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FT PERSON OF
THE YEAR 2023

Anti-obesity
drug pioneer
Jorgensen

Lars Fruergaard Jorgensen, chief of
Novo Nordisk, has been chosen as the
Financial Times Person of the Year.

The Danish drugs group, which
overtook LVMH this year as Europe’s
most valuable company, is behind the
game-changing obesity treatments
Wegovy and Ozempic.

Fuelled in part by slimming celebri-
ties, they are the first safe and readily
available treatments for a disease esti-
mated to affect 1bn people by 2030.

In his low-key way, Jorgensen is pio-
neering an innovation that could have
a profound impact not just on health-
care but on societies, public finances
and our relationship with food.
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Activist Cevian bets €1.2bn on UBS
doubling its valuation in three years

e Tenth of portfolio committed e Big punt on wealth management @ No plan to push for board seat

STEPHEN MORRIS, OWEN WALKER
AND HARRIET AGNEW — LONDON

Activist investor Cevian Capital has
taken a €1.2bn stake in UBS, betting
that the Swiss bank can double its valua-
tion over the next three to five years.

Cevian, Europe’s largest activist
investor, has committed just under a
tenth of its total portfolio to UBS since
the Swiss bank rescued its rival Credit
Suisse in March, according to people
with knowledge of the approach. Cevian
is now a top-10 investor in UBS.

“Thisis the biggest opportunity in glo-
bal financials,” Lars Férberg, Cevian’s
co-founder, told the Financial Times.
“UBSis valued like an average European
bank, not as a leading global wealth
manager.” He pointed out that if the val-
uation gap with Morgan Stanley were to

close, UBS’s shares would be worth
more than double their current price.

Unlike more aggressive US rivals,
Cevian works behind the scenes with its
portfolio companies, which it aims to
hold for three to five years. People famil-
iar with its strategy said Cevian was not
seeking a board seat at UBS and did sup-
port chair Colm Kelleher and chief exec-
utive Sergio Ermotti.

Shares in UBS are up just over 50 per

Lex.

In UBS’s defence,
under-promising
and over-delivering
is a decent plan. It
must now squeeze
more profits from
its US wealth arm
and raise its value

cent since it agreed to take over Credit
Suisse. They climbed a further 3.3 per
cent to close at SFr26.18 after the FT’s
report was published online yesterday.
While UBS is one of Europe’s most val-
uable banks, it still heavily trails Wall
Street peers. The Swiss lender trades at
about 1.2 times tangible book value,
compared with about two times for
Morgan Stanley; both banks have large
wealth management operations.
Previous activist campaigns at Euro-
pean banks include Edward Bramson’s
Sherborne Investors failing to convince
Barclays’ other shareholders of his plan
to shrink its investment bank, which
ended in 2021. When Knight Vinke
called for UBS to split its wealth arm
from its investment bank a decade ago,
italso struggled to persuade others.

Cevian has form in the sector, with
previous investments in Danske Bank
and Swedbank and a position in Nordea,
the largest retail and corporate bank in
the Nordics, where it has a board seat.

People with knowledge of Cevian’s
view of UBS said the investor had
tracked the bank for about 15 years. It
had come close to taking an activist
position in Credit Suisse before it col-
lapsed, they added, but considered the
investment too risky.

The activist believes UBS can be more
profitable by increasing its focus on
wealth management, especially in the
US where it lags behind Morgan Stanley,
according to those people.

Morgan Stanley has shrunk its invest-
ment bank since the financial crisis and
concentrated on building its wealth

management business, which generates
steadier profits.

“From an earnings and valuation
point of view, UBS should really be seen
as a wealth manager with a banking
licence, not a bank with a wealth man-
agement business,” said Forberg. “The
notion that large companies can’t be
changed is not right. There are many
levers you can pull . . . We believe that
UBS can become significantly more
profitable over time.”

Other long-term investment groups
have also increased their holdings in
UBS this year. US asset managers Fid-
elity and Capital Group between them
raised their stakes more than SFr1.5bn
and are now top-10 independent share-
holders, according to S&P Capital IQ.

UBS declined to comment.

» Pimco fears economy is
heading for hard landing
The risk of a serious economic
downturn next year is high, one of
the biggest active bond fund
managers haswarned, asit runs
larger than usual bets on UK
bonds relative to those from the
US in anticipation of the economic
strain.— PAGE 11; PAY DEALS, PAGE 3

» Israel ‘ready’ for truce
President Isaac Herzog has said
Israel is open to a new temporary
truce with Hamas to secure the
release of 129 hostages still being
held by Palestinian armed groups
in Gaza.— PAGE 7; MAERSK AVOIDS
SUEZ, PAGE 9; DANA EL KURD, PAGE 23

» Brexit costs hit exporters
Businesses that export to the EU
are facing mounting costs three
years after Brexit as the result of
emerging regulatory challenges,
the British Chambers of
Commerce has warned.— PAGE 2

» Kyiv call-up for long war
Ukraine’s military chiefs have
asked Volodymyr Zelenskyy to
mobilise up to 500,000 people
asthe country gearsup fora
protracted war of attrition against
Russian forces next year.— PAGE 4

» Businesses warned on Al
Most companies are not primed to
deploy generative artificial
intelligence at scale because they
lack strong data infrastructure or
the controlsto ensure it is used
safely, Accenture has said.— PAGE 8

» Hipgnosis numbers stuck
The music rights owner has
delayed the release of its first-half
results, saying an independent
valuation was “materially higher”
than that implied by recent
industry deals.— PAGE 11; LEX, PAGE 14

» Nikola boss gets jail term
Trevor Milton, the electricand
hydrogen-powered truckmaker’s
founder, has been sentenced to
four years in prison for lying about
his start-up’s technologies in order
to boost its share price.— PAGE 10

» Crossword and Lex

The Lex column and the FT
crossword can be found today on
Page 14.
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Scotland’s 45% income tax band widens
gap with high earners elsewhere in UK

British Museum accused
over £50mn deal with BP

The British Museum has struck a
£50mn sponsorship deal with oil and
gas group BP, triggering outrage from
green campaigners who said they
would take legal advice on blocking it.
The extension of a partnership dating
back to 1996 will provide cash for a
£1bn modernisation of one of the UK’s
most loved institutions. Greenpeace hit
out at ‘brazen greenwashing’. Culture
Unstained said the deal was in breach
of the museum’s climate commitments.
Culture war » PAGE 2
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The Scottish government has raised
income tax rates for higher earners,
widening the gap between what better-
off Scots and their counterparts in the
rest of the UK pay.

Shona Robison, the Scottish National
party’s finance secretary, used tax-
raising powers handed to the Holyrood
government in 2016 to announce a new
45 per cent income tax band next year
for people earning between £75,000 and
£125,140 a year.

The top rate of tax paid by those earn-
ing above £125,140 will also rise from 47
per cent to 48 per cent from April. A 42
per cent rate will remain for those earn-
ing between £43,633 and £75,000, and
the £43,633 threshold will be frozen.

In the rest of the UK, a higher rate of

between £50,271 and £125,140, with
earnings above that taxed at 45 per cent.

The Scottish Fiscal Commission
spending watchdog said that the full
package of policy announcements in
Robison’s 2024-25 budget would raise
an additional £82mn in income tax
receipts next year.

The SNP said the tax increases were
needed to help fund health service
spending and to compensate for a freeze
in local council taxes it had imposed. It
blamed the Conservative government in
Westminster for a real-terms cut in
funding from the UK government.

Asaresult, residents in Scotland earn-
ing above £26,561 will pay more in
income tax than those in the rest of the
UK, according to the SFC. The watchdog
said tax changes since 2017 meant those
earning £100,000 a year in Scotland

tax than those elsewhere. Earners on
£50,000 would pay £1,542 more.

Robison said there would be no
change to the tax rates for low and mid-
dle income earners, and the govern-
ment would widen the current tax band
for starter, basic and intermediate earn-
ers in line with inflation. Scotland will
have six income tax bands, compared
with three for the rest of the UK.

She told MSPs that chancellor Jeremy
Hunt’s Autumn Statement last month
had represented a “worst-case scenario”
for Scotland. She said the block grant —
transferred to Scotland each year to
fund public services — had fallen 1.2 per
centin real terms since 2022-23.

The Fraser of Allander Institute, a
think-tank, has previously estimated
the Scotland would face a £1.5bn short-
fall next year because of “increased
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Business lobby

Exporters to EU face increasing costs

Trade body calls for further

post-Brexit agreements to
reduce burden of red tape

PETER FOSTER

British businesses that export to the EU
are facing mounting costs three years
after Brexit as aresult of emerging regu-
latory challenges, including new carbon
taxes, VAT changes and new border con-
trols, the British Chambers of Com-
merce has warned.

In an assessment of trading condi-
tions with the bloc three years after the
EU-UK Trade and Cooperation Agree-
ment came into force, the trade body
warned that businesses were becoming
mired in so much red tape from new EU
rules that it was easier for many to trade
with more distant countries.
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Statistics Authority

Watchdog
rejects Sunak
claim that

debt s falling

GEORGE PARKER AND LUCY FISHER

Rishi Sunak has been reprimanded by
the statistics watchdog for claiming
that “debt is falling”, a boast intended
to suggest he is meeting one of his self-
imposed “five tests” for 2023.

Sir Robert Chote, chair of the UK Statis-
tics Authority, noted that national debt
is not already falling and said the claim
“may have undermined trust in the gov-
ernment’s use of statistics”.

Sunak said “debt is falling” in a video
posted on social media following the
King’s Speech on November 7 and that
“we have indeed reduced debt” at prime
minister’s questions on November 22.

Chote said in a letter to Liberal Demo-
crat Treasury spokesperson Sarah
Olney “the average person in the street”
would “likely have assumed that he was
claiming that debt was already falling or
that the government’s policy decisions
had lowered it at fiscal events — neither
of which is the case”.

He added that Downing Street had
explained Sunak’s claims by saying the
prime minister was referring to the
Office for Budget Responsibility’s fore-
cast that debt would be falling as a share
of gross domestic product in the final
year of its five-year forecast, in line with
the government’s fiscal rule.

The OBR said in its November fore-
casts that underlying public sector net
debt was due to rise from 84.9 per cent
of GDP last year to a 93.2 per cent peak
in 2026-27.

Sunak told the cabinet yesterday that
inflation had halved since January,
meeting one of his five tests, but that
other tests, including the debt-cutting
promise, have been harder to achieve.

The government said: “The OBR is
crystal clear; thanks to the long-term
decisions we have taken, we are on track
togetdebt falling.”

Olney said: “Rishi Sunak knows he
has no good story to tell on the UK econ-
omy, so has resorted to making one up.”

BCC director-general Shevaun Havi-
land warned that coming rule changes
would have “big repercussions” for
business that the government must not
ignore if it wanted to deliver growth.

“If we want to get businesses growing
then we need to boost our exports, and
the EU is our number one market,” she
said. “That’s a reality that should not be
ignored by our political parties.”

The worst hit sectors are agrifood,
chemicals and advanced manufacturing
that, having already adopted post-
Brexit customs changes, are now facing
reporting rules on supply chains, carbon
emissions and plastic packaging usage.

The EU move to phase in a carbon
border tax regime from October 2023
was already hitting businesses, which
must provide data on carbon usage to
EU importers, with taxes being imposed
from January 2026, the report noted.

UK companies were having to adopt
“processes for weekly, and in some cases
daily, monitoring of gas usage”, to pro-
vide the information related to the
reporting requirements, it added.

