressure to revamp their 
work cultures, given that stability and 
size had reliably attracted the most tal-
ented staff, were facing a new threat.

By the end of 2021, more than a fifth 
of job transitions from large companies 
in Japan were people leaving to join 
start-ups, according to the Japan Ven-
ture Capital Association, compared with 
8 per cent in 2018. That proportion has 
continued to push towards 25 per cent, 
according to JVCA members. 

“I don’t think a lot of Japanese compa-
nies realise what is happening, because 
if they did, they would be in panic 
mode,” said a 26-year-old Keio Univer-
sity graduate currently negotiating her 
move from one of Japan’s biggest banks 
into a Kyoto-based tech start-up. “For a 
lot of my age-peers, start-ups are offer-
ing an alternative work environment — 
there is still a lot of pressure, but it is 
pressure you want. When you are at uni-
versity choosing a job, you don’t see 
that, but after a few years at a big com-
pany, it’s obvious.” 

The social, economic and psychologi-
cal shift behind that type of comment is 
arguably the most significant in Japan 
since the end of the 1980s bubble, 
according to venture capital firms and 
the start-ups themselves. Critically,

new Japanese businesses are not only 
attractive as talent magnets, but inter-
nally they are beginning to redefine 
work environments in a way that poses 
a direct challenge to the large compa-
nies they are poaching from. 

Entrenched strictures of age-based 
seniority and a refusal to measure
white collar work more qualitatively — 
characteristics that have dominated 
Japanese corporate culture for many 
decades — are high on the list of gripes 
that may prompt a jump from a large 
company.

“The Japanese start-up market is 
probably one of the most misunder-
stood in the world. So much has 
changed here, yet a lot of that change 
has gone mostly unnoticed,” said James 
Riney, chief executive of Tokyo-based 
VC firm Coral Capital, who added that 
investment into start-ups in Japan had 
grown by about 10 times in the past nine 
years, drawing in some of the country’s 
most talented workers.

“The Japanese government’s vocal, 
financial, and regulatory support have 
not only made starting up easier, but 
also mainstream,” he added.

But government support is just one of 
many factors behind the change, 
according to Kathy Matsui, co-founder 
of Tokyo-based venture capital fund, 
MPower Partners.

“Some individuals at large Japanese 
companies will look into their career 
crystal ball and see a predictable pro-
motion path, and a predictable compen-
sation package. More and more you are 
finding people saying ‘that’s OK, but it’s 
not great’. At a start-up, meanwhile, you 
can immediately or very quickly be in a 
key position and having a real impact on 
a business where there are, potentially, 
much higher returns,” said Matsui.

Genesis Healthcare is one example. 

Post-pandemic, younger 
workers have new 
expectations of risk, 
reward and responsibility, 
writes Leo Lewis

Of the people 
transitioning 
from jobs 
at large 
companies in 
Japan, the 
proportion 
leaving to join 
start-ups is 
pushing towards 
25 per cent, 
up from 8 per 
cent in 2018 
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The Tokyo-based genetic testing and 
research company’s chief financial 
officer previously worked at Nomura 
and another member of its top execu-
tive team came from Mitsubishi Bank. 
Their roles at Genesis offer them greater 
influence over a company’s future.

Start-ups are also widening the salary 
gap between themselves and traditional 
companies, according to the JVCA. It 
found that average salaries were 
¥580,000 higher at start-ups in 2022 
than at big listed companies. Two years 
earlier the difference was ¥90,000.

Japan’s chronically tight labour mar-
ket — a feature of low-birth rate demo-
graphics and a now shrinking working-

age population — takes the edge off the 
perceived risk of joining a start-up by 
providing an implicit safety net. 

“Of course there is a risk in leaving the 
predictable behind, but these days there 
is built into the equation the idea that if 
you fail, you can always go back to a 
large company,” added Matsui.

Others go further, suggesting that for 
many young Japanese workers, the deci-
sion to join a start-up may actually feel 
like a hedge against career risk. They 
look at big, traditional Japanese compa-
nies and take the view that if they stay at 
those too long, they may not gain the 
skills they need to build careers in a 
world increasingly defined by the rapid 
pace of technological change.

“So a lot of people think they could 
gain those skills at a start-up. And once 

‘A lot of companies don’t 
realise what is happening, 
because if they did, they 
would be in panic mode’

you have people with that shared view 
in a start-up, of course you are going to 
get a new type of work culture building 
around that. You have environments 
where there is a feeling that they are 
doing something very different from the 
way previous generations did,” said Mio 
Takaoka, a partner at, DNX Ventures, a 
fund that backs Japanese start-ups and 
is closely involved in their development.

She and others draw parallels 
between the emerging start-up culture 
in Japan in 2023 and the arrival of the 
internet in the mid 1990s — a period that 
was notable both for the speed with 
which it prompted new companies to 
launch and the ferocity with which it 
splayed-open generational gaps within 
business. 

Then, people could build internet 
companies because there was no older 
generation to stop them. Now, a similar 
layer of conservative senior managers is 
frustrating younger employees who 
want to embrace AI and other transfor-
mational technology. 

Many traditional companies do feel 
forced to adapt, said Riney, noting that 
almost every big company had an “open 
innovation” or similar department that 
engages with start-ups. 

But for all of the disruption that the 
Japanese start-ups appear to be causing, 
Takaoka argued, their underlying cul-
ture is not explicitly disruptive in intent. 
They are not looking to confront Japan’s 
existing business establishment, but 
rather work with it to fill its many gaps.

“There is some natural conservatism 
built in there, so you haven’t got people 
joining start-ups to shake everything
up. They are joining because they see it 
as building something that hasn’t yet 
been offered, probably faster and better 
than they could anywhere else,” said 
Takaoka.

Start-ups challenge culture of 
the Japanese salaryman

Demographics

How would you classify 
your relationship with your 
colleague? ITV posed that 
question when updating its 
policy on workplace 
relationships last month. 
The broadcaster asked 
staff to declare not just 
romantic and family 
relationships but platonic 
ones too: flatmates, close 
relationships or 
friendships.

Some commentators 
were aghast, decrying it as 
a ban on work friends, 
conjuring a white-collar 
dystopia in which 
colleagues furtively slide 
messages on slips of paper 
under their desks.

A zero-friendship policy 
would be bad for business. 
More than half the workers 
polled by the US Society 
for Human Resource 
Management this year had 
a colleague they called a 
close friend. Work friends 
improve engagement and 
productivity. Since the 
pandemic, friendship, 
according to Gallup, has 
become increasingly 
important to workers. A 
best friend, the polling 
company says, increases 
employee satisfaction and 
the likelihood they will 
recommend their 
workplace. Navigating the 
hybrid workplace is all the 
better with a friend, a more 
compelling incentive to 
lure commuters into the 
office than a free sandwich 
or a meeting — and 
someone to surreptitiously 
message while Zooming.

However, this is not a 
ban on friendship but an 
attempt to make ties 
between workers more 
transparent. ITV is looking 
into procedures around 
safeguarding in the wake 
of presenter Phillip 
Schofield’s departure after 
what he called an “unwise, 
but not illegal” affair with a 
younger colleague. 

Sarah Henchoz, an 
employment partner at law 
firm Allen & Overy, says 
policies on friendships are 
not widespread, though it 
is “pretty standard to 
require employees to 
disclose conflicts of 
interest they may have in 
relation to, for example, 
new hires”. Procurement is 
another such area. Failing 
to declare relationships can 
lead to distrust — the UK 
government has been 
tarnished by accusations of 
chumocracy over how it 
awarded contracts during 
the pandemic. 

Public sector 
organisations, including 
the NHS, universities and 

councils, ask for disclosure 
of friendships within 
teams. Tees, Esk and Wear 
Valleys Foundation Trust’s 
policy says staff must 
inform their manager of 
any “close personal 
relationship with another 
employee who you 
directly/regularly work 
with”.

One challenge is the 
haziness around work 
friendships. The NHS 
Trust says: “Employees are 
expected to exercise 
judgment in determining 
whether or not a 
friendship has developed 
to such an extent that it 
can be described as a 
close personal 
relationship.” 

But where is the line? A 
drink outside of work? A 
holiday? A godparent to 
your work bestie’s child? 
What if you fall out with 
your friend, do you update 
management? You might 
see yourself as an 
acquaintance to a 
colleague whereas they 
see themselves as more. If 
anything, social media has 
made the lines fuzzier. 
“We’ve got used to people 
having 600 friendships on 
Facebook,” says David 
D’Souza, membership 
director at the CIPD. 
“That’s different to having 
600 people you can call in 
the night.”

Policies on workplace 
romance are clearer. Some 
employers ask staff to 
disclose them, others ban 
them between senior 
executives and 
subordinates. Pam Loch, 
founder of Loch 
Associates Group, an 
employment law firm and 
consultancy, says 
disclosure policies are 
designed to diminish 
favourable treatment “by 
changing line 
management or putting 
other steps in place to 
change or remove that 
level of influence”. 

There is some overlap 
with friendship, especially 
when it comes to 
preferential treatment, 
says Nancy Rothbard at 
the University of 
Pennsylvania. While 
support is important, she 
notes, reciprocating it 
might prove “distracting”. 
It can also be hard to give 
“tough feedback to a 
friend”. 

“It is a problem but it 
won’t be solved with a list,” 
says D’Souza. Employers 
might end up with a 
volume of information that 
gives the illusion of control 
without achieving much. 

It seems to me the best 
test of friendship is when 
you leave. It’s easy enough 
to be matey when in need 
of an ally to let off steam. 
Much harder when you no 
longer bond over shared 
bureaucracy or the 
irritating habits of a 
colleague.

Work watch

Is friendship any 
business of employers?

Emma Jacobs
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level . . . During this time, we have 
to create a constitutional shield 
[allowing national law to take prece-
dence], and to ask the French people to 
decide.” In other words, a referendum, 
including the creation of annual immi-
gration quotas. 

Maybe Barnier liked Brexit so much 
he has decided to repeat the experience. 
He insists the opposite. “If we don’t do 
that — as Brexit was improbable and 
happened — something in France which 
is improbable could happen: the elec-
tion of Mrs Le Pen as president.” 

He adds, grandiosely: “I’m the only 
one in France perhaps to know exactly 
why the Brexit happened.”

In the two and a half years since he 
stepped down from Brexit duties, the 
issue has slid down the EU’s agenda. Yet 
in the UK, it remains unresolved. In the 
latest polls, 57 per cent of the public say 
it was wrong to leave; 33 per cent think it 
was right. By a margin of 58 per cent to 
42 per cent, they say they would vote 
to rejoin the EU. 

“It seems to me that Brexit is an issue 
of permanent debate in the UK. That 
means Brexit was not so clear,” observes 
Barnier. “From the very first day, the UK 
ministers not only underestimated the 
consequences of Brexit — they did not 
know the consequences of Brexit.”

He dismisses a promise by shadow 
foreign secretary David Lammy to go 
through the UK-EU trade agreement 
“page by page” if Labour is elected: 
“Good luck!” But he is warm to Labour 
leader Sir Keir Starmer, who wants 
closer relations, albeit while staying 
outside the single market and customs 
union . . . I think Starmer is a European 
like me — a patriot and European.”

A 2018 entry in Barnier’s My Secret 
Brexit Diary describes Starmer as the 
British politician “who impresses 
me the most for his ability to grasp 
in detail what is at stake in Brexit 
negotiations . . . I get the feeling 
that Keir Starmer will one day be UK 
prime minister.”

Starmer’s plan, which includes a 
UK-EU veterinary agreement, “seems to 
be pragmatic and possible”. Barnier 
would like him to go further, including 
a UK-EU defence treaty and joint 
road map for peace in the Middle East. 
“We have — France and the UK in partic-
ular, but also Italy, Spain and some 
others — a historic responsibility.”

Barnier is quick to detail the UK’s 
previous negotiating mistakes. He spent 
the nine months before Brexit talks 
began in June 2017 preparing with his 
team: “I do not think the UK did the 
same.” The UK’s first Brexit secretary, 
David Davis, suggested London could 
keep the headquarters of two key 
regulators. “Totally impossible! It seems 
to me a huge weakness: to take your 
desires for reality.”

Then there was Theresa May ruling 
out customs union and single market 
membership from the outset (Barnier 
was “astonished”), and Boris Johnson 
committing to leave the EU on a set date. 
“It was a huge mistake. He had no time.” 

When Jeremy Hunt, as foreign 
secretary, likened the EU to the USSR, 
Barnier wrote in his diary: “What’s the 
point of arguing with Jeremy Hunt?” He 
was friendly with Davis, a garrulous pol-
itician like himself, but lost all trust in 
David Frost, Johnson’s aggressive Brexit 
negotiator, for threatening to break the 
divorce treaty he had just agreed.

Did Barnier ever believe there would 

The EU has started to confront 
populism, he argues, noting the hiring 
of 10,000 border guards and the use 
of joint borrowing to create a Covid 
recovery fund. “The EU today is no 
longer the EU that the UK left. We have 
begun to draw the lessons of Brexit.”

Yet the bloc is hamstrung by Franco-
German stalemate. “This co-operation 
has never been easy, except for one 
time when the leaders were friends, 

[Valéry] Giscard [d’Estaing] and [Hel-
mut] Schmidt.” 

He is hopeful about Poland’s role 
under Donald Tusk. He supports 
Ukrainian membership of the EU, but 
thinks it should wait until it has become 
“acceptable” to the bloc’s public. He also 
supports Emmanuel Macron’s idea of 
a European political community, which 
could offer a framework for closer rela-
tions with non-members like the UK.

Barnier, who was first elected to 
public office 50 years ago, wants his 
party Les Républicains, Macron’s 
Renaissance and others to coalesce 
behind a single, centre-right candidate 
for the presidency in 2027. Could it 
be him? “That’s not the issue now,” he 
says, briefly flustered. I insist. “It’s not 
a question of people for the moment.” 
On this point, at least, Barnier may see 
room for flexibility.

M ichel Barnier arrives, 
carrying, of course, two 
folders full of papers. Tall 
and debonair, the former 
Brexit negotiator knows 

the power of appearances.
During the talks, he cultivated an air 

of principled authority. Remainers saw 
him as a voice of reason; even Brexiters 
developed a grudging respect. “I wish 
we could employ him,” said a frustrated 
Nigel Farage. Barnier kept his head 
while his British counterparts were 
losing theirs and blaming it on him.

“I’m not always calm — listen to my 
wife or children — but I decided at the 
very beginning to be calm. I knew it 
could be a weakness to be French, and 
I knew that I would be in the fire of the 
tabloids. They were waiting for me to get 
angry. They tried several times.”

Barnier was mellowed by age and 
hikes in the French Alps. In 2020, 
some British newspapers suggested 
he might have been Downing Street’s 
Covid “patient zero” who infected 
Prime Minister Boris Johnson. He 
swallowed his fury.

So the 72-year-old’s career is 
bookended by two achievements: 
organising the 1992 Albertville Winter 
Olympics, which he mentions surpris-
ingly frequently, and negotiating Brexit. 
Albertville was positive, Brexit was 
negative, he says. And the UK didn’t win 
in either, I suggest. Barnier doesn’t rise 
to the joke. “Winning for the UK in the 
Winter Olympics is more difficult than 
in the Summer Olympics,” he says, with 
predictable calm.

But, like David Cameron, the former 
UK prime minister who returned to 
frontline politics last week, Barnier is 
not finished. He tried and failed to 

become the centre-right candidate in 
the 2022 French presidential election. 
Now he is urging the centre-right to 
unify to stave off Marine Le Pen. 

In doing so, he has disappointed his 
old colleagues in Brussels and those who 
saw him as the face of unbendable EU 
principles. Ahead of the 2022 election, 
the two-time former EU commissioner 
claimed immigration was “out of 
control”. He suggested France should 
suspend all immigration from non-EU 
countries for three to five years.

Critics say Barnier has joined the 
populist wave he once scorned. He 
retorts: “I have been European before 
them, and I will remain European 
after them!” 

He blames the European Court of 
Justice for reducing states’ freedom to 
act in the name of national security and 
expanding migrants’ rights to bring 
family members: “You can find nothing 
in the French constitution about migra-
tion, and there is almost nothing in the 
European treaties. For 30 or 40 years, 
there’s a kind of interpretation that is 
always in favour of the migrants . . . We 
have to rewrite something in the [EU] 
treaties or in the [European Convention 
of Human Rights].”

So he is hoping to reform the EU, like 
Cameron in 2015? “We have to provoke 
a discussion at the European 

‘I knew it could be a 
weakness to be French, 
and I knew I would be in 
the fire of the tabloids’

be a no-deal Brexit? “Yes, when Theresa 
May failed a third time to get an 
agreement in the House of Commons.” 
But under Johnson, no-deal seemed 
a bluff. “Johnson said once, ‘I want a deal 
because I need a deal.’ This sentence 
was key for me . . . I wasn’t surprised 
by the madman strategy. I was told that 
this strategy was taught in university 
in the UK.”

Barnier’s approach was methodical. 
As a teenager, he wrote to Georges Pom-
pidou after his ousting as French 
prime minister, and received a personal 
reply. From then on, he resolved 
to respond to every letter he received. 
Similarly, he met endlessly with 
legislators over Brexit, while leaving the 
policy slog to his team, especially 
his deputy, Sabine Weyand. “He made 
a lot of people feel very important,” says 
one observer.

Crucially, Barnier kept the EU unified, 
convincing 27 member states that 
sticking together was the best way to 
protect their own specific interests. 
Only about eight states, for example, 
had a direct interest in fisheries: “Ms 
Merkel told me several times, ‘It’s not so 
important for us, but I understand it’s 
important for Mr Macron.’

“The British did not understand. 
They tried every week to divide us. I 

visited one capital every week: the day 
before I came, there was a British minis-
ter, and the day after. Which is incredi-
ble. Losing time!” La méthode Barnier 
is now established as a way for the 
European Commission to handle exter-
nal negotiations on behalf of member 
states and its parliament.

In February, the UK and EU agreed 
the Windsor framework to reduce 
checks on goods crossing the Irish Sea. 
Does it show Barnier was too inflexible 
on this issue? He attributes the compro-
mise to Rishi Sunak being “more prag-
matic and serious” than Johnson. The 
changed context given the Ukraine war 
perhaps also played a role.

What about rules of origin for electric 
cars? The commission is considering 
postponing tariffs on sales of cars 
between the EU and UK. Barnier is “not 
in favour of any type of flexibility”, 
worrying it would set a precedent. “I’m 
ready to be very vocal on this point . . . 
What is said about rules of origin could 
be said about financial services and 
equivalence. [Britain] lost the financial 
passport: there will be no flexibility.”

Listening to Barnier, I am reminded of 
the joke about a French bureaucrat who 
asks of a policy idea: it works in practice, 
but does it work in theory?

“I have no spirit of revenge, no spirit 
of punishment — never — just to protect 
what is our main asset and perhaps our 
single asset: the single market. The 
only reason that Mr Biden and the 
Chinese president respect us is the 
single market.”

Would Le Pen take France out of 
the EU? Barnier points out that she 
celebrated Brexit as a “victory”. “She’s 
able, like Farage, to hide what she wants 
to do. But I think she didn’t change 
[her view].”