The BCC, which represents 50,000

‘If we want to get businesses
growing we need to boost
our exports, and the EU is
our number one market’

mostly smaller UK businesses, urged
the government to seek simplifications
to the reporting process and legally
merge the EU and UK carbon pricing
schemes to avoid such border bureauc-
racy. It cited a July 2023 membership
survey that found almost two-thirds of
UK exporters said trading with the EU
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Culture war
Museums BP
deal prompts
court threat

Structural support: the British
Museum’s partnership with BP
dates back to 1996 but has drawn
increasing criticism from climate
activists who say the link smacks
of greenwashing — charie siby/rr
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was more difficult than a year ago, com-
pared with only one-fifth of exporters to
the rest of the world.

In the agrifood sector, the UK contin-
ues to have worse access to the EU than
countries such as New Zealand, with the
BCC backing a plan by the Labour party
for Brussels and the UK to come to a vet-
erinary agreement to remove barriers to
trade.

Mark Fane, chief executive of Crocus,
an online garden retailer that employs
250 with a turnover of £30mn, said the
business had recently been forced to
give up a £10,000 order to Ireland after
falling foul of EU rules on soil types. “It’s
death by a thousand cuts,” he said.

Fane added that the business was now
focused on the UK market, but was still
supplying non-EU clients. “It hastobe a
bit ridiculous that we can supply the
Middle East but not southern Ireland.”
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The BCC listed a range of other meas-
ures toimprove trade, including seeking
simplified VAT arrangements for small
businesses, closer regulatory alignment
in sectors such as chemicals and
improved mobility arrangements for
service professionals.

The Department for Business and
Trade said the UK exported more than
£360bn worth of goods and services to
the EU in the year to June, an increase of
17.1 per cent in current prices on the pre-
vious 12 months.

But the department acknowledged
that there were “some issues”. It went on
to point out that it was “working closely
with the EU on solutions, including
changes to the Border Operating Model
and the introduction of a Single Trade
Window, that will make it easier for UK
businesses to trade”.

The FT View page 22
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The British Museum has struck a
£50mn sponsorship deal with BP
despite vocal opposition to the
partnership from environmental
campaigners.

The agreement announced yesterday
will help fund a £1bn modernisation of
one of the UK’s most popular cultural
institutions over the next decade and
extends a partnership with the oil and
gas group dating to 1996.

Sir Charlie Mayfield, former chair of
the John Lewis Partnership and a
trustee of the British Museum, said he
was grateful for BP’s support, adding
that the extensive modernisation was
“essential” for the institution’s future.

The work will involve replacing the
mechanical, electrical and plumbing
systems in the 170-year-old museum,
and refurbishing public galleries.

The museum’s decision to renew its
partnership with BP was criticised by
environmental campaign groups and

................................................................................
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Northern Ireland
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activists. Culture Unstained, which has
held protests over the museum’s ties
with BP for nearly a decade, said the
decision was “indefensible”.

Chris Garrard, co-director of Culture

Unstained, said: “We believe this
decision is illegitimate and in breach of

"We will be seeking legal
advice to mount a
formal challenge to

|the BP sponsorship]|

the museum’s own climate
commitments and sector-wide codes
and will be seeking legal advice to
mount a formal challenge to it.”
Greenpeace said that the deal was
“brazen greenwashing” and should be
terminated. “No cultural establishment
that has a responsibility to educate and
inform should be allowing fossil fuel

...............................................................................
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Minister makes ‘final’ £3.3bn
funding offer for Stormont

JUDE WEBBER — DUBLIN

The government made a “final” £3.3bn
offer for Northern Ireland yesterday
and told the biggest unionist party that
“now is the time” to decide on return-
ing to the Stormont executive.

The emergency finance package was
almost a third higher than the £2.5bn
presented last week, which was rejected
by all parties in the region as too low.

Northern Ireland secretary Chris
Heaton-Harris said the cash would be
available to the incoming executive
when Stormont returned but set no
deadline after the Democratic Unionist
party scuppered London’s hopes of a
pre-Christmasdeal.

“Now is the time for decisions to be
made,” he said after meeting the region’s
main parties at Hillsborough Castle at
the end of several days of tough talks.

Stormont has been paralysed for
almost two years after the DUP pulled
out of the power-sharing executive in a
dispute over Brexit trade rules that it
says harm Northern Ireland’s place in
the UK and ability to trade with Britain.
Heaton-Harris insisted that after eight

months of bilateral talks with the DUP,
those concerns had also been addressed.
“From our perspective, those talks on
all the issues of substance have reached
a conclusion,” he said.

DUP leader Sir Jeffrey Donaldson dis-
agreed. “We are very clear there is not
yet agreement finalised on the issues of
substance,” he said.

The fresh financial package includes a
new calculation of how much Northern
Ireland needs in financing, a write-off of
previous overspends and extra cash to
cut health service waiting lists.

Donaldson insisted it was not enough.
“There is not yet a basis within that
financial offer to deliver the financial
stability that Northern Ireland needs in
the yearsahead,” he said.

He urged Heaton-Harris to release
£584mn earmarked in it for public sec-
tor pay rises without waiting for Stor-
mont’s return. A dozen unions have
backed plans for a day of strikes on Jan-
uary 18 to demand the money for public
sector pay be released immediately.

Donaldson said he was also waiting
for legislation from London to ease his
party’s Brexit concerns.
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companies to pay them to clean
their image, not least the British
Museum,” said Doug Parr,
Greenpeace UK’s policy director.

The modernisation includes an
architectural competition to
redevelop about 7,500 square
metres of gallery space to showcase
its extensive collection of ancient
Egyptian, Greek and Roman
artefacts.

Louise Kingham, senior vice-
president at BP, said: “We are proud
to be a long-term partner to this
important British institution and
play our part in its future
transformation.”

BP previously funded a lecture
theatre as part of a redevelopment
project at the turn of the
millennium. It has also sponsored
several special exhibitions, most
recently in 2020.

Rafe Uddin

................................................................................
--------------------------------------------------------------------------------
--------------------------------------------------------------------------------

Pay dispute

............................................................................
----------------------------------------------------------------------------
............................................................................

Planning reform

Housing goals
have not been
‘abandoned’
insists Gove

JOSHUA OLIVER

Michael Gove yesterday insisted he had
not “abandoned” housing targets fol-
lowing criticism of new planning poli-
cies that would give local authorities
latitude to build fewer homes than offi-
cial calculations suggest are needed.

In a speech, the housing secretary said
the fresh approach would focus on
ensuring local governments had plans
in place to guide development and put
pressure on councils to swiftly process
building applications.

Gove said housing targets based on
calculations of local needs would
“remain the basis” of the system but
confirmed these would be “advi-
sory’. He added the approach would be
a “sensitive adjustment in meeting tar-
gets, not their abandonment”.

The government has been under pres-
sure over its failure to reach its goal of
building 300,000 homes a year to tackle
the acute housing shortage, but has
been forced to compromise with Con-
servative MPs who have pressed for
housing targets to be watered down.

Gove said opposition to development
was “not unreasonable”. The policy had
to cater to concerns over the environ-
ment, services and the aesthetics of new
structures to “[win] back support”.

Housing and property industry
groups said the changes would mean
fewer houses being built. Ian Fletcher,
policy director at the British Property
Federation, said: “The government is
watering down its own national targets
and creating more obstacles and delays
to housing delivery.”

Kate Henderson, head of the National
Housing Federation, which represents
associations that provide affordable
housing, said: “These changes, which
effectively relax local housing targets,
will result in fewer homes; and meas-
ures to get councils building and
approving applications, whilst positive,
won’t be enough to offset this risk.”

In an interview with the Times yester-
day, Gove said local authorities in Eng-
land would have three months to put in
place plans to meet their housing needs,
with those that did not potentially losing
their planning powers indefinitely to
independent planning inspectors.

In his speech, he said councils would
need to provide “rigorous evidence” to
justify building fewer homes and that
the government would publish “league
tables” tracking the speed of planning
approvals and delivery of targets.

Opposition leader Sir Keir Starmer
has pledged to bring back the local tar-
gets, as he tries to position Labour as
“the party of home ownership”.

The speech came as the government
published long-awaited changes to the
National Planning Policy Framework
(NPPF), which sets out planning and
land-use policies for England. The
changes confirmed concessions Gove
made last year after pressure from back-
bench Tory MPs that the calculations of
each area’s minimum housing needs
would be an “advisory starting point”.
The revised NPPF also says councils will
not have to review greenbelt boundaries
or allow building “significantly out of
character” to meet housing needs.

Research for the Home Builders Fed-
eration (HBF), the body for housebuild-
ers, found changes to the NPPF could
mean 77,000 fewer homes built a year.
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NHS routine care hit as junior
doctors begin latest walkout

LAURA HUGHES

Junior doctors in England will walk out
for three days from today in a signifi-
cant escalation of their battle for a
35 per cent pay rise as the health serv-
ice grapples with one of its toughest
winters on record.

The NHS said the latest round of indus-
trial action would affect “almost all rou-
tine care”, with consultants being asked
to step in for their junior colleagues.

The strike will end at 7am on Satur-
day, leaving the health service to priori-
tise urgent and emergency care for 72
hours. Gloucestershire Hospitals NHS
Foundation Trust said it had temporar-
ily closed the accident and emergency
department at Cheltenham hospital asa
result of the action.

Health leaders have expressed con-
cern about the effect of another stop-
page on the service as it responds to
additional strain brought on by winter.

The wave of strikes that started in
December last year has compounded
pressures on the NHS, with about1.2mn
operations and appointments cancelled
since it began. After five weeks of talks

with ministers, the British Medical
Association, the main doctors’ trade
union, said this month that junior doc-
tors would walk out between December
20 and December 23, and between Janu-
ary 3 and January 9. Junior doctors in
Wales have also announced a three-day
strike over pay from January 15.

Professor Sir Stephen Powis, national
medical director of NHS England, said
today’s stoppage would cause “huge dis-
ruption” across the service and put it
“on the back foot”.

Health secretary Victoria Atkins has
said if the strikes were called off, the
government would “immediately look
to come back to the table to continue
negotiations”. Robert Laurenson and
Vivek Trivedi, co-chairs of the BMA jun-
ior doctors’ committee, said they had
still not heard a ‘final offer’ from Atkins.

Downing Street said the strikes would
have a “significant impact” on patients,
adding: “We would encourage junior
doctors to consider carefully the
extremely significant impact striking at
such a challenging time will have, both
on the NHS and for individual patients,
and to return to talks.”
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Big pay deals
likely to keep
rates higher
for longer

Two studies point to continuing largesse and
significant increases for younger employees

DELPHINE STRAUSS

Pay deals are running at levels that will
incline the Bank of England to keep
interest rates high for longer than its
peers as employers prepare for a big rise
in the wage floor in the new year.

Two sets of data released today show
no change in the generosity of recent
pay awards by large employers as the
main wage bargaining season nears.
Meanwhile they expect to make only
slightly lower awards in 2024.

Figures from the research group
XpertHR showed the median basic pay
award remained at 6 per cent in the
three months to November, a level not
sustained for more than 30 years.

A second research group, IDR, pub-
lished the findings of a poll showing that
a quarter of large, private sector
employers expect their main pay rise for
staff in 2024 will be at least 5 per cent,
with almost half planning to award pay
increases between 4 and 4.99 per cent.

Younger workers are set to benefit
from a big rise in the minimum wage.

Wage growth is ‘several
percentage points’ above
the level consistent with
2 per cent inflation

The main hourly rate for adults is set to
rise 9.8 per cent next April but analysis
by the Resolution Foundation think-
tank, published today, highlights the
large numbers who will receive a 15 per
cent rise for 18- 20-year-olds and 21 per
cent for 16- 17-year-olds.

The figures show the extent to which
pay pressures are enduring even as
inflation starts to fall and stagnating
output makes bosses less eager to hire.