‘The only reason that 
Biden and the Chinese 
president respect us 
is the single market’

‘The EU is not 
the same one 
the UK left’

M I C H E L  B A R N I E R

French politician says British ministers did not 
know the consequences of leaving the bloc

Charlie Bibby/FT

The 
Henry Mance 
Interview
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ARTS

Above: Chris Ingram with ‘Goggle 
Head’ (1969) by Elisabeth Frink. 
Above right: ‘Sisterhood’ (2023) by 
Erin Holly, selected for the Ingram 
prize — Elisabeth Frink Estate and Archive. Photo: John-Paul 
Bland; PDP Gallery

prepared to highlight some individual 
pieces whose values have grown over 
time. In 2002, Ingram bought a 1965 
Hepworth oil and pencil work for 
£14,000, now valued for insurance at 
£180,000. In the same year, he pur-
chased an Elisabeth Frink Riace warrior 
sculpture for £40,000, and notes that a 
work from the same series, “Riace II” 
(1986), sold publicly for £230,000 in 
2008. Work by Frink, who runs deep in 
the Ingram Collection, has since made 
more than £1mn at auction.

Ingram is not a straightforward inter-
viewee — he keeps me on my toes by
frequently answering questions with a 
follow-up question or two. It seems part 
of his inbuilt instinct to challenge the 
status quo. Curator and art adviser Jo 
Baring, who is director of the Ingram 
Collection, recalls that in the early days, 
“I would often tell Chris that ‘in the art 
world, we work like this’ and he would 
answer, ‘Well, why?’”

It perhaps explains why he seems just 
as comfortable branching out from 
Modern British and into the contempo-
rary realm. “Supporting the current 
generation is a natural adjustment,” he 
says. He sees his role as partly educa-
tional in a world unfamiliar with busi-
ness practices.

Already a regular at degree shows, 
Ingram noticed how uncomfortable 
young artists were when it came to sell-
ing their works. “Many didn’t know how 
to invoice me,” he says.

This observation contributed to the 
thinking behind the Ingram prize, a 
competition for UK-educated artists at 
the start of their careers, launched in 
2016; its 32 shortlisted artists are on 
view this week at Cromwell Place. The 
shortlisted works are in a range of 
media: as well as paintings, there are 
films, sculptures and installations with 
materials that include recycled sari silk 
and St John’s wort seeds.

Winners’ work is bought for the 
Ingram Collection while all of the short-
listed artists are offered ongoing sup-
port, including a professional develop-
ment day that covers areas such as copy-
righting, applying for residencies and, of 
course, invoicing. The prize, whose pre-
vious winners include Sin Wai Kin 
(nominated for last year’s Turner 
Prize), had its highest number of entries 
this year, Baring says.

Also this month, works from the 
Ingram Collection are on loan to venues 
ranging from Woking coroner’s court — 
16 works including a 1990 lithograph by 
Elisabeth Frink — to Brasenose College, 
Oxford — 24 pieces, including David 
Hockney’s etching and aquatint “My 
Bonnie Lies Over the Ocean” (1962). 
The collection has joined forces with the 
Women’s Art Collection for the exhibi-
tion Women & Water, featuring work by 
artists including Frink and Tracey Emin 
(Murray Edwards College, Cambridge, 
until February 25). Ingram and Baring 
are still buying, including opportunities 

T he generally diplomatic 
British art collector and 
businessman Chris Ingram, 
80, sees no reason to hold 
back his views on some

fellow art-buyers. “The biggest change 
in the market has been the number of 
billionaire so-called collectors who are 
buying art, putting it into freeports and 
not even looking at it,” he declares over 
lunch in London.  

A major collector of Modern British 
art since selling his media-buying busi-
ness two decades ago, Ingram’s credo is 
clear. “I like the collection to be seen,” he 
says. It’s not just warm words: in the 
past financial year, 73 per cent of the 
400-plus works in the core collection 
were on public display, while the con-
temporary and outsider-art collection 
of nearly 200 works also travels widely. 
Since he suffered a stroke in 2016, limit-
ing movement on his right-hand side, 
art has offered Ingram a distinct moti-
vation. “In a way, it’s kept me going,” 
he says.

Unlike many of his collector counter-
parts, he says he was never tempted to 
have a private museum for his holdings. 
“People would have to go there, to one 
place, whereas I’m sending art out to 
them,” he says.

As a result, Ingram’s works have 
adorned some surprising venues 
recently, ranging from The Clink pris-
oner rehabilitation restaurants at HMPs 
Styal and High Down to the Scottish 
National Gallery of Modern Art’s Bar-
bara Hepworth retrospective last year. 
Works from the Ingram Collection are 
also frequently on display at The Light-
box gallery and museum in Woking, the 
Surrey suburban town where Ingram 
grew up, and an institution that he has 
long supported.

that fill any gaps in the Modern British 
holdings. The future of his collection is 
squarely with the nation: “There’s noth-
ing for my children and grandchildren 
to fight over,” he semi-jokes.

He is conscious that it isn’t just artists 
who need support now. “It is very sad-
dening that councils are pulling out of 
local museums,” he says. The Lightbox 
is one of the latest to face an uncertain 
future as Woking borough council has 
proposed stopping all funding for arts 
and culture as part of a £12mn cut to 
local services. Ingram confesses he is 
“confused” by the UK government’s pol-
icy towards culture, including severe 
cuts in London, but lays some of the 
responsibility at the foot of private indi-
viduals. He questions once again: 
“Where are all the others who could 
make sure their collections are seen by 
all and sundry?”

The Ingram Prize is on view at Cromwell
Place, London, November 22-26,
ingramcollection.com

Baby Talia Augustidis with Sallie

I n “Dead Ends”, the first episode in 
the new series of podcast Lights Out, 
Talia Augustidis tries to summon 
memories of her late mother, Sallie, 
who died when she was three years 

old. In 2003, filmmaker Sallie had been 
on a work trip to Mallorca when she fell 
off a hotel balcony — “It was late, it was 
dark, she was drunk,” says her daughter.

Augustidis has only hazy 
recollections of her mother; most of 
what she knows of her has been drawn 
from old photos, bits of home videos 
and news reports of her death. At the 
start of the episode, we find Augustidis 
combing cassette tapes unearthed in her 
father’s attic and labelled “accidental 
recordings”, looking for signs of Sallie. 
Noting the sound of movement, she 
asks: “Is that you? Going through the 
drawers at 19 minutes and 52 seconds? 
What are you looking for? What do 
you need?” 

Made for the BBC by the independent 
production company Falling Tree, 
Lights Out is a long-running anthology 
series in which sound design is elevated 
to the realms of high art. Not for nothing 

did the episode “A Sense of Quietness”, 
which told the interconnected stories of 
four women and the Irish abortion 
referendum, win the Prix Europa. Each 
of the series’ half-hour episodes is a 
small masterpiece of soundscaping and 
storytelling.

“Dead Ends”, written and produced 
by Augustidis, uses the fragments of 
surviving audio of her mother to create 
an intimate and moving collage of 
absence and loss. Listening to those 
cassette tapes, on which Sallie 
apparently pressed record in error, are 
like “speaking to a ghost”, she says. 
There are moments of bleak comedy 

Sound design elevated to high art
too. A few years ago, Augustidis had 
some old home videos digitised, 
including one that her father, Dimitri, 
had instructed her not to touch. To her 
horror, it turned out to be a sex tape. 
Augustidis told her father she had 
simply wanted to see more of her 
mother. “That part you can keep,” she 
told him.

In the next episode, “Dust”, Icelandic 
writer Andri Snær Magnason and 
Scottish conceptual artist Katie 
Paterson grapple with the landscapes 
that have inspired their work and in 
which the scars of geological events are 
etched.

The episode is produced by Eleanor 
McDowall, who was behind audio gems 
including BBC Radio 4’s Short Cuts, Field 
Recordings and Radio Atlas. 

We hear the sounds of breaking 
waves, wind, the deep rumbling of a 
volcano and footsteps on snow; music, 
courtesy of Phil Smith, drifts in and out. 
There is also audio footage of the 
Vatnajökull glacier in Iceland, collected 
for an art project by Paterson via a 
submerged microphone and discernible 
in crackles and clicking sounds. This 
richly textured episode — which should 
be heard on headphones for the full 
immersive effect — is simultaneously 
poetic and apocalyptic, a chilling 
reminder of our smallness in the face of 
the elements. 

bbc.co.uk

PODCASTS

Fiona
Sturges

His collection’s future is 
with the nation: ‘There’s 
nothing for my children 
and grandchildren to 
fight over,’ he semi-jokes

‘Erased’ (2022) 
by Eliana 
Marinari is 
also in the 
running for the 
Ingram prize

Collector who wants more support for galleries
Chris Ingram lends his 
Modern British holdings to 
museums, colleges and prisons 
— and believes others should 
do so too. By Melanie Gerlis

Ingram notes that as well as skewing 
the display of art, the new money in the 
market has also “upset its value”. There 
is, he says, “no difference to these buy-
ers, whether they get something at say 
£60,000 or £80,000, so the rest of us fall 
back” when bidding. The impact, it 
must be said, is not all bad news for 
Ingram, whose first purchases of Mod-
ern British art were made when prices 
reflected the category’s then unfashion-
able status.

He is reluctant to give the current 
value for the whole collection, as it isn’t 
for sale, preferring to focus on what
it does, though a trustees’ report put
it at more than £10mn in 2021. He is 
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FT BIG READ. SWEDEN

A wealthy nation long admired for its progressive values is now facing one of the highest levels of fatal 
shootings in Europe. What lies behind the upsurge and what can be done about it?

By Richard Milne

any other developed country in the past 
three decades. “If you create a society 
where the rift is too big, it also leads to 
 . . . more problems with the underbelly 
of society,” he argues.

Particularly on the left, there are con-
cerns over how gangs have exploited 
another big change in Swedish society: 
the widespread privatisation of the wel-
fare state. Private companies now run 
large amounts of schools, hospitals and 
care homes after the Moderate’s previ-
ous stint in power from 2006 to 2014. 

Police and local politicians say that  
gangs are now making more money 
from activities such as fraud and even 
running parts of the welfare state than 
from the drugs trade.

“We have had 20 years of deregula-
tion and we have been too naive. We 
have a school system that works against 
integration [by] segregating,” says Pel-
ling, pointing out that poor areas are 
often left with the worst schools.