This is the main reason BoE rate set-
ters took a more hawkish line than their
European and US peers last week, mak-
ing clear they needed more evidence of
inflationary pressures easing before
they could consider cutting rates from
their 16-year high of 5.25 per cent.

Ben Broadbent, a BoE deputy gover-
nor, said on Monday that while wage
growth had fallen from a summer peak
of 8.5 per cent on official measures, con-
tradictory data meant the BoE would
want to see a “more protracted and
clearer decline” before concluding
things were on adownward path.

Sarah Breedon, the newest member of
the MPC, said that on most measures
wage growth was “several percentage
points” above the level consistent with 2
per cent inflation, given the weakness in
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London stocks

UK productivity growth. Official data
points to a sharp recent slowdown in
private sector pay growth, offset by
bumper pay awards in the public sector.
Breedon said she would be alert to any
signs “that the loosening in the labour
market is accelerating, and wage growth
is falling more sharply than expected”.

But there was little sign of that in the
figures published today.

Sheila Attwood, content manager at
XpertHR, said that despite a deteriorat-
ing economy and loosening labour mar-
ket, employers had “indicated that
there may only be a small drop-off” in
awards in 2024, with the “going rate”
likely to edge down to about 5 per cent.

Zoe Woolacott, senior researcher at
IDR, said: “Although the coming trend
in pay awards is likely to be down on the
past year . . . they are likely to remain
higher than they were prior to 2023.”

While affordability was employers’
main concern when setting pay, four-
fifths told IDR that pressure to offer
competitive salaries was a key factor,
with a significant minority affected by
the rising minimum wage.

The surveys are important because
official pay data has been unusually vol-
atile in recent months and alternatives,
such as the Recruitment & Employment
Confederation’s monthly survey, reflect
the salaries offered to new hires rather
than basic pay awards for people staying
in theirjobs.

Some of the biggest recent pay awards
have been in the public sector — includ-
ing a 6.5 per cent increase for school-
teachers and a 7 per cent rise for police
officers. Continuing strike action by jun-
ior doctors, and the threat of strikes
elsewhere, could boost pay further in
coming months.

Jennifer McKeown, chief global econ-
omist at consultancy Capital Econom-
ics, said unions had recently secured
double-digit pay deals in many
advanced economies — benefiting US
actors and car workers, Italian metal
workers, German public sector workers
and Canadian port workers.

But in most cases, these wage
increases would be spread over several
years, with the biggest gains coming
upfront, and smaller increases pencilled
in for the future.

However, “the UK is possibly an
exception,” McKeown said. She noted
that pay deals were not only still “worry-
ingly high” but were also negotiated for
one year only.

Because of this, she added, “we can-
not draw the same comfort about the
future pace of pay growth that we can
for several other advanced economies”.
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FCA says listing rules changes
needed despite risk of failures

MICHAEL O'DWYER

The financial regulator has set out
plans to press ahead with an overhaul
of its stock market listings rule book in
the latest stage of a drive to encourage
companies to float shares in London.

In comments echoing those of minis-
ters, the Financial Conduct Authority
suggested the changes could lead to
more UK-listed groups collapsing but
argued that this was justified in pursuit
of more economic activity.

“The proposals could entail an increa-
sed possibility of failures, but the
changes would better reflect the risk
appetite the economy needs to achieve
growth,” the FCA said yesterday.

The plans, which include abolishing
the distinction between London’s pre-
mium and standard listing segments
and removing a requirement for share-
holders to approve some large transac-
tions or those with “related parties”, are
aimed at boosting the UK’s attractive-
ness to international companies.

The proposals come against a back-
drop of companies dropping their Lon-
don listings and a dearth of new compa-
nies joining the stock exchange amid a
fallin initial public offerings globally.

Tui, Europe’s tour operator, this
month became the latest high-profile
company to consider dropping its UK

listing, saying it may shift to a single list-
ing in Frankfurt.

Dublin-based packaging group
Smurfit Kappa, building materials
group CRH, plumbing supplier Fergu-
son and miner BHP are among the com-
panies that have decided to leave the
FTSE 100 for primary listings in the US
or Australia over the past two years.

The changes, trailed in May and open
for consultation until March 2024, are
aimed at simplifying London’s listing
regime and making it easier for UK com-
panies to compete as bidders for inter-
national businesses. Current require-
ments for advance shareholder appro-
val for large transactions left the UK’s
premium listed companies at a disad-
vantage when bidding for assets in com-
petitive sales processes, the FCA said.

The situation “means UK premium
listed companies believe they have to
pay a premium, agree to high break fees
or lose out on competitive opportuni-
ties,” the watchdog added.

Fund managers and investor groups
have expressed concern that diluting
their voting rights would leave them
exposed to more risk. But the FCA said
its proposed “disclosure-based regime”
would give investors enough informa-
tion and enable them to “influence com-
pany behaviour and decide how they
want toinvest”.
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The pace of pay deals has put the BoE out of step with overseas counterparts — Holie Adams/Bloomberg

| Almost half of employers plan to award a pay

increase of between 4% and 5% in 2024

Pay rise intentions, % of UK employers*®
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* Poll of 158 mostly large private sector organisations

Four-fifths of employers feel pressure to offer
competitive pay

Crucial factors influencing pay decisions in 2024,

% of UK employers**
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Employee morale and motivation
Increased labour market pressures
National living wage

Voluntary living wage

Lower profitability
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Improved profitability

Relaxed labour market pressures |2

** Poll of 158 mostly large private sector organisations. Other includes factors
such as trade union activity and sales targets
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Over 700,000 vulnerable
London children are
living in poverty, many
facing illness, isolation,
and crises this winter.

Last month, 5.7 million
households did not have
enough money to buy food.

Help us fight food poverty -
sponsor a FeedLondon box
stuffed full of essential fresh
and healthy ingredients,
delivered at the start of

the school holidays, when
families need it the most.

TEXT
FEEDLONDON
TO 70085 TO
GIVE £20* NOW

*Texts cost the donation amount plus
one standard network rate message.

WHAT’S FOR
DINNER MUM?

We give families the
iIngredients to cook their own
meals. We provide healthy
recipes that encourage
children to join in and learn
about the long-term benefits
of a healthy diet.

www.feedlondon.org/donate-families-need
A project by MIRACLES UK Charity no. 1041449 Registered with the FUNDRAISING REGULATOR.
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European support

Reconstruction bank to double Kyiv loans

Shareholders agree on
capital increase to boost
economic revival plans

BEN HALL — LONDON

European Bank for Reconstruction and
Development shareholders have agreed
a €4bn capital increase that will allow it
to double lending to Ukraine, boosting
the country’s economic revival plans.

The EBRD is already the largest insti-
tutional lender to Ukraine’s corporate
sector and has issued about €3.7bn in
loans since Russia’s invasion started in
February last year, already double from
annual prewar levels of €1bn.

Much of it has been allocated to emer-
gency funding to help prop up Ukraine’s

infrastructure, including the energy
grid, which has been pounded by Rus-
sian missiles and drones, and to build
rail hubs to facilitate exports to the EU.

The capital increase, announced by
the EBRD yesterday, would enable it to
raise annual lending to Kyiv to €3bn
once reconstruction was fully under
way, EBRD president Odile Renaud-
Basso told the Financial Times. Ukraine
would at that point account for a fifth of
the bank’s lending portfolio.

“This is a critical time for Ukraine.
The Russian authorities are betting that
support for it from the international
community is running out of steam. But
our capital increase, massively backed
by our shareholders, is a sign that this
support will not waver,” she said.

With no end to the war in sight,

Ukraine’s allies had turned their atten-
tion away from long-term reconstruc-
tion to sustaining its economy, said
Renaud-Basso. “Everybody’s focusing
on what needs to be done now in the
short and medium terms.”

“The cost of not supporting
| Ukraine] is going to be
higher than supporting it’

Odile Renaud-Basso

The EBRD, whose shareholders
include EU states, the UK and US, does
not provide budgetary support to gov-
ernments so the capital increase will not
help plug Ukraine’s shortfall stemming
from the failure of the US Congress and

the EU to approve aid packages of $60bn
and €50bn respectively.

But Renaud-Basso said it was essen-
tial that there was “regularity and pre-
dictability” in foreign aid payments to
Ukraine so that it could pay wages and
pensions, enabling it to maintain
domestic demand. “The cost of not sup-
porting [Ukraine] is going to be higher
than supportingit,” she added.

IMF managing director Kristalina
Georgieva told the FT last week that
Ukraine had only a few months before it
would be forced to make a drastic
“adjustment” in its management of the
economy.

The EBRD finances state-owned
enterprises such as Ukraine’s electricity
grid operator Ukrenergo and the
national railway Ukrzaliznytsia, which

would require funding from the govern-
ment otherwise.

It also supports Ukrainian business
through risk-sharing schemes with
banks and funding for small and
medium-sized companies. Sustaining
economic growth would boost Kyiv’s tax
revenues and ultimately make it less
dependent on foreign aid, which, said
Renaud-Basso, was a “weakness”.

Renaud-Basso hailed the “amazing”
resilience of Ukraine’s private sector.
After falling almost a third in 2022, the
economy is set to expand 4.5 per cent
despite Russian attacks on the power
network and logistics. She said the
EBRD’s focus on the “real economy”
complemented the “budget support
received by Ukraine provided by IMF
and in the EU and hopefully the US”.
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Hot and cold
Volcano vents
in Iceland

A spectacular, large-scale volcanic
eruption began in south-western
Iceland yesterday, spewing lava out of
a 4km-long fissure, after weeks of
heightened seismic activity.

The fissure opened north of the
coastal town of Grindavik on the
Reykjanes peninsula, close to the
Blue Lagoon tourist attraction.

Iceland has been on high alert since
last month, when thousands of
earthquakes began near Grindavik,
19km from Keflavik international
airport.

The meteorological office said that
after four hours of activity the
intensity of the eruption was
decreasing as it reached a “state of
equilibrium”. Richard Milne,

Nordic and Baltic correspondent

Icelandic Coast Guard/AFP/Getty Images

Balkans. Opposition protests

EU ties Serbian election reform to membership talks

Thousands take to the streets
after ruling party’s Vucic

secures majority in parliament

CAMILLA BELL-DAVIES — BELGRADE
MARTON DUNAI — BUDAPEST

The EU has told the Serbian govern-
ment to tighten its election procedures
or risk jeopardising talks tojoin the bloc
after the ruling party won parliamen-
tary and local ballots on Sunday amid
widespread reports of vote-rigging.

International observers denounced
the conduct of the elections, in which
the SNS party of President Aleksandar
Vucdic secured an outright majority in
parliament and held on to the post of
Belgrade mayor.

Tens of thousands of Serbs took to the
streets of the capital on Monday to pro-
test against voter fraud and more dem-
onstrations are planned.

Vudic¢’s party was accused of busing
unregistered voters on a massive scale

into Belgrade from Serb areas of neigh-
bouring Bosnia and of harassing opposi-
tion supporters.

European commissioners Josep Bor-
rell and Olivér Varhelyi demanded that
“credible reports of irregularities are
followed up in a transparent manner”
by the Serbian authorities.

“We conclude with concern that the
electoral process requires tangible
improvement and further reform, asthe
proper functioning of Serbia’s demo-
cratic institutions is at the core of Ser-
bia’s EU accession process.”

The SNS party said reports of voter
fraud were “fake news”.

“We are very happy how the election
day went,” Milo§ Vucevic¢, SNS party
leader, said on pro-government televi-
sion channel Prva yesterday. “It can set
an example for many other countries.”

However, election observers for the
Organisation for Security and Co-opera-
tion in Europe also identified wide-
spread irregularities and concluded that
the elections at the weekend were held
amid “unjust conditions”.