Nobody quite knows how far the infil-
tration has spread. Security officials 
believe some political parties have been 
affected. Prosecutors recently charged 
an employee at the district court in 
Attunda, between Stockholm and Upp-
sala, with leaking secret information to 
a gang member. The woman, who 
denies the offence, is also accused of let-
ting them use her work computer. 

“What scares me is that we’re trying to 
fight non-democratic citizens with dem-
ocratic rules,” says Jomshof, the far-
right politician. “Sometimes I wonder: 
will it be enough?”

‘The country is still safe’

For many years, it was the southern city 
of Malmö that was the focus of gang vio-
lence. Just across the Øresund strait 
from the Danish capital of Copenhagen, 
it is the main entry point for immigrants 
arriving in Sweden and home to one of 
the country’s most notorious suburbs, 
Rosengård. 

In the decade after 2010, Sweden 
despaired at the violence in Malmö. But 
that has since subsided, moving to other 
cities such as Uppsala. 

After a peak of violence in 2017 with 
65 shootings and 58 explosions, police 
say there have been 27 shootings and 7 
explosions so far this year. Glen Sjögren, 
a veteran police officer in Rosengård, 
says: “Back then, it felt quite helpless. 
We had a feeling that no matter what we 
did, it just got worse. Nowadays, we 
rather feel the opposite.”

With fewer murders to deal with, he 
says, more resources can be put on the 
street to prevent crimes. 

Police attribute the fall in violence to a 
crackdown on gang crime, in which the 
worst criminals were put in jail. Author-
ities also turned to a US anti-violence 
tactic, known as Group Violence Inter-
vention, which shifts the focus from 
punishment to prevention. The entire 
community is engaged to persuade 
actual and potential gang members to 
avoid violence.

“The slogan is: alive, safe and out of 
prison. Jail has a high cost. It is more 
important to stop them committing 
crime than lock them up for crimes they 
have done,” Sjögren argues.

But he and local politicians argue that 
law and order is only part of the solu-
tion. Much of the answer also lies on the 
social side, particularly schools. 

“To really turn things around, we 
need to do something with recruitment. 
It’s doing things now with three-year-
olds to stop them in 10 years’ time pick-
ing up a gun,” says Gerell. If as much 
resource was placed on social solutions 
as law enforcement, he adds, Sweden 
could afford to give each at-risk child 
their own social worker.

Sulaiman, the local councillor, adds: 
“The best vaccine for not getting into 
crime is to pass secondary school. 
Malmö has a lot of kids not even passing 
elementary school.” 

This is “the most important thing we 
can do”, agrees Anders Fridborg, head of 
security for Uppsala. “If kids don’t finish 
school, they are more likely to end up in 
a criminal structure.”

A final area of rare agreement is that 
there are no quick fixes to Sweden’s gang 
crisis. Improving integration, keeping 
more children in vulnerable areas in 
school and removing gangs from the 
welfare state will take many years.“We 
need to work together, not against one 
another.” says Almerfors in Uppsala.

Others, like Lapidus, are urging peo-
ple inside and outside Sweden to keep a 
sense of perspective. “It’s bad what is 
going on,” he says. “But come on, it’s 
nothing like Mexico or even America. 
Sweden is still one of the safest countries 
in the world.”

Gang violence: ‘it is tearing us apart’

Police in Stockholm alone have a list 
of 150 homes in the capital that could be 
targets for a shooting or bombing, pub-
lic broadcaster SVT has reported. “If my 
family is in danger, everyone’s family is 
in danger,” a gang member told the TV 
station.

Another recent phenomenon is that 
the killers are getting younger, as chil-
dren in Sweden often receive light sen-
tences. In October, several people were 
convicted for two powerful explosions 
in a trendy part of Stockholm. A 25-
year-old received five years in jail, while 
two 17-year-olds involved were placed 
in youth homes for 10 months. 

This is also a risk. Police say gangs are 
actively recruiting vulnerable young 
people from within these care homes, 
known in Sweden as Hem för vård eller 
boende, or HVB. “We know that HVB 
can increase the problem, not be the 
solution,” says Ola Jerimiasen, chief of 
staff for social services in Uppsala.

Pelling, the mayor, says that many of 
the people arrested for recent killings in 
the area are not from Uppsala, but 
young “hitmen” sent to the city. 

“It’s very hard for the city of Uppsala 
to prevent those crimes,” he adds. “It’s a 
national problem.”

Society of division

Ask a Swede what has gone wrong in 
their country and you will get a mixed 
response. Those on the right largely 
blame immigration, which has added 
2mn people to the country in recent dec-
ades. Those on the left point to social 
factors, including the privatisation of 
Sweden’s welfare system which has led 
to worse services in deprived areas.

For most of the 2010s, the nationalist 
Sweden Democrats were a lone voice 
opposed to mass immigration, but their 
support has risen almost in lockstep 
with the intensifying violence. 

Now, the one-time fringe party is one 
of Sweden’s largest political groups. “For 
a long time, we were alone. We were 
labelled racists. Today the situation is so 
bad. We’re not alone any more,” says 
Jomshof, of the justice committee. 

Jomshof, who faced calls to resign in 
July over his views on Islam and an 
inflammatory description of the 
Prophet Muhammad — wants Sweden 
to stop immigration and deport crimi-
nals born overseas. 

But the nearest thing to agreement 
across the political spectrum is that 
Sweden itself has not done enough to 
integrate its immigrant communities. 

Almost all Swedish cities have at least 
one so-called vulnerable area, where 
immigrants often make up a majority of 
the population. Crime rates there tend 
to be high and schools struggle to keep 
students or maintain discipline. 

the oldest in the Nordics, as well as Scan-
dinavia’s biggest cathedral and a grand 
royal castle. 

But in recent years it has achieved 
notoriety as the hometown of one of 
Sweden’s most deadly gangs and its 
notorious leader Rawa Majid, “the 
Kurdish Fox”, who fled to Turkey in 
2018 after a number of drug and vio-
lence-related convictions. 

Much of the recent violence is due to a 
major split in the Foxtrot drug gang, say 
police. Majid, who was raised in Uppsala 
by Iraqi parents, is believed to have 
fallen out with his former right-hand 
man Ismail Abdo, or “Strawberry”, who 
also moved to Turkey.

Amid the feud, Abdo’s mother was 
shot dead in Uppsala in September.

“The situation in society is inhumane, 
incomprehensible and without any lim-
its,” Catarina Bowall, a senior police 
officer in Uppsala, said recently. Police 
in Uppsala and Stockholm declined to 
be interviewed, saying they are too busy 
investigating recent shootings. 

Fredrik Linder, a doctor at Uppsala’s 
hospital, has witnessed the effects of the 
violence. When he started working in 
A&E there would be one or two cases of 
gunshots a year, he told a local TV sta-
tion. Now, there is about one a week. 
“It’s a completely new world,” he added. 

By the end of October, there had been 
48 deadly shootings this year in this 
country of 10.5mn people. Last year, 
there were a record total of 62, up from 
45 in 2021. 

But the targeting of relatives, many of 
whom live in respectable districts, and a 
record number of bombings have led to 
a growing feeling of insecurity. “It 
almost appears random — it can happen 
to anybody, anywhere. It makes it more 
similar to terrorism,” says Manne 
Gerell, a Swedish criminologist and sen-
ior lecturer at Malmö university.

Well-established criminal gangs are 
no longer just killing each other but 
increasingly relatives and innocent 
bystanders. In many areas, the 
police are overwhelmed following 
the deadliest month on record
FT montage/Getty Images

W hat used to be a home is 
now a mess of wood, 
insulation and clad-
ding, littering neigh-
bouring gardens and 

spilling into the street. Windows are 
completely blown and only jagged 
shards of glass remain following the 
sheer force of an explosion.

“It is like a war scene,” says a local res-
ident, “something you see on the news 
from Afghanistan.”

But this is not a conflict zone. It is a 
previously peaceful district of prosper-
ous Uppsala, Sweden’s fourth-largest 
city, now the centre of the country’s 
gangs crisis. Soha Saad, a 24-year-old 
newly qualified teacher, died in the blast 
on September 28. She was the unin-
tended casualty of an attack aimed at a 
neighbour believed to be a relative of a 
criminal gang member. 

Soha was “ambitious, good, kind, gen-
erous”, according to her friend Sara 
Samara. “I wonder how many more 
innocent lives will have to be taken from 
us,” she wrote on Instagram. “This is my 
appeal to politicians: wake up.”

Sweden is now on high alert having 
suffered an extraordinary spate of vio-
lence in recent months, particularly in 
Uppsala and its neighbour to the south, 
capital Stockholm. At its worst in Sep-
tember and October, barely a day went 
by without a shooting, bombing or hand 
grenade attack — sometimes several.

The Nordic country has gone from 
having one of the lowest levels of fatal 
shootings in Europe to one of the highest 

in just a decade. Well-established crimi-
nal gangs, largely run by second-genera-
tion immigrants, are no longer just kill-
ing each other but increasingly relatives 
and innocent bystanders. Many of the 
perpetrators are children as young as 14 
who are groomed to carry out hits.

In a televised address at the end of 
September, Ulf Kristersson, the prime 
minister of Sweden, offered his diagno-
sis for the unprecedented violence, 
directly blaming “irresponsible immi-
gration policy and failed integration”. 

“I cannot over-emphasise the serious-
ness of the situation,” added the leader 
of the centre-right Moderate party. 
“Sweden has never seen anything like it 
before. No other country in Europe is 
seeing anything like it.”

The issue has shaken the full strata of 
society in the Nordic country. “This is a 
social earthquake in Sweden,” says Jes-
per Brodin, chief executive of furniture 
giant Ikea’s retail arm and one of the 
country’s most high-profile business 
leaders. “If this continues . . . Sweden is 
lost. It’s tearing us apart,” says Richard 
Jomshof, head of the Swedish parlia-
ment’s justice committee and an MP 
from far-right Sweden Democrats. 