The Parliamentary Assembly of the
Council of Europe, which also took part
in election monitoring, said the volume
and seriousness of the complaints dis-
credited the entire election.

“This was a stolen victory ... and
unfair result,” Pace mission chief Stefan
Schennach said. “[Vucic] is supposed to

“The proper functioning

of Serbia’s democratic
institutions is at the core of
lits] EU accession process’
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be neutral but was the whole engine of
this campaign . .. The pressure was
well organised. One of our teams had a
car following them all the time.”

He recounted a story he said showed
people were illegally registered to vote
in areas where they were not resident.

“A lady came to a polling station in
Belgrade, holding about 15 white slips
that had been posted through her apart-
ment door, apparently all people that

lived in her flat,” he said. “All of them
had been to the polling station earlier
that day and voted already.”

Opposition supporters say the gov-
erning party brought as many as 40,000
pretend residents, many from Bosnia, to
the Belgrade Arena, a sporting venue,
from where they were dispatched to vot-
ing precincts across the capital.

Stefan Jancié, a lawyer, said he wit-
nessed the busing-in process.

“A security guard at the arena told us
toshow them ID and they will get us into
vans and cars and they will drive us to
where we have to vote,” he said. “There
are stands in the arena which tell you
which municipalities you have to go to.

“On the way in we met a family from
Rogatica, [Bosnia] who had never vis-
ited Belgrade . . . They received a Bel-
grade ID last month.”

Opposition supporters said the votes
brought in would have been enough to
secure victory for Aleksander Sapié, the
incumbent Belgrade mayor.

“This is illegal . . . Belgrade elections
were rigged,” said former deputy

speaker Borko Stefanovic, from the
Freedom and Justice party, part of the
main opposition Serbia Against Vio-
lence coalition.

He said opposition protesters had
barricaded themselves inside the offices
of the electoral commission and would
stay there until the Belgrade elections
were “annulled and new ones held”.

He said international monitoring
reports were largely ineffectual as the
government could ignore them.

“The OSCE reports are a piece of
paper that nobody pays attention to,” he
said. “For Vucic it’s just a box he has to
tick but there’s no change in his auto-
cratic behaviour. The threat of being
denied access to the EU path means
nothing, he doesn’t care.”

Democracy watchdog CRTA, which
sent monitoring teams nationwide, also
said it had reasons to dispute the results.

“Considering the scope and diversity
of electoral abuses . . . the results of the
Belgrade elections do not reflect the
freely expressed will of voters,” the
watchdog said.
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Military call-up

Ukraine army
chiefs press
Zelenskyy for

500,000
more troops

ROMAN OLEARCHYK — KYIV
BEN HALL — LONDON

Ukraine’s army chiefs have asked Volo-
dymyr Zelenskyy to mobilise up to
500,000 people as the country gears up
for a protracted war of attrition against
Russia next year.

Speaking at a year-end press conference
in Kyiv yesterday, the Ukrainian presi-
dent said his commanders had asked to
mobilise 450,000 to 500,000 men and
women, including through conscrip-
tion.

But he said that he had not yet made a
decision on what was a “very sensitive
issue”.

After a failed summer counteroffen-
sive, and with western financial and mil-
itary support faltering, Zelenskyy is
enduring the toughest period since the
early days of Russia’s invasion.

Russia has cranked up military pro-
duction and Ukraine will need to draw
deeper on its own resources — including
manpower — to hold its lines next year,
according to analysts and western offi-
cials.

Zelenskyy said he had instructed his
military chiefs to develop a detailed
plan explaining why so many extra
troops were needed, as well as how cur-
rent and past fighters could be given
time to rest or possibly delist from serv-
ice.

“I need specifics,” he said. “What will
happen to the million-strong army of
Ukraine . . . what will happen to those
who have been protecting our country
for two years?”

Ukraine has about 1mn men and
women in its armed forces. It has taken
heavy casualties, especially among
experienced troops and junior officers,
but the numbers of dead and injured are
kept secret.

The Ukrainian president has come
under pressure from military officers in
recent weeks to expand conscription to
make up for casualties and allow more
rotations for frontline troops.

In a rare public intervention on the
matter, General Kyrylo Budanov, head
of military intelligence, said on Sunday
that Ukraine had recruited all the vol-
unteers it could find and now needed to
use more compulsion.

“This is a fact and it needs to be
understood and recognised. With such
volumes, no recruitment will cover our
needs without mobilisation,” Budanov
said.

Some western officials and analysts
have said Ukrainians serving at the
frontline are often too old to cope with
the rigours of fighting and there are too
few to allow for proper rest, let alone
training.

But until now, Zelenskyy has been
reluctant to resort to more extensive
conscription, fearing it could stoke
social tensions.

Zelenskyy said yesterday that “if it is
needed” he would sign legislation being
debated in parliament that would
reduce from 27 to 25 the age at which
men could be compelled to join the mili-
tary.

In the first months after Russia’s full-
scale invasion last year, Ukraine mostly
relied on voluntary recruits, but since
then it has conscripted men from the
age of 27 to 60 and has banned adult
men from leaving the country.
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Germany

Berlin to rerun federal election two years after chaos-hit vote

SAM JONES — BERLIN

First Berlin had to rerun its city elec-
tion after a polling-day debacle ren-
dered the results unsound. Now it must
do the same again for its federal elec-
tion, though only partially, Germany’s
top court has ruled.

Berliners went to the polls on Septem-
ber 26 2021 to find a democratic system
in chaos. Waiting times of an hour or
more were common.

Some polling stations closed early and
some stayed open late. Cast ballots went
missing and some ballot papers never
arrived.

In February this year — with foreign
election observers in attendance — Ber-
lin reran the vote for the city’s powerful
municipal government, with a result
that lost the Social Democrats the may-
oralty after the party scored its worst
resultin a century.

Meanwhile, German politicians have
been squabbling for months about the
validity of the federal vote, held on the
same dayin 2021.

That vote must now be held again,
after more than two years, in 455 of Ber-
lin’s 2,256 electoral districts, judges at

Germany's constitutional court in Karl-
sruhe declared yesterday in the final
word on the matter.

Berlin’s returning officer, Stephan
Brochler, said the vote would be sched-
uled for February11.

While the ruling supersedes an earlier
decision by the German parliament that
a smaller number of districts should be
contested again, it is also sufficiently
limited to mean that little is likely to
change in the results.

For the 38 MPs elected on the leftwing
Die Linke ticket, that comes as a huge
relief.

As aresult of the electoral thresholds
in German law, if the election of just one
of the three Berlin-elected MPs from
their number had been ruled invalid,
then all 38 of them would have been at
risk of being kicked out of parliament.

That would have also ejected the
newly formed, and much hyped, leftist
political party of Sahra Wagenknecht
from parliament, because she and
colleagues entered as Die Linke repre-
sentatives.

Germany'’s opposition conservative
Christian Democrats had said in Karls-
ruhe that at least half of Berlin’s voters

needed a chance to vote again in the fed-
eral election.

Meanwhile, the hard-right Alterna-
tive fiir Deutschland had petitioned the
court for the entire federal election in
the city tobererun.

In its judgment, the court said it
mostly agreed with the Bundestag’s
original findings on a limited repeat of
the process, even though it identified a
number of worrying further electoral
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Last word: the constitutional court
has ended the political squabbling
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anomalies that cast wider doubt on how
the day had been run.

For example, postal votes appeared to
have been counted in the wrong dis-
tricts in some instances, meaning that
results from those districts also now had
to be invalidated.

“The decision of the German Bun-
destag [was] based on an insufficient
clarification of the electoral process, as
it neither evaluated the minutes of the
individual electoral districts itself, nor
arranged for them to be evaluated in
any other way,” the court said.

Had the Bundestag scrutinised the
minutes, which were made in real time
by officials at polling stations on the
election day, then it would have identi-
fied furthererrors, it said.

At the time, city officials blamed the
debacle on disruption caused by the
Berlin marathon, which was held on the
same day as the vote, leading to prob-
lems with the delivery of ballots and
counting.

For critics, including the main opposi-
tion parties, it was more symptomatic of
how badly governed the capital had
become after years of Social Democratic

party rule.
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Yen weakens after BoJ holds negative rate

Governor says no rush to
change stance before US
Fed decides next year

KANA INAGAKI — TOKYO
HUDSON LOCKETT — HONG KONG

The Bank of Japan has held off lifting
negative interest rates, sending the yen
lower as its governor said it was in no
rush to change its policy before the US
Federal Reserve considers cutting rates
next year.

At a news conference after the Bo]J’s
final meeting of the year, governor
Kazuo Ueda acknowledged that the
prospect of achieving its inflation target

had improved but cautioned that the
Japanese central bank was not ready yet
to map out an exit from its ultra-loose
monetary policy.

The Bo]’s decision yesterday came
after the Fed surprised markets last
week by signalling it would cut interest
rates next year. That prompted warn-
ings from the European Central Bank
and the Bank of England that it was too
soon for them to let down their guard
against high inflation.

The BoJ, which wants to ensure a last-
ing end to Japan’s decades of deflation, is
the only leading central bank to main-
tain interest rates below zero.

“It is inappropriate to think that we
will rush to change our policy because

the Fed is likely to move within the next
three to six months,” Ueda said, adding
that he wanted to assess more data and
consult companies to confirm the virtu-
ous cycle between wages and prices.

The BoJ kept overnight interest rates
at minus 0.1 per cent and made no
change toits yield curve controls, after it
revised the policy in October to allow
yields on 10-year government bonds to
rise above 1 per cent.

While some investors had expected
the BoJ to change its forward guidance
on rates or offer an indication of an
imminent policy change, the central
bank stuck to its dovish tone, pledging
to stick with its easing measures “aslong
asitisnecessary’.

“For now, it is difficult to lay out with
high certainty what kind of measures
we will take during an exit,” Ueda said,
adding that the Bo] would communicate
its stance to investors once there was
more clarity.

The yen weakened 1.3 per cent to
¥144.67 against the dollar.

An unwinding of the BoJ’s ultra-loose
monetary policy could have significant
ramifications for international bond
and currency markets, especially fol-
lowing the recent volatility in the yen.
The currency is still down 9.5 per cent
this year against the dollar, but has
pulled back from a historic low of about
¥151 over the past month on expecta-
tions of policy tightening.

“The move today [in the yen] is just a
short-term reversal; this isn’t the start of
atrend,” said Takashi Miwa, chief Japan
economist at Nomura. He added that
the Japanese currency would get a boost
in the first half of next year when
Nomura expects the BoJ to end its yield
curve controls, “most likely in March or
April”, he suggested.

Most economists had predicted that
the BoJ] would not make policy changes
this week and would wait until there
was more evidence of a persistent trend
of wage rises.

Japan’s core inflation has exceeded
the BoJ’s 2 per cent target since April
2022, but prices are expected to come
down next year.

Ruling Zanu-PF accused of

election chicanery in effort

to keep Mnangagwa in power

KUDZANAI MUSENGI — BULAWAYO
JOSEPH COTTERILL — JOHANNESBURG

Bongani Mabhanga shunned the ruling
party of President Emmerson Mnan-
gagwa when he cast his ballot for the
main opposition in this year’s Zimba-
bwe national elections.

But just four months later, the 35-
year-old was asked to vote for a differ-
ent representative after his first choice,
the winning candidate from Nelson
Chamisa’s Citizens Coalition for Change,
was thrown out of parliament and a by-
election was called.

This time, there was no chance to
back the CCC as its candidate was not
even on the ballot paper.

The by-election this month was one of
several called in contentious circum-
stances, which Chamisa supporters say
is the latest attempt to weaken their
support in parliament as Mnangagwa’s
Zanu-PF seeks to tighten its grip on
power. Zanu-PF was declared the win-
ner of August’s disputed general elec-
tion but fell short of an overwhelming
majority.

“All progressive Zimbabweans want
change and would have voted for the
same candidates they voted for in
August,” said Mabhanga, who lives in
the city of Bulawayo. “The system
knows this and that’s why it made sure
the names of our candidates were
removed from the ballot. But nothing
lasts forever and change is inevitable.”

The chicanery began when Sengezo
Tshabangu, a hitherto obscure member
of the CCC, declared himself its interim
secretary-general, a post the party said
did not exist. Tshabangu then won
backing from parliament’s Zanu-PF
Speaker to remove a group of CCC law-
makers and trigger the by-elections.

Courts then backed his candidates
over those wanted by CCC lawmakers.
The Tshabangu picks contested five by-
elections: winning two and losing three
to Zanu-PF.

Mabhanga boycotted the vote in his
seat, disgusted at what he called the
“Zanu-PF regime’s machinations” that
analysts say exploited infighting in
Chamisa’s party. Critics accuse Zanu-PF
of manipulating an internal CCC dispute
to further undermine the democratic
process.

The opposition believes it is part of a
drive by Mnangagwa to ensure he can
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Campaign trail: remain in office indefinitely. The 81-
Zanu-PF and year-old served as spy chief under Rob-
Citizens ert Mugabe before overthrowing his
Coalition for mentor in a 2017 coup and winning the
Change posters first of two disputed elections.

vie for attention But staying in power would require an
in Harare last amendment to Zimbabwe’s constitution
week. Below, to abolish the two-term limit. Zanu-PF
Emmerson needs about 10 more parliamentary
Mnangagwa votes to give it the two-thirds majority

Aaron Ufumeli/EPA-EFE/
Shutterstock/Zinyange
Auntony/AFP/Getty Images

required for constitutional changes,
having won 177 of the 280 seats in the
August general election.

“We know there are some in Zanu-PF
who . . . want him to stay on, so they
want a two-thirds majority,” said Arthur
Chikerema, a senior lecturer at Zimba-
bwe’s Midlands State University. “This
iswhy we’re seeing all this.”

Nine initial by-elections were called
after the recalls by Tshabangu, who has
said he is fighting the imposition of par-
liamentary candidates by Chamisa and
those close to him. But critics accuse
him of being a Zanu-PF proxy.

Tshabangu is “being used to try and
cause havoc within the opposition,
while also diverting people’s attention
from various national crises, including
[Mnangagwa’s] disputed legitimacy”,
said Gift Siziva, the CCC’s deputy
spokesman. More by-elections are set
for next year.

Any move to abolish the president’s
two-term limit would damage already
flagging hopes for political reform as
Mnangagwa makes another bid to
restructure $14bn in longstanding inter-
national debts to the World Bank, the
African Development Bank and other
creditors that would restore financing
for a regime grappling with triple-digit
inflation and the collapse of the revived
Zimbabwe dollar. Talks between the

Tshabangu
is ‘being
used to
cause havoc
within the
opposition,
while also
diverting
attention
from
national
crises’
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Manufacturing

White House hits at Republican attack on IRA

MYLES MCCORMICK — HOUSTON

The White House yesterday warned
against Republican efforts to derail a
manufacturing boom triggered by Joe
Biden’s signature climate legislation
that has already brought “tremen-
dous” benefits to the US economy.

Investors have pledged $628bn of
investments into clean energy and man-
ufacturing since the president entered
the White House in 2021, most driven
by the Inflation Reduction Act, senior
officials said. More than 200,000 jobs
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had been added since IRA was enacted
last year.

John Podesta, Biden’s senior adviser in
charge of the IRA’s implementation,
warned that Republicans efforts to roll
back the bill — which provides huge tax
breaks for investors and producers of
clean energy over the next 10 years —
would undermine investor confidence.

He also accused Republicans of
hypocrisy for welcoming the invest-
ment spurred by the IRA, even as they
promised to scrap the bill.

“The people who are out there at the
ribbon cuttings have continued to try to
repeal the provisions that are really pro-
ducing this tremendous story for the US
economy, he said.

A Financial Times analysis in August
found that more than 80 per cent of
investment in large-scale clean energy
and manufacturing pledged since the
IRA and Chips and Science Act were
passed was destined for Republican
congressional districts.

“Members seem to be very happy to
applaud those investments . .. while

theyre simultaneously ignoring the fact
that the companies themselves are cred-
iting the IRA with the reason for those
investments,” said Podesta.

The Biden administration has made a
renaissance in US manufacturing cen-
tral to the president’s re-election effort,
touting job creation and a rejuvenation
of rust-belt regions as core elements of
“Bidenomics”.

But there is little sign that the message
is landing among voters, with the presi-
dent still facing weak approval numbers
just as the 2024 election campaign
begins to gear up. A recent FT-Michigan
Ross poll showed that just 17 per cent of
voters thought they were better off
under Biden.

The muted popular support for the
president’s economic agenda comes
even as officials say the IRA and manu-
facturing investments have brought
measurable boosts to the US.

The manufacturing boom has
spurred economic growth, accounting
for an unprecedented 10 per cent of the
GDP expansion this year, officials said.

government, development banks and
lenders are due to resume in the coming
months. Creditors will assess commit-
ments to reform based on pillars that
cover governance, the economy and
land ownership.

An economic recovery in the past two
years has boosted Mnangagwa’s regime.
But money-printing has stoked hyper-
inflation.

The by-elections have also been
marred by violence and intimidation.
Tapfumaneyi Masaya, a member of the
CCC, was found dead in Harare, the cap-
ital, last month after being abducted
while campaigning. Police are still
investigating. The CCC has said other
members faced arbitrary detentions
and threats since the national election.

“During the day, the regime actors
vehemently deny [disappearances], but
during the night they do those very
things. This is now the standard modus
operandi,” said Eldred Masunungure,
director of Mass Public Opinion Insti-
tute, a Zimbabwean pollster. “There are
too many vested interests that fear los-
ing outin the event of a coalition govern-
ment. And yet the hard reality is that
there is no other viable solution out of
the protracted quagmire.”

----------------------------------------------------------------------------
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Eurozone

ECB warns
banks against
complacency
over funding
challenges

LAURA NOONAN — LONDON

Eurozone banks must prepare for the
risk of funding sources becoming
“more volatile” next year, with the
region’s banking supervisor warning
lenders against complacency amid ris-
ing geopolitical and economic risks.

The European Central Bank, which has
been supervising the eurozone’s banks
since November 2014, said lenders
weathered the high interest rates, mar-
ket turmoil and economic strains of
2023 well and ended the year with
“solid” capital and liquidity positions,
but that big challenges remained.

“The resilience we are seeing should
not lead to complacency, as there are
still significant uncertainties and down-
side risks,” Andrea Enria, the ECB’s out-
going head of supervision, said in his
final press conference yesterday before
he is replaced next month by German
economist Claudia Buch.

Enria said the ECB had pressed two
banks to boost their liquidity positions
so they could survive for longer without
needing exceptional support, including
asking one to create a currency-specific
liquidity buffer, as supervisors looked at
funding vulnerabilities following tur-
moil in banking and markets in March.

The ECB has also placed extra capital
demands on eight banks because of
their exposure to leveraged finance, up
from three a year earlier, reflecting
growing supervisory concerns that
banks have not done enough to address
potential losses from their most
indebted borrowers. The ECB did not
name them.

In its outlook, the ECB noted “high
uncertainty” about the region’s growth
prospects, as well as “tighter financing
conditions and heightened geopolitical
tensions”, the risk of higher food and
fuel prices and “higher for longer” inter-
est rates, which “may result in renewed
turbulences in financial markets”.

The report comes a week after data
from the European Banking Authority
showed rising profits and higher share-
holder returns from big European lend-
ers, which have persistently traded at
valuations far lower than their US rivals.

“While rising interest rates have had a
positive impact on profitability so far,
banks must be prepared to cope with
more volatile funding sources, higher
funding costs, a potential fall in asset
quality and a further repricing in finan-
cial markets in the short and medium
term,” the ECB cautioned.

ECB policymakers held interest rates
at 4 per cent in December but cut expec-
tations for headline inflation for 2023
and 2024, in a sign that economic pres-
sures might be waning. Still, the Israel-
Hamas war and continued clashes in
Ukraine cloud the outlook for next year.

Economic uncertainty and higher int-
erest rates can make it harder for banks
to fund their activities. Funding stresses
contributed to the failures of some US
banks in March and Credit Suisse’s
acquisition by UBS a few weeks later.

The ECB said it wanted banks to
address “shortcomings” in their asset
and liability frameworks, which are
designed to ensure that their funding
needs are met. Its remedies include
making sure banks’ funding sources are
diverse so they are not overly reliant on
deposits, short-term markets or any
other kind of funding, and drafting con-
tingency plans for how they would deal
with short-term market stresses.
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Natural disaster

Quake claims 118 lives in north-west China

EDWARD WHITE — SHANGHAI

President Xi Jinping has pressed offi-
cials to undertake an “all-out” search
and rescue effort after an earthquake
in China’s north-west killed more than
118 people and injured hundreds more

State media reported that 105 people
were killed in Gansu province and 13 in
neighbouring Qinghai after a quake
struck in the mountainous regions just
before midnight on Monday.

Rescuers were “racing against time”
to find survivors, according to Xinhua,
the state news agency.

As rescue and recovery operations
continued in sub-zero conditions yes-
terday, Xi urged the swift delivery of
relief supplies, infrastructure repairs
and emergency accommodation.

Xinhua said the People’s Liberation
Army and police have been called on to
support local officials in rescue and dis-
aster relief. The state council, China’s
cabinet, dispatched a working group to
help guide the recovery effort.

While the full extent of the damage in

Gansu was still emerging, state televi-
sion showed rubble-filled streets and
rescuers pulling survivors from col-
lapsed buildings. The earthquake,
which had a magnitude of 6.2, damaged
water, power, transport and communi-
cation infrastructure, state media said.
Natural disasters in China have in the
past become political lightning rods,
despite the Chinese Communist party’s
tight control over speech and media.
The Sichuan earthquake in 2008,

The earthquake struck towns such
as Dahejia just before midnight

which killed 80,000 people, sparked
public outrage over shoddy construc-
tion of buildings that contributed to the
deaths of thousands, including children
killed after schools collapsed.

Immediately after Monday’s quake
social media posts reflected mostly con-
cern for victims, praise for officials’
response and advice for survival.

Lai Ching-te, Taiwan’s vice-president,
offered support for the recovery via
social media platform X. “Our thoughts
are with the impacted communities,
and we extend our prayers for a speedy
recovery. Taiwan is prepared to provide
support in the ongoing disaster
response efforts,” he said.

In Beijing, the Ministry of Emergency
Management and Ministry of Finance
said nearly $30mn had been allocated
for disaster relief in Gansu and Qinghai.

Gansu has a border with Mongolia
and a population of about 26mn. Long
one of China’s poorest areas, it is attract-
ing solar and wind energy projects.
Additional reporting by Eleanor Olcott in
Hong Kong and Wang Xuegqiao in Shanghai
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Fear and anger
stalk Israeli
communities

on Gaza frontier

But border residents insist army must
Tinish the job’ in war against Hamas

JAMES SHOTTER AND NERI ZILBER
NETIV HAASARA

It is more than two months since Israeli
forces regained control of the towns
overrun by Hamas during its October 7
attack. But on Hilla Fenlon’s seed farm
in Netiv HaAsara, a tiny community on
Israel’s border with Gaza, life has not
even begun returning tonormal.