The rise in gang violence is leading to 
uncomfortable conversations. A 
wealthy nation famed for its welfare 
state, Sweden has over the past three 
decades taken in more asylum seekers 
escaping various conflicts from the Bal-
kans to the Middle East than most Euro-
pean countries. As the violence 
increases, the far right feel emboldened, 
while the left are nervous about vilifying 
immigrant communities. But both sides  
accept that Sweden has failed to prop-
erly integrate some of its new arrivals.

Now criminal gangs across the coun-
try are evolving beyond the drug trade. 
Growing evidence suggests these net-
works have infiltrated some public serv-
ices, political parties and even the crimi-
nal justice system. With the police over-
whelmed investigating crimes following 
the deadliest month on record, the gov-
ernment drafted in the army to pick up 
the shortfall elsewhere.

What has gone wrong? “It’s a system 
failure,” says Erik Pelling, the centre-left 
mayor of Uppsala.

Therez Almerfors, the head of the 
centre-right opposition in the city, says: 
“If you don’t feel safe, you are not free. 
Every day, people are waking up in Upp-
sala and don’t feel safe.”

She describes the problem blighting 
Sweden as a “lack of hope in the future”. 
“We have failed,” the Moderate party 
politician says. “And to solve it, it’s not a 
quick fix.”

‘A completely new world’

Uppsala is renowned for its university, 

‘Sweden has never seen 
anything like it before. 
No other country in 
Europe is seeing 
anything like it’

“I don’t want to say migration is what 
went wrong; I would rather say integra-
tion [went wrong],” says Jens Lapidus, a 
criminal defence lawyer turned crime 
author who wrote the Netflix show 
Snabba Cash.

Most of his former clients and gang 
members today are not newly arrived 
immigrants but those born in Sweden, 
he says. “You were born here, but you 
still feel the doors are closed to you and 
you have not been let in,” he adds. 

This has a “psychological effect”, he 
argues. “The real problem is how we 
failed at integrating these people.”

Taha, who gave only his first name, 
became a Swedish citizen after arriving 
from Iraq two decades ago but is now 
thinking of moving to the UK.

“Swedes make you feel foreign even 
when you have the passport, even my 
kids who were born here,” he says. 
“They blame immigrants for every-
thing. But this gang violence affects me, 
my family, my friends as well.”

He thinks The Swedish authorities let 
this happen and should have acted “a 
long time ago”.

Local politicians now openly talk of 
segregation and the presence of parallel 
societies. Many, especially on the politi-
cal right, are urging Sweden to set more 
demands on new arrivals.

“The politicians have been naive. You 
have people in Malmö who have lived on 
financial aid for decades and who can’t 
speak Swedish. Why are we letting peo-
ple be so passive?” asks Farishta 
Sulaiman, a local councillor from the 
Moderate party. 

Naive is a word on many lips. Lapidus, 
the former lawyer, argues that Swedes 
“have a naive belief in human goodness” 
and have been slow to “fathom that 
there are not so nice people out there”.

Jomshof, whose Sweden Democrats 
support the government in parliament, 
is one of those bemoaning his country’s 
slow response, noting that neighbouring 
Denmark started cracking down on 
gangs 20 years ago and has been far 
more successful. 

Gerell, the academic, agrees. “No one 
took the violence and the gang struc-
tures seriously until it was too late.”

But Lapidus points to a different shift 
in Sweden: the “complete explosion of 
the hyper-rich”. Inequality has risen 
faster in the Scandinavian country than 

‘I don’t want to say 
migration is what 
went wrong; I would 
rather say integration 
[went wrong]’

Sweden’s gun scourge relative to EU peers
Deaths from assault by firearm (per million inhabitants, 2020)*

Source: Eurostat
* Excludes EU countries of less than 1mn people: Cyprus (=15.8), Luxembourg (=0), Malta (=5.8)
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The UK needs a 
disciplined 
statement that 
sets out a plan 
to lift its 
long-term 
growth 
potential

Britain’s autumn statement is no time for short-termism

Hunt should prioritise the 
country’s economic health 
ahead of political pressures 

“Do no harm” is a pretty unambitious 
goal for a fiscal event, but it is a maxim 
Britain’s Chancellor Jeremy Hunt ought 
to heed when setting out his Autumn 
Statement on Wednesday. Although 
inflation has recently fallen by more 
than expected, interest rates are high 
and the economy remains frail. The 
scope for spending is greater than antic-
ipated in the spring, but room for 
manoeuvre is limited. The market 
chaos sparked by Liz Truss’ disastrous 
“mini” Budget in September 2022 also 
remains firmly in the memory.

The UK needs a disciplined statement 
that sets out a plan to lift its long-term 
growth potential. Yet with an election 
looming, the government also faces 
short-term political pressures. How 
Hunt balances these conflicting priori-

ties will determine whether the chancel-
lor’s midweek speech is a boost or a 
restraint for the British economy.

The fiscal situation remains tight. 
Projections suggest that higher tax reve-
nues have increased the chancellor’s 
headroom of £6.5bn, against the aim of 
having debt as a share of the economy 
falling in five years. But, there is consid-
erable uncertainty surrounding the 
medium-term economic forecast, and 
fiscal projections currently rely on unre-
alistic future spending squeezes. So it is 
not wise to use up all the space he has. 
Britain’s debt stock is elevated and its 
interest bill as a proportion of revenue is 
one of the developed world’s largest. 
Bond markets are shaky too.

Hunt should focus any spending plans 
on raising Britain’s growth potential. 
This will support the country’s debt sus-
tainability and help to lower inflation 
pressures. Boosting business invest-
ment by making the full expensing of 
capital spending permanent should be a 
priority. It would be costly in the short 

term, but it would raise the govern-
ment’s tax take over time and bring sta-
bility to the corporate tax system.

Hunt also needs to set out a broader 
strategy to raise the UK’s long-term 
growth. Some sensible measures to 
reduce worker inactivity have already 
been announced in a Back to Work Plan. 
But the chancellor should also detail 
efforts to encourage pension funds to 
invest more in domestic enterprises and 
streamline the country’s sclerotic plan-
ning system, which prevents it from 
building homes and vital infrastructure. 
These need not be costly as they prima-
rily involve tweaking regulations. 

Resisting the political pressure to 
slash taxes is essential. There are 
reports of planned cuts to income tax or 
national insurance. Unfunded cuts 
would be inflationary, and adding to the 
debt pile is unwise. It would also be diffi-
cult to make offsetting reductions to 
spending — public services are already 
strained, and demands on government 
expenditure are only growing. A com-

prehensive plan to improve public sec-
tor productivity would help. Reducing 
the inheritance tax rate, as has been 
mooted, could be a reasonable measure 
in time, but it needs to be accompanied 
by wider reform.

Hunt should not shy away from direct 
revenue-raising policies. Cancelling the 
routine freeze on fuel duty would be 
sensible but is a no-go politically. One 
option is to reform the triple lock on 
state pensions, so they rise in-line with 
earnings growth long term. That would 
reduce outlays and would be fairer. The 
government should, however, avoid the 
temptation of uprating benefits below 
the usual September inflation baseline, 
as it would hit the most vulnerable.

Many Conservative MPs are clamour-
ing for giveaways to voters. But this is a 
government that has sought to appear 
competent and fiscally responsible — 
“long-term decisions for a brighter 
future” is its mantra. For the nation’s 
best interests, on Wednesday, it should 
stand by its word. 

Opinion Middle East

Hospitals must never 
become targets of war

MSF surgeon sent this message: “We 
don’t have electricity. There’s no water 
in the hospital. There’s no food. People 
will die in a few hours without func-
tioning ventilators. In front of the 
main gate, there are many bodies, 
there are also injured patients. We 
can’t bring them inside.” 

Hundreds of patients left al-Shifa on 
November 18, as Israeli officials urged 
civilians to make for a “safe zone” in 
the south-west of the Gaza Strip. On 
the same day the relative of an MSF 
staff member died and another was 
injured in an attack on an MSF convoy 
trying to evacuate 137 people from the 
organisation’s premises near the hos-
pital.

Israeli authorities have previously 
cited Hamas operations in al-Shifa as 
the reason for entering the hospital. 
Health worker colleagues do not have 
any direct information as to such pres-
ence and we reiterate our call for the 
respect and protection of health facili-
ties, healthcare workers and patients. 

The rules of war are very clear: civil-
ians must be spared. States waging 
war have the responsibility to appro-
priately control the conduct of hostili-
ties and, in so doing, avoid attacking 
hospitals. They also have a responsi-
bility to facilitate medical evacuations 
when needed. Such evacuations are 
impossible for doctors on the ground 
to co-ordinate when patients are 
wounded or unable to leave or when 
hospitals are surrounded or ambu-
lances struck, leaving no logistical 
means or security assurances for safe 
evacuations. Hospitals must not be  
transformed into placesof death. 

In any conflict situation, medical 
staff must be protected and given 
unhindered access to patients. Doc-
tors in Gaza right now are completely 
exhausted and overwhelmed. But 
they continue to work tirelessly to 
care for people with horrific injuries, 
while lacking essential resources and 
worrying about their own safety. In 
late October, an MSF emergency phy-
sician sent us a photo of the white-
board at Al-Awda hospital. It had been 
wiped clean of surgical cases, leaving 
only this message: “We did what we 
could. Remember us.”

I have worked as a doctor in conflict 
zones. I know that in the chaos of wag-
ing war, hospitals are often the very 
last patch of humanity available. 
Depriving civilians of access to health-
care when they need it most obliter-
ates the last glimpse of hope in a world 
of destruction. The international com-
munity must uphold the rules of war 
and not let anyone who harms vulner-
able civilians off the hook. Our com-
mon humanity must win. I add my 
voice to the many now calling for an 
immediate ceasefire in Gaza. I can’t 
believe I need to write these words 
again: “Stop these attacks”.  