Outhouses hit by rockets are still
crumpled and charred, while machines
to cultivate pepper and courgette seeds
are riddled with shrapnel. Ear-splitting
blasts from an Israeli artillery position
nearby continually punctuate the air.

“We don’t know how [the war] is
going to be finished. But I will come back
to stay here with my kids only if there
are no Palestinians,” said Irit, a local
who has been evacuated to Tel Avivand
returns to the farm with Fenlon.

Before the war, “the army told me it’s
safe to be here. And I believed every-
thing,” she added. “And [then Hamas]
justcame . . . and killed all my friends.”

A mix of fear and anger exists across
Israel, still consumed by the trauma of an
attack in which Hamas killed 1,200 peo-
ple and took 240 hostage.

As Israel’s retaliatory offensive has
advanced inside Gaza, international
pressure for a ceasefire is mounting. The
onslaught has killed more than 18,000
in the enclave, claim Palestinian offi-
cials, displaced more than 1.8mn of its

2.3mn population, and rendered huge
stretches of the territory uninhabitable.

But spurred on by public backing for
the war, Benjamin Netanyahu’s govern-
ment remains adamant it will not stop
until it has achieved its goals: eradicat-
ing Hamas and rescuing the 130 or so
hostages still held in Gaza.

“I've been asked if we have the legiti-
macy to continue fighting: we don’t have
the legitimacy to stop,” Israel’s defence
minister, Yoav Gallant, said this month.

The number of Israelis who have
signed up to fight has surged. “My son
wasn’t initially called up as a reservist
and he was stalking around the house,”
said Karo Yehuda, a veteran of Israel’s
1982 war with Lebanon.

“He just wanted to fight, alongside his
friends. So he called up his former com-
mander and now he’s fighting in Gaza.”

There has also been a huge civil mobi-
lisation. At Gilat Junction, a highway
intersection half an hour’s drive from
the Gaza border, volunteers cook thou-
sands of burgers each day to feed the
Israeli army, while private donors have
also paid for showers and massages.

Fenlon was donated a car by a
stranger who wanted to help people who
lost vehicles on October 7. “If there’s a
bright thing in this darkness, it’s that we
have come together in society,” she said.

“Every day I have volunteers coming
who [are helping| my farm to do this

season as I don’t have workers . . . some
I know, some are complete strangers.”

Israeli media is giving little airtime to
the destruction in Gaza, with most of the
population believing the air and land
assault is justified after October 7.

Instead, television channels and
newspapers are filled with accounts
from survivors and the relatives of those
killed or taken hostage. Some of those
released last month during a temporary
truce are now speaking about the abuse
they endured inside Gaza.

Eulogies for fallen soldiers are aired
nightly on bulletins. The funeral of the
25-year-old son of Gadi Eisenkot, a
member of Israel’s war cabinet, went
out on all channels.

There is near-total consensus that the
war cannot end without the safe return
of the hostages. Reminders of their
plight are everywhere and relatives
organise weekly demonstrations.

In the Israeli towns bordering Gaza,
however, many say the war also cannot
be allowed to stop until Hamas no
longer has the ability to threaten the
Jewish state, including by rocket fire.

Over the past two decades, the
launches have become a constant threat
in southern Israel, where reinforced

Helping hands:
volunteers,
above, on a farm
near Israel’s
border with
Gaza, where the
army presence
has been
stepped up since
October 7 —eveiyn

Hockstein/Reuters: Menahem

Kahana/ AFP/ Getty Images

there will be no need for shelters, and
that there will be no [Hamas] army
against us,” said Tsur Hadar, a dairy
farmer on the Nirim kibbutz, where
workers have 10 seconds to find shelter
once the sirens start.

About 250,000 Israelis have left their
homes since the start of the war, around
Gaza and on the northern border, where
Israeli forces and the Lebanese militants
Hizbollah have traded almost daily fire.
Businesses in both regions have been hit
hard. Officials say a situation in which
the populations of these areas cannot
return would be untenable.

Among those hit is Tzadok Baruch, a
farmer in Mivtahim, about 5km from
Gaza. Since the war began, the output
from his tomato crop has dropped 40

“The first
question
is the
hostages . . .
after that
the main
goal is that
there will
beno...

| Hamas|
army
against us’

-
-
»:

per cent, and he has had to rely on vol-
unteers as most of the Thais who
worked for him before the war have left.

In his opinion, the war should not end
until Israel’s control of Gaza is compara-
ble to its control of the occupied West
Bank. Pressure from abroad to wind
down the offensive before then, he says,
is a case of double standards.

“I don’t think [US President Joe]
Biden would stop [the war] if they had
just had the worst terror attack ever. He
wouldn’t approve one truck of humani-
tarian aid,” he said. “We will finish the
job, for if we don’t, no one will live here.”
Additional reporting by John Paul Rath-
bonein Tel Aviv
Maersk diverts vessels see Companies
Gaza leadership vaccum see Opinion

concrete shelters dot the countryside.
But few are willing to countenance a
return to that world once the war is over.

“The first question is the hos-
tages . .. after that the main goal is that
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Ceasefire hopes

Herzog suggests new ‘humanitarian pause’ as
talks to free remaining hostages gain urgency

MEHUL SRIVASTAVA — TEL AVIV
JAMES SHOTTER — JERUSALEM
ANDREW ENGLAND — LONDON

Israel’s President Isaac Herzog said yes-
terday that his country was open to
another temporary truce with Hamas
to secure the release of hostages held
by the Palestinian militants in Gaza.

“Israel is ready for another humanitar-
ian pause and additional humanitarian
aid [into Gaza] in order to enable the rel-
ease of hostages,” he said.

Herzog’s comments were made as
talks led by Qatar on a deal to free the
remaining captives gained urgency after
Israel’s military mistakenly killed three
of its citizens held in Gaza last week.

Israel is also facing mounting interna-
tional pressure to agree a ceasefire after
the number killed in the besieged
enclave rose past 19,000, according to
Palestinian health officials, as the offen-
sive against Hamas continued.

Israel’s spy chief David Barnea held
talks with Qatari prime minister Sheikh
Mohammed bin Abdulrahman and CIA
boss Bill Burns in Warsaw on Monday to
discuss the hostages. They were the first
between all three parties since the col-
lapse of the previous agreement in
which 86 Israeli women and children
were swapped for 240 Palestinian pris-
oners under cover of a week-long truce.

Hamas also released another 24 for-
eigners, mostly Thai workers kid-
napped from Israeli farms close to Gaza.
Each side blamed the other for the
breakdown of the truce on December 2.

Hamas and other militants seized
about 240 hostages during the October
7 attack on southern Israel that killed at
least 1,200 people, according to Israeli
officials, and triggered the war.

Herzog, who has no executive powers,
said the responsibility for an agreement

“lies fully with [Hamas leader Yahya]
Sinwar and the leadership of Hamas”.
Talks between Sheikh Mohammed,
Burns and Barnea were “positive”, said a
person familiar with the discussions,
while adding a deal was not imminent.
Qatar hosts Hamas’s political office
and has been mediating the talks.
Hamas is seeking a longer truce than
the previous pact. It has said it wants all
Palestinians held in Israeli prisons — a
number that has swelled past 10,000 —
to be freed before it releases the 129 hos-
tages, mostly soldiers and reservists, it is
believed still to be holding.
“Negotiators don’t see a deal happen-
ing imminently, but they are trying to
explore different options,” the person

‘Negotiators don't see a deal
happening imminently,

but they are trying to
explore different options’

familiar with the talks said. “The good
thing is talks are happening, and that
they have been discussing different
proposals.”

Barnea had been expected to travel to
Doha last week, but Israeli Prime Minis-
ter Benjamin Netanyahu vetoed the
trip, the person said. The spy chief then
met Sheikh Mohammed in a bilateral
meeting in Europe on Friday — the day
Israeli troops mistakenly killed the
three hostages in Gaza, who were shirt-
less and waving a white flag.

A critical issue was the price Israel
would be willing to pay for hostages that
Hamas classified as soldiers, an Israeli
official said. Some women are still held
because the militants considers them
reservists, as are some elderly men.

Under the original deal, the hostilities

paused for a week during which Hamas
released women and children held in
Gaza in batches. In return, Israel halted
its offensive, allowed more aid into the
besieged strip and freed Palestinian
women and children held in its prisons.

On Monday night, Hamas released a
video of three men — Chaim Peri, 79,
Yoram Metzger, 80, and Amiram
Cooper, 80 — saying in Hebrew that they
were from the generation that founded
the state of Israel and its military.

Peri, a peace activist, had campaigned
for the end of Israel’s occupation of the
Palestinian territories for decades
before being kidnapped from his home
in Kibbutz Nir Oz.

Metzger’s son Rani told Israeli Army
Radio yesterday that he was encouraged
to see his father alive, but worried about
his health. “Dad is skinny. Dad looks
tired. Dad looks extinguished,” he said.
“They’re living in a really bad situation.”

The Israeli official briefed on the talks
said the country would continue its mili-
tary campaign until the negotiations
were successful. Netanyahu argues that
weakening Hamas strengthens Israel’s
hand in the hostage talks.

Hamas appears convinced that it can
extract a high price for the Israeli sol-
diers, including the release of Palestini-
ans convicted of murder in military
courts. Israel has in the past freed a large
number of prisoners to secure the
release of its soldiers, including more
than 1,100 for a single soldier kid-
napped in 2006.

International pressure for Israel to
agree to a sustained ceasefire continues
to build. A UN Security Council vote was
expected later yesterday, with diplo-
mats hoping that the US — which has not
yet called for anything longer than
humanitarian pauses, including those
allowing hostage swaps — will abstain.
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Accenture says

businesses are
not yet ready
to deploy Al

e Data and safety holding back rollout
e Adoption over five years expected

STEPHEN FOLEY — NEW YORK

Most companies are not ready to deploy
generative artificial intelligence at scale
because they lack strong data infra-
structure or the controls needed to
make sure the technology is used safely,
according to the chief executive of the
consultancy Accenture.

The most hyped technology of 2023 is
in an experimental phase at most com-
panies and macroeconomic uncertainty
is holding back IT spending generally,
Julie Sweet told the Financial Times in
an interview ahead of the company pub-
lishing quarterly results yesterday.

Accenture reported another big jump
in revenues from generative Al projects
in the three months to November 30,

"The good news is that
people are not trying to
leap over the gap. They are
being careful in the rollout

with $450mn in bookings compared
with $300mn over the previous six
months. But they remain small relative
to group sales of $64bn annually.

Corporate executives are keen to
deploy the technology to understand
data across their organisation better or
to automate more customer service,
Sweet said. “The thing that is going to
hold it back, though, is . . . most compa-
nies do not have mature data capabili-
ties and if you can’t use your data, you
can'tuse AL

“That said, in three to five years we
expect this to be a big part of our busi-
ness.”

Accenture and other consulting
groups have boasted of multibillion-dol-
lar investments in generative Al in the
hope of a windfall from deploying the
technology to clients across the world.

Sweet said executives were being
“prudent” in rolling out the technology,
amid concerns over how to protect pro-
prietary information and customer data
and questions about the accuracy of
outputs from generative Al models.

“We are still at the stage where most
CEOs, asked if there is someone in their
organisation who can tell them where Al
is being used, what the risks are and how
they’re being mitigated, the answer is
still ‘no’.

“There is a gap between saying you're
committed to responsible Al and having
the programmes that allow it to be real
on the ground. The good news is that
people are not trying to leap over the
gap. They are being careful in the roll-
out.”

Sweet said this corporate prudence
should assuage fears that the develop-
ment of Al is running ahead of human
abilities to control it — a concern that is
being debated among technologists, not
least at OpenAl, developer of the large
language model behind ChatGPT.