The writer is the former international 
president of Médecins Sans Frontières

W hat are individuals in 
wars today? Expenda-
ble commodities, 
dead or alive. Patients 
and doctors are legiti-

mate targets. Women, children, the 
sick, the wounded and their care giv-
ers are condemned to death. Stop 
these attacks.”

I spoke these words in front of the 
UN Security Council in May 2016, in 
my previous capacity as the head of 
Médecins Sans Frontières. My speech 
was met with applause. Years later, as 
healthcare workers and patients find 
themselves caught up in conflict once 
more in both Gaza and Ukraine, I won-
der if the world was truly listening.  

In the early hours of October 3 2015, 
five air strikes hit the MSF-supported 
Kunduz trauma centre in Afghani-
stan. Patients and staff did not have 
time to escape, those who were 
wounded and immobile burnt alive in 
their beds. At MSF, we channelled our 

shock and outrage into requests for an 
independent investigation. The US 
took responsibility, concluding that it 
was a mistake made in the fog of war. 
Together with others, we demanded 
the international community under-
stand that wars must stop at the door-
steps of hospitals. 

One year later, the UNSC passed res-
olution 2286 unanimously. This con-
demned attacks on the sick and the 
wounded, medical and humanitarian 
personnel, medical transport and 
equipment, hospitals and other medi-
cal infrastructures, in line with inter-
national humanitarian law. 

Now, in 2023, all that effort, anger 
and work feels hollow. Attacks against 
healthcare workers have once again 
become commonplace during the 
Ukraine-Russia and Israel-Hamas 
conflicts. And while every case is dif-
ferent, targeting patients and their 
caregivers must remain a non-negoti-
able red line. 

As I write, medical staff and those 
who need their help are swept up in 
the relentless attacks across the Gaza 
Strip. There have been constant bom-
bardments around the al-Shifa hospi-
tal complex, the largest medical facil-
ity in Gaza. On November 15, Israeli 
forces entered the hospital while med-
ics and 600 patients remained inside, 
including babies in incubators. An 

States engaged in conflict 
have the responsibility to 
appropriately control the 

conduct of hostilities

Ahmad Hasaballah/Getty Images

can be transformative. By teaching 
business skills in these communities, 
our research shows that household 
incomes soar, increasing annual 
household consumption by more 
than 80 per cent and savings by 
up to 900 per cent. Randomised 
control trials also find positive impacts 
on diet, health and peoples’ ability to 
save for the future. Furthermore, as 
Shameran Abed, executive director of 
Brac International, and Esther Duflo, 
of MIT, point out, such approaches 
have a proven record of long-term 
success and scalability.

The path to eradicating extreme 
poverty is not singular; it is as varied as 
the continent’s challenges and 
opportunities. Our strategy must be 
comprehensive, integrating proven 
methodologies with the development 
of larger businesses, to create a 
resilient and inclusive economic 
landscape across Africa.
Taddeo Muriuki
Chief Government Relations Officer, 
Village Enterprise
Nairobi, Kenya 

Different faiths share 
some universal appeals
The Henry Mance Interview with the 
philosopher Susan Neiman was 
fascinating and important (“‘I hate the 
words pro-Israel and pro-Palestinian. 
I’m pro-peace’”, November 6). 

I was particularly struck by her 
observation that “it’s way less 
important to me that I’m a Jew than 
I’m a universalist”. 

I’m an Irish Catholic. Although being 
Irish is important to me, it’s way less 
important than being a Catholic. 
Catholicism’s universalism is what 
most appeals, so perhaps our 
standpoints are closer than might at 
first appear.
Michael Sanfey
Florence, Italy

Teachers need support to 
boost financial education 
We strongly back the House of 
Commons education select 
committee’s inquiry (“MPs launch 
inquiry into UK financial education”, 
Report, FT.com/flic, November 16). 
Many indicators point towards the fact 
that financial education has not been 
integrated into secondary schools’ 
curriculum as had been hoped when it 
was introduced in England nine years 
ago. We believe that educators need a 
greater level of support from 
government to embed financial 
education in a sustainable way.

With the pandemic proving the 
catalyst for a cashless society, and 
financial strains being created due to 
inflation and the continuing cost of 
living crisis, young people continue to 
be vulnerable to new financial 
challenges and threats.

We must engage educators, as well as 
support parents and carers, to teach 
the next generation about potential 
economic pitfalls and equip them with 
the necessary skills to be financially 
confident. Armed with the skills to 
apply financial education, young 
people and adults can be better 
prepared to manage their finances. 
Without this knowledge, the next 
generation are at risk of online scams, 
bad credit scores, and a lack of savings.

Research has found that children 
begin to form their mindset around 
money habits between the ages of three 
and seven, so it’s essential we educate 
children about money and finances 
while they are at primary school, so 
that they have confidence in handling 
money and a good understanding of 
basic transactions from a young age.

Financial education can make a 
significant contribution to financial 
freedom, help young people to develop 
responsible money habits, make 
informed career choices, navigate the 
complex financial landscape, and build 
resilience for the future. It is therefore 
crucial to increase pressure on the 
government to strengthen provision of 
financial education in schools by 
supporting teaching staff to deliver it.
Sharon Davies
Chief Executive, Young Enterprise
London WC1N, UK

Calvinist Swiss? Maybe, 
but mostly just in attitude
Charles Pugh’s letter states Switzerland 
is a highly responsible Calvinist society 
(“Politics by focus group taken to a 
whole new level”, November 16). That 
may be an attitude of mind, but in 
religious terms Switzerland is a third 
Roman Catholic and nearly a quarter 
Reformed Protestant. Nearly 30 per 
cent have no affiliation. It was majority 
Protestant about a century ago.
Steve Harrison 
London SE15, UK

Food summit underscores 
urgency for climate action
Kenza Bryan’s piece (“UN predicts 
9 per cent rise in emissions by 2030”, 
Report, November 15) is a sobering 
reminder of the scale of the climate 
crisis, on the eve of negotiations in 
Dubai at COP28 that will determine the 
future of our planet. But there are 
things the world can do that will make 
a real difference.

One of these is to address the vicious 
cycle between climate and hunger. 
Climate change exacerbates food 
insecurity by disrupting agricultural 
production and making life much 
harder for farmers, in particular 
smallholders, while food and land use 
change is responsible for at least a third 
of all greenhouse gas emissions.

The UK government’s global food 
security summit today will place a 
welcome emphasis on the relationship 
between climate change and food 
security. The summit will involve 
important new commitments on child 
malnutrition, stunting, science and 
technology, and broader efforts to 
make the global food system more 
sustainable and resilient. The UAE 
government, at the UK summit, will 
invite nations to endorse an “Emirates 
leaders’ declaration on resilient food 
systems, sustainable agriculture and 
climate action”, expected to be signed 
by more than 100 world leaders at the 
world climate action summit at COP28.

At a time of global conflict, putting 
our energy into renewed multilateral 
action on food security and climate 
change has never been more critical.
Edward Davey
Head, World Resources Institute UK
Partnerships Director, Food and 
Land Use Coalition, London SW1, UK

Why cyber security is 
so difficult to evaluate
Assessing cyber defences presents 
considerable challenges, primarily due 
to the inherent difficulty of proving a 
negative (“The alarming cyber hack at 
ICBC”, FT View, November 15). 

The absence of successful attacks 
does not confirm robust defences. Even 
estimating the likelihood of cyber 
attacks is uniquely challenging. For a 
risk like burglary, the entry points are 
typically finite and identifiable, 
allowing defensive measures to be 
evaluated. However, cyber risks evolve 
continuously as new technologies bring 
unpredictable vulnerabilities.
Rob Yau
Hong Kong
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Flawed recycling strategy 
gives UK rubbish results
I challenge you to find an office-based 
worker who wouldn’t agree with 
Henry Mance’s recent opinion piece 
that workplace recycling systems are 
generally a mess (“Why office recycling 
bins make us monsters”, Opinion, 
November 13).

Spare a thought for the poor 
office support staff, let alone the 
waste collectors.

Sadly, this microcosm of British life 
speaks to a much broader issue. The 
UK’s paper and card recycling rate has 
been in decline for the past five years 
and is on course to miss its long-term 
recycling target by up to 13 years. 
Despite the UK being the third-largest 
producer of paper and card waste in 
Europe, it ranks 25th out of 30 
European nations for the recycling of 
paper and cardboard packaging.

Far from acting to arrest the slide, 
the UK government recently 
announced plans to introduce a 
“simpler” (read: ineffective) system in 
England. Plans by the Department for 
Environment, Food and Rural Affairs 
promote mixing up paper and card 
alongside other dry recyclables. This 
approach is proven to lead to more 
contamination and poor-quality 
materials going into, and coming out 
of, the system.

Modelling our company has done 
shows that paper and cardboard 
packaging worth £2.8bn is set to end 
up in landfill or incineration by 2030. 
Leaving this amount of money on the 
table is madness, when there’s a 
thriving recycling industry ready to put 
it to good use, supporting thousands of 
jobs and creating value for the 
economy in a circular way.

Giving up on recycling is not the 
solution. The Westminster government 
should learn from proven, effective 
approaches from as far afield as 
Germany, or as close to home as Wales, 
which are both reaping the benefits of 
well-structured recycling systems.
John Melia
Strategy Development & Innovation 
Director, DS Smith Recycling
Caerphilly, Glamorgan, UK

Business skills help tackle 
extreme poverty in Africa
David Pilling’s recent article champions 
large corporations as the panacea for 
Africa’s poverty, yet this singular focus 
sidelines the critical impact of micro-
entrepreneurs in regions bypassed by 
big business (“Small isn’t beautiful 
when it comes to development”, 
Opinion, November 6). The World 
Bank underscores that extreme 
poverty clings on in remote, often 
conflict-ridden areas — precisely where 
smaller enterprises can thrive.