OpenAl’s non-profit board ousted
founder Sam Altman last month after
an internal row, only to reinstate him
under pressure from staff. The debacle
raised questions about its governance.

Accenture offers generative Al tools
based on OpenAl through a partnership
with Microsoft and can help clients cus-
tomise the models to incorporate their
own data. “It is not my responsibility to
figure out whether OpenAl has got the
right governance,” Sweet told the FT.
She said she was comfortable with the
level of transparency around how the
models worked.

Areas where the deployment of gener-
ative Al was most advanced include cor-
porate knowledge management, such as
using internal data for fraud detection
at a bank, Sweet said. Clients are also
increasingly using the technology for
customer service helplines or chatbots.

Russian exit AB InBev offloads stake in $1.3bn
joint venture to Turkish partner Anadolu Efes
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FUTURE OF
THE CAR

Leveraging technology to shape the next decade

In automotive

7 - 9 May 2024 | London & Digital

senior Vice Presider

Global Circular Economy

Stellantis

The Future of the Car returns for its tenth-anniversary edition.
Held over three days, the event convenes the most influential
players in the automotive sector for newsworthy keynote
interviews, lively debates, and ample networking opportunities.
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Bud brewer AB InBev is forfeiting ‘all financial benefit’ from the joint venture launched in 2018 — aexander Binov/aamy

ADAM SAMSON — ANKARA
MADELEINE SPEED — LONDON

Turkish brewer Anadolu Efes has
agreed toacquire AB InBev’s stake in
a $1.3bn Russian joint venture in a
sign of Turkey’s continued close cor-
porate ties to Russia, as western com-
panies struggle to offload their assets
in the country.

Anadolu Efes will become the sole
owner of a group it formed with AB
InBev in 2018 to sell beer in Russia
and Ukraine, according to a regula-
tory filing yesterday.

No cash will change hands as part of
the pact, but Anadolu Efes will make
future payments based on the joint
venture’s performance, the filing to
Turkey’s Capital Markets Board said.

In April last year the brewer of Bud-
weiser and Stella Artois announced it
was in talks to sell its stake in AB
InBev Efes, the Russian joint venture,
as many western companies looking

to exit Russia scrambled to find buy-
ers for their subsidiaries following
Moscow’s invasion of Ukraine.

The regulatory filing yesterday said
KPMG assessed the Russian joint
venture to be worth $1.1bn-$1.3bn.

AB InBev still owns just under a
quarter of the broader Anadolu Efes
group. In addition to marketing alco-
holic beverages, Istanbul-listed Ana-
dolu Efes also controls a large soft-
drinks business that bottles Coca-
Cola products in Turkey.

After announcing its intention to
leave Russia, AB InBev said it was for-
feiting “all financial benefit” from the
venture and reported a $1.1bn impair-
ment in its first-quarter earnings.

Anadolu Efes’s purchase of AB
InBev’s stake highlights how Turkish
companies have retained strong links
with Russia even as Ankara’s western
allies have sought to cut off Moscow’s
access to international capital.

Arcelik, one of Turkey’s leading

industrial companies, for example
purchased US-based Whirlpool’s
Russian business for around €260mn
last year.

The US and EU, in particular, have
grown more frustrated with Turkey’s
decision not to sign up for western
sanctions and have alleged that Mos-
cow is using the country to dodge
export controls.

In a statement, AB InBev said any
payments it would receive after com-
pletion of the Russian deal “are
expected to be not material”.

Selling assets in Russia has become
difficult following the Kremlin’s intro-
duction of punitive legislation. This
allows Russian entities to acquire the
assets of “naughty” western compa-
nies at knockdown prices.

Companies have to jump through
complex regulatory hoops to have
their applications considered, and
even if they do find a buyer, will have
little chance of extracting proceeds.

Finma calls for

IMOre pOwers
after Credit
Suisse collapse

OWEN WALKER
EUROPEAN BANKING CORRESPONDENT

Switzerland’s financial regulator has
called for tougher powers to oversee
banks after claiming it did everything it
could to try to prevent the collapse of
Credit Suisse this year.

Finma yesterday published a report into
the failure of Credit Suisse. It found the
167-year-old bank’s downfall was the
result of “inadequate implementation
of its strategic focus areas, repeated
scandals and management errors”.

Thomas Hirschi, head of Finma’s cri-
sis unit and banks division, said the reg-
ulator identified problems at Credit
Suisse early and “used its full range of
tools” to try to stabilise the bank.

“Although its actions had an effect,
they were unable to overcome the
causes of the loss of confidence, such as
shortcomings in strategy implementa-
tion and in risk management,” he said.

The Swiss financial regulatory system
has long been criticised for lacking the
authority of its global peers and allow-
ing banks to operate with the threat of
minimal punishments for misdeeds.

In the report, Finma said to improve
its oversight, it would need to be able to
fine companies. It also called for the
introduction of a senior managers’
regime, similar to the system in the UK,
where there is much greater personal
accountability for executives.

The calls echo those made last month
by Sergio Ermotti, chief executive of
UBS, which agreed to rescue Credit
Suisse in March. Ermotti was endorsing
a package of reforms to Swiss banking
rules presented by a government-ap-
pointed panel of financial experts in Sep-
tember. Among the main findings of the
parliamentary group was that Finma
was too weak to handle banking crises.

As part of its report yesterday, Finma
said since 2012 it had conducted 43 pre-
liminary investigations into Credit
Suisse for potential enforcement pro-
ceedings, issued nine reprimands, filed
16 criminal charges and completed
11 enforcement proceedings against the
bank as well as three against individu-
als.

It said between 2018 and 2022, Finma
conducted 108 on-site supervisory
reviews at the bank and recorded 382
points requiring action — 113 of which
were classed as high or critical risk.
“These figures and measures illustrate
that Finma exhausted its options and
legal powers,” the regulator said.
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High-bandwidth memory will help chipmakers drive the Al wave

ome of you will remember the
days when downloading a
movie meant a wait of more

than an hour. Today, the lat-

est chips can transfer data
equivalent to more than 160 full-HD
movies in less than one second.

The artificial intelligence chip indus-
try has developed a newfound apprecia-
tion for high-bandwidth memory, or
HBM, the technology behind such light-
ning-fast data transfers. Analysts had
deemed it unlikely to become commer-
cially viable when it launched in 2013.

But US chip designers Nvidia and
AMD are breathing new life into the
advanced technology that has become a
critical component in all Al chips. The
most pressing issue for Al chipmakers is
the ever-growing demand for more
processing power and bandwidth
requirements as companies rush to
expand data centres and develop Al sys-
tems such as large language models.

Meanwhile, data-heavy generative Al
applications are pushing the limits of
what conventional memory chips can
offer. Faster data processing speeds and
transfer rates require a larger number
of chips that take up more physical
space and consume more power.

Until now, the traditional set-up has
been the placing of chips side by side on
a flat surface which are then connected
with wiring and fuses. More chips mean

slower communication through them
and higher power consumption.

HBM upends decades of chip industry
convention by stacking multiple layers
of chips on top of each other and uses
cutting edge components, including a
tiny circuit board thinner than a piece of
paper, to pack chips much closer
togetherin a three-dimensional shape.

This improvement is critical to Al
chipmakers as proximity between chips
uses less energy — HBM uses about
three-quarters less than traditional
structures. Research has also shown
HBM also provides as much as five times
higher bandwidth and takes up less
space — less than half the size of current
offerings.

While the technology is advanced, it is
not new. AMD and South Korean chip-
maker SK Hynix started working on
HBM 15 years ago,
when high per-
formance chips
were mostly used
in the gaming sec-
tor. Critics at the
time were sceptical
that the perform-
ance boost would
be worth the added costs.

HBM uses more components, many of
which are intricate and difficult to man-
ufacture, compared with traditional
chips. By 2015, two years into the
launch, analysts expected HBM to be
relegated to a tiny niche. Costs seemed
too high for mass market use.

They still cost at least five times more
than standard memory chips. The dif-
ference is that the Al chips that they go
into fetch a steep price too. And the tech
giants have much larger budgets to
spend on advanced chips than gamers
did a decade ago.

For now, just one company, SK Hynix,
is able to mass produce the latest gener-

The number of HBMs
squeezed into each new
chip will become yet
more important for
Nvidia’s challengers

ation HBM3 products, the ones used in
today’s Al chips. It has 50 per cent of the
global market, while the rest of the mar-
ket is held by two rivals, according to
data from consultancy TrendForce.
Samsung and Micron produce older
generation HBMs and are set to release
their latest versions in the coming
months. They stand to gain a windfall
from the high-margin product alongside
rapidly rising demand. In June, Trend-
Force forecast global demand for HBM
would rise 60 per cent this year.

The AI chip war is about to turbo-
charge that growth even further next
year. AMD has just launched a new
product with hopes to take on Nvidia. A
global shortage coupled with strong
demand for a more affordable alterna-
tive to Nvidia’s offerings means a lucra-
tive opportunity for rivals able to offer
chips with comparable specifications.
But shaking Nvidia’s dominance, the
key to which lies not just in the physical
chip itself but its software ecosystem,
which includes popular developer tools
and programming models, is another
story. Replicating that will take years.

That is why hardware — and the
number of HBMs squeezed into each
new chip — will now become yet more
important for contenders that want to
take on Nvidia. Boosting memory
capacity through the use of upgraded
HBM:s is one of the few ways to gain
competitiveness in the short term. For
example, AMD’s latest MI300 accelera-
tor uses eight HBMs, more than the five
or six in Nvidia’s products.

Chips have historically been a cyclical
industry prone to dramatic booms and
busts. On its present course, a lasting
increase in demand for new products
should make future downturns less tur-
bulent than in the past.

june.yoon@ft.com
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Shipping

Maersk diverts its vessels around Africa

Reroute via Cape of Good
Hope follows similar
decisions by rival groups

AMY BELL, HARRY DEMPSEY AND
SHOTARO TANI

AP Mgller-Maersk has said vessels due
to sail through the Red Sea will be
rerouted around Africa via the Cape of
Good Hope because of the threat of
attacks by Yemeni rebels, adding to the
potential disruption of vital trade
through the Suez Canal.

Yesterday, Maersk, which operates
the world’s second-largest container
shipping fleet, said its vessels would be
diverted because of the “highly esca-
lated security situation”. The company

had paused all vessels due to pass
through the Bab-el-Mandeb strait last
Friday because of security concerns.

“The attacks we have seen on com-
mercial vessels in the area are alarming
and pose a significant threat to the
safety and security of seafarers,” the
company said.

Iran-backed Houthi rebels have
intensified their campaign against ships
passing through the Red Sea, which
leads to the Suez Canal, following the
outbreak of the Israel-Hamas war, with
more than 10 attacks on ships in the
area since then.

Most of the attacks have been on ves-
sels with ties to Israel, including several
with ownership links to the Ofer family,
who are among the world’s most power-
ful shipping dynasties, according to

maritime intelligence reviewed by the
Financial Times.

Maersk’s decision coincides with sim-
ilar moves by other shipping groups.
Taiwan-based Evergreen Marine said
this week it had “decided to temporarily
stop accepting Israeli cargo with imme-
diate effect”, and instructed its con-
tainer ships to “suspend navigation
through the Red Sea until further
notice”.

German company Hapag-Lloyd
diverted all ships on Monday to go via
the Cape of Good Hope, MSC decided on
Friday to reroute some of its services
and Marseille-based CMA CGM is taking
similar action.

CMA CGM said it had rerouted some
vessels at present sailing to and from the
US, North Europe and Asia or the Indian

subcontinent to travel via the southern
tip of Africa, and instructed others to
reach safe areas and pause their jour-
neys until further notice.