Evidence shows that programmes 
designed to address extreme poverty 

The Big Read (October 24) covers most 
of the points relevant to the rice crisis 
and climate change. However, it is 
important to take a closer look at rice 
production in India and the use of 
groundwater in its cultivation. 

About 10 per cent of the rice 
produced in India comes from the 
small state of Punjab, which merely 
comprises 1.53 per cent of the 
geographical area of India. Rice is not 
a staple crop of Punjab, so a large part 
of rice produced is contributed to the 
“central pool” for distribution in other 
states of India under its public 
distribution system. 

It takes about 5,000 litres of water to 

produce a kilogramme of rice in Punjab 
and the production of rice in the state 
is heavily dependent on groundwater 
for irrigation. As laid out in a report 
published by the Central Ground 
Water Board, the groundwater 
situation of this state is alarming. 

The stage of groundwater 
extraction — which indicates the 
annual groundwater consumption 
compared with the annual extractable 
groundwater resource — in Punjab is 
the highest in the country and stands at 
more than 165 per cent. About 28bn 
cubic metres a year of groundwater is 
extracted against an extractable 
resource of 17.07bn cubic metres. 

A Nasa report has also expressed 
serious concerns about the depleting 
groundwater resources in northern 
states of India. 

This situation of groundwater 
depletion in Punjab has arisen despite 
its three perennial rivers. However, due 
to political and national interests, most 
of the water from these rivers flows to 
the neighbouring states of Rajasthan 
and Haryana. The disputes over the 
river water sharing among these states 
are pending in the Supreme Court of 
India. The ecological viability of Punjab 
is important for both food security in 
India and global rice security. Keeping 
in view the long-term rice security, the 

world should discern the rice crisis that 
it could face a few decades from now.

Unless action is taken soon to save 
the groundwater of Punjab, global 
rice security will come at an expensive 
cost in the form of disastrous 
environmental consequences for 
Punjab and rice shortages at the global 
level. Hence, following the principle of 
sustainability, the food security of the 
present generation should not come at 
the cost of that of future generations.
Dr Raj Mann
Lecturer in Economics, Department 
of Finance and Economics 
Manchester Metropolitan University, 
Manchester, UK

Punjab already bears the brunt of a looming global rice crisis 

Correction

c London-based commodity broker 
Marex is not listed in the UK as 
incorrectly stated in an article on 
November 17.

Plans for simpler recycling systems 
could lead to more contamination

Joanne 
Liu



Monday 20 November 2023 ★ FINANCIAL TIMES 23

Opinion

disrupted. The Ozempic effect doesn’t 
stop there. Analysts have downgraded 
doughnut maker Krispy Kreme recently 
amid worries that Americans on 
semaglutides won’t reach for as many 
sweet treats as they have in the past. 

Last month, Walmart chief executive 
John Furner said that customers on 
obesity drugs weren’t buying as many 
groceries, which led to a brief sell-off in 
consumer staple stocks such as Mon-
delez and PepsiCo. No wonder Coca-
Cola’s chief financial officer John Mur-
phy tried to get out ahead of the issue 
earlier later last month, emphasising 
that more than two-thirds of his com-
pany’s portfolio was made up of low and 
no-calorie products.

The new weight-loss drugs will also 
disrupt the US healthcare system — the 
only question is how. Semaglutides are 
expensive, but so is obesity. 

One study found that obesity adds 
$1,861 in annual healthcare costs per 
American. But if the government 
decided that Medicare should reim-
burse for weight-loss drugs (it currently 
doesn’t) that would create huge costs, 

per cent since it rolled out its own 
weight-loss copycat Mounjaro. But both 
Pfizer and Moderna — neither of which 
have a successful semaglutide on the 
market — have seen their share prices 
plummet in recent months.  

And it’s not only companies in the 
weight-loss business that are being 
affected. In early October, when Novo 
Nordisk announced that Ozempic was 
so effective against kidney disease that 
it was stopping a trial early, shares in 
some dialysis providers tanked. 

Now, healthcare analysts say that the 
$250bn cardiovascular disease market 
could be reduced by 10 per cent by 
2050, and hundreds of billions-worth of 
additional business in treatments for 
diabetes, kidney and liver disease and 
other weight related illnesses could be 

I t’s rare that the presentation of the 
results of medical studies attract 
standing-room-only crowds. But 
that was the case a couple of weeks 
ago in Philadelphia, when medical 

professionals and media alike packed a 
ballroom at an American Heart Associa-
tion meeting. 

They were there to hear the news that 
Wegovy, one of a new group of massively 
popular weight-loss medications, could 
not only make patients a lot thinner and 
cut their risk of diabetes, but also reduce 
the chance of death from heart attack or 
stroke by 20 per cent.

Not since the rise of cholesterol-re-
ducing statins, or perhaps even pain 
medications like Advil, has a group of 
pharmaceuticals so captured the public 
imagination. Wegovy, and its better 
known cousin Ozempic, are “semaglu-
tides,” a class of drugs that slow diges-
tion and mimic the effects of natural 
appetite-reducing hormones. First 
commercialised by Danish insulin 
maker NovoNordisk, they are now 
being developed and rolled out by many 
major pharmaceutical companies. Not 
only do they lead to an average 15-20 per 
cent weight loss in obese patients, they 
also appear to protect the heart, liver 

and kidneys, organs which are often put 
under strain by excess weight.

Prescriptions for these drugs are up a 
whopping 300 per cent in the US since 
2020, despite the fact that they can cost 
between $300 and $1,300 per month. 
Bank of America expects 48mn Ameri-
cans (about one-seventh of the popula-
tion) to be on the meds by 2030. 

This reflects not only the fact three-
quarters of the US population is over-
weight, but also the impact of intense 
media interest in the drugs. They are 
being used not only by the truly over-
weight and/or diabetic patients for 
whom they were developed, but by Hol-
lywood stars and others who believe you 
can never be too rich or too thin.

Pre-diabetic patients are going on 
them to avoid more serious illness. Psy-
chiatrists are doling out prescriptions to 
patients whose antidepressants have 
caused them to put on weight. Weight-
Watchers has acquired a telemedicine 
company to start prescribing semaglu-
tides via Zoom. 

Other companies in industries rang-
ing from fast food to insurance to health 
and fitness are seeing their core busi-
ness models disrupted by drugs that 
seem to fundamentally change how 
much people want to eat.

Let’s start with the pharmaceutical 
firms themselves. If you don’t have an 
Ozempic knock-off in the development 
pipeline, your share price may take a 
hit. Novo Nordisk now has a market 
capitalisation that is higher than the 
entire gross domestic product of Den-
mark, and Eli Lilly’s share price is up 40 

Behold the 
Ozempic effect 

on business

Big players in industries 
ranging from fast food to 
insurance are seeing their 

core models disrupted

G ermany’s constitutional 
court has repeatedly 
proved its readiness to be a 
pain in the backside of 
want-to-get-it-done policy-

makers. It has long been weaponised by 
opponents of the European Central 
Bank: in 2020, it infamously usurped 
the European Court of Justice’s author-
ity to interpret European law, over 
quantitative easing. 

Last Wednesday, it was domestic eco-
nomic policy that the country’s top 
court torpedoed. The judges in Karl-
sruhe barred a €60bn budgetary move 
made in the early days of the coalition 
government of social democrats, liber-
als and greens. 

Because of the pandemic, the strict 
rules of the “debt brake” limiting public 

borrowing were still suspended in 2021. 
When the government took office late 
that year, it used a supplementary 
budget — for 2021 even if passed in 2022 
— to shift unused borrowing authorisa-
tion from the main budget into a sepa-
rate off-budget multiyear fund for green 
investments. The court has now found 
that this contravened the constitution’s 
strict rules against deficit funding. 

The striking down of that budget 
manoeuvre presents an immediate eco-
nomic challenge. Even Europe’s largest 
economy cannot effortlessly pull 
another €60bn (more than 1.5 per cent 
of annual output) out of its sleeve. If the 
state has already committed any of the 
money, then tough luck: the court says it 
“must compensate for this through 
other means”.

That is not insurmountable: the 
€60bn was to be spent over several 
years. Calculations can be tweaked, 
technical adjustments made, safety 
margins and reserves maxed out to find 
more money. Against that, the ruling 
threatens other off-budget funds too, at 
both federal and state levels.

The alternative of not doing the cli-

pursue the economic policy most now 
deem essential for both industrial 
revival and planetary survival. Ger-
many has been hoist on its own ordolib-
eral petard.

This will matter in EU politics too. 
Finance ministers are trying to agree, by 
the end of the year, on a replacement for 
the bloc’s fiscal rules — whose main con-
tribution must be to make fiscal sustain-
ability compatible with more invest-
ment. At a late stage in the talks, Chris-
tian Lindner, the liberals’ finance minis-
ter, has demanded stricter annual 
deficit limits that even Germany’s most 
frugal friends did not call for.

It is not a good look to lecture others 
on fiscal discipline and the need for 
tougher rules while your highest court 
slaps you down for accounting trickery 
to circumvent your own. If Berlin 
resorts to new budgetary manoeuvring 
rather than hard economic choices, it 
will not aid Lindner with his EU coun-
terparts.

Conversely, if the German govern-
ment responds with serious tax rises or 
spending cuts to sustain its full invest-
ment ambitions, he will be able to say he 

mate spending would be disastrous after 
two decades of under-investment in an 
economy that urgently needs to be fit-
ted out for net zero and a geopolitically 
precarious world. Berlin will no doubt 
have to look hard at raising taxes.

The political fallout could be greater 
than the economic consequences. The 
original manoeuvre played a key role in 
making the coalition possible: it could 
satisfy the greens’ climate ambitions 

while reassuring the liberals’ fiscally 
conservative voters that German 
budget probity was being honoured. 

But now the court has made it plain 
that you can’t have it both ways. Hard 
legal limits on deficit financing, which 
Berlin introduced in the global financial 
crisis and pushed hard on the rest of 
Europe, make it extremely difficult to 

The political fallout of the 
constitutional court’s ruling 

could be greater than the 
economic consequences

I n a historic turn, China’s rise as an 
economic superpower is reversing. 
The biggest global story of the past 
half century may be over.    

After stagnating under Mao 
Zedong in the 1960s and 70s, China 
opened to the world in the 1980s — and 
took off in subsequent decades. Its share 
of the global economy rose nearly ten-
fold from below 2 per cent in 1990 to 
18.4 per cent in 2021. No nation had ever 
risen so far, so fast.   

Then the reversal began. In 2022, 
China’s share of the world economy 
shrank a bit. This year it will shrink 
more significantly, to 17 per cent. That 
two-year drop of 1.4 per cent is the larg-
est since the 1960s. 

These numbers are in “nominal” dol-
lar terms — unadjusted for inflation — 

the measure that most accurately cap-
tures a nation’s relative economic 
strength. China aims to reclaim the 
imperial status it held from the 
16th to early 19th centuries, when its 
share of world economic output peaked 
at one-third, but that goal may be slip-
ping out of reach.    

China’s decline could reorder the 
world. Since the 1990s, the country’s 
share of global GDP grew mainly at the 
expense of Europe and Japan, which 
have seen their shares hold more or less 
steady over the past two years. The gap 
left by China has been filled mainly by 
the US and by other emerging nations.    

To put this in perspective, the world 
economy is expected to grow by $8tn in 
2022 and 2023 to $105tn. China will 
account for none of that gain, the US will 
account for 45 per cent, and other 
emerging nations for 50 per cent. Half 
the gain for emerging nations will come 
from just five of these countries: India, 
Indonesia, Mexico, Brazil and Poland. 
That is a striking sign of possible power 
shifts to come.   

Moreover, China’s slipping share of 
world GDP in nominal terms is not 

already lowered its share of the world 
working age population from a peak of 
24 per cent to 19 per cent, and it is 
expected to fall to 10 per cent over the 
next 35 years. With a shrinking share of 
the world’s workers, a smaller share of 
growth is almost certain. 

Further, over the past decade, China’s 
government has grown more meddle-
some, and its debts are historically high 
for a developing country. These forces 
are slowing growth in productivity, 
measured as output per worker. This 
combination — fewer workers, and 
anaemic growth in output per worker — 
will make it difficult in the extreme for 
China to start winning back share in the 
global economy.

In nominal dollar terms, China’s GDP 
is on track to decline in 2023, for the first 
time since a large devaluation of the ren-
minbi in 1994. Given the constraints to 
real GDP growth, in the coming years 
Beijing can only regain global share with 
a spike in inflation or in the value of the 
renminbi — but neither is likely. China is 
one of the few economies suffering from 
deflation, and it also faces a debt-fuelled 
property bust, which typically leads to a 

based on independent or foreign 
sources. The nominal figures are pub-
lished as part of their official GDP 
data. So China’s rise is reversing by Bei-
jing’s own account. 

One reason this has gone largely 
unnoticed is that most analysts focus on 
real GDP growth, which is inflation-
adjusted. And by adjusting creatively 
for inflation, Beijing has long managed 

to report that real growth is steadily hit-
ting its official target, now around 5 per 
cent. This in turn appears to confirm, 
every quarter, the official story that “the 
east is rising.” But China’s real long-term 
potential growth rate — the sum of new 
workers entering the labour force and 
output per worker — is now more like 
2.5 per cent. 

The ongoing baby bust in China has 

It is one of the few 
economies suffering from 

deflation, and it also faces a 
debt-fuelled property bust
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too. Insurance companies have long 
complained about obesity-related costs, 
but also don’t like the idea of tens of mil-
lions of Americans suddenly going on 
semaglutides. Analysts say the jury is 
out on whether costs for the system as a 
whole would decline, but it seems likely 
if you take into account the possible 
reductions in conditions such as kidney 
failure, blindness, heart disease and 
liver complaints.

Of course, the new miracle weight-
loss drugs do nothing to address many 
of the underlying causes of American 
obesity, from an out-of-date farm sub-
sidy system that encourages the over-
production of unhealthy food, to 
sprawling suburbs where people are 
forced to spend large swaths of their 
time in their cars. You can’t fix any of 
that with a pill. We also don’t yet know 
what the long-term heath ramifications 
of taking these pills for years or even 
decades will be. What we do know is that 
they are already transforming fortunes 
as well as waistlines across America.  

rana.foroohar@ft.com

Berlin is hoist with its own legalistic petard

practises what he preaches. But don’t 
expect too much of that: those who 
object loudest to public borrowing are 
usually also the strongest opponents of 
higher taxes, while few politicians like to 
cut spending. Either way, the next days 
of budget talks in Berlin will matter for 
those in Brussels.

Something good could come out of 
this, if the Karlsruhe ruling triggers a 
serious debate in Germany about how 
best to do economic policy — and eco-
nomic politics. For the belief in strict 
rules reflects a desire to take the politics 
out of economic management. That 
betrays politicians’ lack of confidence in 
one another — but most profoundly, in 
their own rectitude.

That is the root of Germany’s ordolib-
eral economic philosophy, for historical 
reasons, but can be found through much 
of Europe. It is, however, an illusion. Eco-
nomic policy is ineradicably political; 
the question is how to make it responsi-
bly so. If this legal curveball provokes 
answers to that, in Germany and in the 
EU, it will have been well worth it.

martin.sandbu@ft.com

devaluation of the local currency.   
Investors are pulling money out of 

China at a record pace, adding to pres-
sure on the renminbi. Foreigners cut 
investment in Chinese factories and 
other projects by $12bn in the third 
quarter — the first such drop since 
records begin. Locals, who often flee a 
troubled market before foreigners do, 
are leaving too. Chinese investors are 
making outward investments at an unu-
sually rapid pace and prowling the 
world for real estate deals.    

China’s President Xi Jinping has in the 
past expressed supreme confidence that 
history is shifting in his country’s 
favour, and nothing can stop its rise. His 
meetings with Joe Biden and US chief 
executives at last week’s summit in San 
Francisco did hint at moderation, or at 
least a recognition that China still needs 
foreign business partners. But almost no 
matter what Xi does, his nation’s share 
in the global economy is likely to decline 
for the foreseeable future. It’s a post-
China world now.   

The writer is the chair of Rockefeller
International

China’s long rise is reversing 

E uropean leaders will face a 
historic decision at their next 
summit in December. After 
years of prevarication, they 
must decide whether the EU 

is finally ready to accept new members. 
Geopolitical shocks such as the war in 
Ukraine, but also the growing prospect 
of a long-term rivalry with China, have 
precipitated this moment of truth. Yet 
the real dilemma lies elsewhere. As the 
EU charts a path for the accession of new 
countries including Ukraine, Moldova 
and Bosnia and Herzegovina, the ques-
tion of Turkey looms large.

Had Turkey pursued its reform 
agenda, the task facing EU leaders 
would have been much simpler. Already 
a candidate country since 1999, 
Ankara’s progress could then have been 
judged on the same merits as the 
remaining members of this club of 
aspirant nations. However, over the past 
decade, Turkey has drifted away from 
European norms on democracy and the 
rule of law. This backtracking stands in 
contrast to the logic of EU enlargement, 
which is predicated on the will to 
reform. The lack of a domestic consen-
sus for reform, as evidenced by the May 
2023 elections, shrouds the future of 
Turkey-EU relations in uncertainty.

This uncertainty has persisted, as 
there has been no tangible progress on 
the Turkey-EU agenda for years. But 
Europe can no longer postpone the inev-
itable. Making a historic opening to new 
nations while sidestepping the issue of 
Turkey would be a truly superficial out-
come for December’s summit.

This can be resolved by redefining 

Europe’s long-term relationship with 
Turkey, based on four key principles. 
First, Turkey needs to remain a candi-
date for enlargement. Despite the nega-
tive developments of the past several 
years, there is no value in challenging its 
status as one — especially given that, 
despite having failed to capture political 
power, there is a strong domestic con-
stituency in Turkey interested in 
advancing the prospect of political inte-
gration with the EU.

Second, the changed circumstances 
should be reflected in the creation of a 
European framework for relations with 
Turkey. Viewed from Ankara, the EU 
has been unable to provide a channel of 
positive engagement with Turkey at this 
time of geopolitical upheaval. This has 
also complicated the championing of a 
domestic narrative to counter the strong 
scepticism about the west that perme-
ates public discourse. Viewed from 
Brussels, this lack of engagement has 
resulted in a total loss of leverage over 
Turkish policy, domestic or foreign. 

Third, the new framework should aim 
to improve Turkish governance, in con-
trast to the accession track which 
remains focused on political rights. A 
concrete achievement can be the green-
lighting of negotiations for the deepen-
ing of the Turkey-EU customs 
union. Broadening this arrangement to 
include services would lead to Turkey’s 
policies converging with those of the EU, 
enhancing policy predictability and the 
rule of law. This initiative, along with 
visa liberalisation, policy convergence 
in green and digital sectors, energy col-
laboration and joint diplomacy in Africa 
and Central Asia, could profoundly 
reshape Turkey-EU political relations.

Finally, the new deal between Turkey 
and the EU must recognise today’s glo-
bal landscape. Regardless of whether 
Turkey can ever become an EU mem-
ber, neither entity would be well served 
by a future of rivalry and antagonism. 

The deal should foster a gradual and 
sustainable rapprochement, acknowl-
edging Turkey’s aim of strategic auton-
omy and its growing identification with 
the concerns of the Global South. This 
embedding of Turkey, with its own 
capabilities and sensibilities, in the EU’s 
strategic plan, could contribute to a 
revitalised western alliance that is bet-
ter equipped to respond to a cornucopia 
of regional and global challenges. This is 
the crucial test for Europe’s leaders as 
they prepare for this decisive summit. 

The writer is the director of the Istanbul-
based Edam think-tank and a senior fellow 
at Carnegie Europe
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