The attacks in the area risk disrupting
global supply chains that depend on the
Red Sea and the Suez Canal. The water-
way accounts for 30 per cent of all con-
tainer ship traffic and is a vital conduit
for crude oil shipments.

Michael Aldwell, executive vice-
president of Swiss logistics group
Kuehne+Nagel, said about 19,000 ships
navigated through the Suez Canal each
year, typically taking 30 to 40 days to
complete an Asia-Europe voyage.
“Choosing this alternative route from
Asia to Europe may extend the journey
by three to four weeks,” he added.

Maersk said that, as of Monday, it had

about 20 vessels paused, half of which
were waiting east of the Gulf of Aden
and the rest waiting south or north of
the Suez Canal. BP became the first oil
major to pause all shipments through
the area on Monday.

The decision to divert ships comes as
US defence secretary Lloyd Austin yes-
terday announced an expanded inter-
national task force to protect ships pass-
ing through the Red Sea, which would
include the UK, Bahrain, Canada,
France, Italy, Netherlands, Norway, Sey-
chelles and Spain. The group will con-
duct joint patrols in the southern Red
Sea and the Gulf of Aden.

“This is an international challenge
that demands collective action,” he said.
Additional reporting by Sarah White in
Paris and Chan Ho-him in Hong Kong

Hedge fund manager rethinks

pessimistic outlook on sector

after boom in online wagers

HARRIET AGNEW AND OLIVER BARNES

Hedge fund manager Jim Chanos has
switched to a bullish stance on the US
gambling industry after assessing that
Americans lured by novel wagers are
surprisingly “bad bettors”.

The comments mark a change of tune
for the short seller who last month told
investors he was shutting his main
short-focused hedge funds after more
than three decades in business and who
previously had a high-profile bet against
online bookmaker DraftKings.

Chanos began shorting DraftKings in
May 2021, arguing publicly that its busi-
ness model was flawed because of its
massive spending on marketing and
uncertain path to profitability.

But in July last year Chanos & Co
exited the short position, which
accounted for only about 2 per cent of
the fund, booking a $10mn profit.

Best known for betting against energy
group Enron before its bankruptcy in
2001, Chanos said he had reassessed his
pessimism about online sports betting,
which has boomed since a Supreme
Court verdict liberalised the industry
five years ago.

“The betting numbers have contin-
ued to be strong in the US, stronger than
we thought they’d be,” he said. “The
thing that we underestimated — that I
think is going to be a benefit for all these
companies for a while anyway — is what
bad bettors the US gamblers are.”

Chanos closed his short after witness-
ing the growth in riskier forms of betting
through which operators are able to
boost margins because the odds are less
transparent. These include in-game
bets, proposition bets where gamblers
wager on certain events happening and
multi-string, accumulator bets.

During the 2022-23 National Football
League season, Chanos realised that
gamblers were rapidly switching from
pre-game wagers, where competition to
attract those who shop around for the
best odds forces sports gambling groups
to keep their margins at about 5 per
cent, to these new types of bets.

Such wagers have “really bad-odds
bets for [gamblers] . . . so it’s become a
better business than we thought it
would be and we saw that during last
year’s football season and that’s why we
covered our short”, Chanos said.

Financials. Short seller

Chanos turns bullish on ‘bad’ US gamblers

Sporting chance:
new types of
bets on the NFL
encouraged Jim
Chanos, below,
to rethink his
stance on the

gambling sector
Jeremy Reper/ USA Today
Sports, Victor J. Blue/
Bloomberg

In-game bets typically command a
margin of about 8 per cent, and proposi-
tion and accumulator bets boost mar-
gins above 10 per cent, according to
Chad Beynon, an analyst at Macquarie
Group.

The gross margin or “hold”, the per-
centage of money that sports gambling
groups keep for every dollar wagered,
has grown significantly since the regu-
lated industry was created in 2018 as the
new betting products have proliferated.

This yearitis on track to hitabout 9 per
cent, up from just 6.7 per cent five years
ago, according to data compiled by Mac-
quarie.

Alun Bowden, an analyst at gambling
consultancy Eilers & Krejcik Gaming,
said growth had been driven in part by
the rising number of in-match events on
which gamblers could bet. But the
growth had mostly come from new
forms of betting offered by US betting
apps that “disguise the margin”, such as
accumulator bets, particularly those on
a single event known as same-game par-
lays.

“The traditional way of betting is two-
way markets where the margins are
clear to players, but same-game parlays
massively increase the margin butin a
way thatis much less obvious to the con-
sumer, said Bowden.

About a quarter of all bets are in-game
wagers, according to sports wager group
BetVision, but this is expected eventu-
ally to rise to 70-80 per cent, in line with
more mature markets.

‘Betting
numbers
have
continued
to be strong
in the US,
stronger
than we
thought
theyd be
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The two biggest betting operators
reported their first profits this year, with
Dublin-based Flutter making $62.5mn
in the first half and DraftKings turning
profitable in the second quarter and
expected to post a full-year profit in
2024.

DraftKings’ share price has more than
tripled this year to $35.19 as of the end of
Monday. Chanos, who took his short
position when the stock was trading at
more than $45 a share, said the US bet-
ting sector was “turning into a duopoly™
with FanDuel and DraftKings control-
ling the vast majority of the market.

“We covered our DraftKings’ [short]
at mid-teens, so that one worked out
well for us,” he added.

Chanos & Co is returning the bulk of
the funds to investors by year-end, with
the firm’s assets having dropped from
between $6bn and $7bn at the end of
2008 to less than $200mn. He will con-
tinue to offer bespoke advice on funda-
mental short ideas as well as some
macro insights.

----------------------------------------------------------------------------
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----------------------------------------------------------------------------

Energy

Equinor and
(German state
supplier SEFE
agree €50bn
gas contract

ALICE HANCOCK — BRUSSELS

Norway’s Equinor signed its biggest
long-term gas contract in nearly 40
years yesterday in a €50bn deal with
German state energy group SEFE.

It comes as EU countries seek stable
supplies to compensate for the loss of
piped gas from Russia.

The deal would supply Germany with
129bn cubic metres of gas up to 2039,
enough to cover a third of the country’s
industrial demand, said Anders Opedal,
chief executive of state-owned Equinor.

It ensured energy security for
Europe’s industrial hub and showed
“close collaboration” between Germany
and Norway after Moscow cut gas sup-
plies in retaliation for sanctions over its
full-scale invasion of Ukraine, he added.

The agreement would reflect market
prices, which at current value would
make the deal worth about €50bn,
according to people with knowledge of
the contract.

The sudden depletion of cheap Rus-
sian gas last year left EU countries rush-
ing to find supplies and secure contracts
with friendly countries. The European
Commission has signed memorandums
of understanding with several gas pro-
ducing nations such as Qatar and the US
in order to guarantee stable flows.

EU energy ministers were due to dis-

"We are signing contracts
now that are longer
and for larger volumes’

Anders Opedal, Equinor CEO

cuss the level of gas supplies this winter
and agree on the extension of emer-
gency measures introduced last year,
such as cuts to gas demand, at a meeting
yesterday.

Opedal said Equinor’s deal with SEFE
was part of increasing appetite for long-
term gas contracts as EU governments
locked in supplies despite ambitious
decarbonisation targets. The bloc aims
toreach net zero emissions by 2050.

“We are signing contracts now that
are longer and for larger volumes,”
Opedal said, adding that between 2021
and 2023 the total number of contracts
agreed by Equinor had more than dou-
bled, with a notable increase in long-
term deals.

He added that the trend had also been
driven by the realisation that renewable
energy would not come online quickly
enough to replace fossil fuel demand. “It
takes time to develop a new energy sys-
tem and we will need gas,” he said.

Gas when burnt produces fewer emis-
sions than coal or oil.

The gas will be delivered through
pipes from Norway to hubs in the UK,
Netherlands and Germany.

SEFE, previously named Gazprom
Germania and owned by the Russian
energy group Gazprom, was national-
ised by Berlin in November 2022 and
recapitalised for €6.3bn in December
after incurring big losses.

Norway has replaced Russia as the
EU’s largest gas supplier, providing half
of the bloc’s piped gas.

The Equinor deal also includes a non-
binding letter of intent for SEFE to buy
hydrogen produced by the Norwegian
group using gas but with carbon capture
technologies. Hydrogen is seen as a cru-
cial fuel for decarbonising heavy indus-
tries such as fertiliser and steel but low
carbon hydrogen has yet to be produced
at any significant scale.
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Property

Signa plans to put half of New York’s Chrysler Building up for sale in urgent effort to raise cash

SAM JONES — BERLIN
JOSHUA CHAFFIN — NEW YORK

Signa Holding is in negotiations to sell
half of New York’s Chrysler Building in
an urgent attempt to raise cash, the col-
lapsed European property company’s
administrator has said, as he warned of
a protracted and financially painful
wind-down ahead.

Creditors of the Austrian company,
founded by swashbuckling developer
René Benko, met in Vienna yesterday to
hear administrator Christof Stapf give
his first assessment of its finances since
insolvency proceedings began last
month. Stapf told them that he and
other outside advisers were still strug-
gling to understand — or gain control
over — Signa Holding’s sprawling net-
work of subsidiaries and assets.

The holding company urgently
needed cash to pay for its own wind-
down, Stapf stressed, but had relatively
little that it could immediately put on

the market. “The sale of Signa Holding’s
Cessna Citation XLS private jet is under
way . . . [and] discussions are also being
held regarding the investment in Signa
RFR US Selection AG, whose US real
estate projects include the Chrysler
Building in New York,” he said.

Signa Holding owes just over €5bn to
creditors. So far €1.1bn of claims have
been filed ahead of a mid-January dead-
line.

Analysts at JPMorgan estimated the
broader Signa Group, which Signa Hold-
ing sits at the centre of, owes €13bn. But
that figure is based on limited publicly
available data and restructuring advis-
ers working with Signa say the true fig-
ure may be much higher.

“The issue is we do not know really at
all about the scale of the borrowing. And
even though we are relatively early in
this process, that’s not normal. None of
this is very normal at all,” said a lawyer
working with one Signa creditor.

The art deco Chrysler Building, com-

pleted in 1930, was briefly New York’s
tallest tower before being overtaken by
the Empire State Building.

It is half owned by Aby Rosen, the
developer whose group, RFR, is also the
managing partner. RFR and Signa paid
$151mn for the property in 2019, a frac-
tion of the $800mn the Abu Dhabi
Investment Council spentin 2008.

Rosen has described the Chrysler
Building as “an American icon”, but, for
all its cachet, the building has long been
hobbled by a ground lease that requires
the owners to pay escalating annual
rents to the Cooper Union private col-
lege. Those rents swelled from $7.5mnin
2018 to $32.5mn in 2019 and are due to
reach $41mnin 2028.

Rosen has been locked in talks with
Cooper Union’s board to restructure the
lease. Making it less onerous would, in
theory, allow him to invest in upgrading
the property’s retail offerings.

In the meantime, the Chrysler Build-
ing has performed relatively well even

as other older Manhattan office build-
ings are shedding tenants and seeing
their rents plummet in an era of remote
working. The building’s 1.2mn square
feet were more than 90 per cent leased,
according to recent CoStar data.

Stapf’s task is greatly complicated by
the way in which Benko, 46, set up his

v /”, ,// .’/ LR
The art deco Chrysler Building has
been described as ‘an American icon’

property empire. Although he exerted
almost complete control, and was its
biggest shareholder, he has held no for-
mal managerial role since 2013 and
ensured accounts across its dozens of
subsidiaries and their sub-entities were
never consolidated.

“The holding company alone has 53
direct investments in companies and
indirect investments in several hundred
other companies,” Stapf said.

He asked for creditors and sharehold-
ers from across the group to unite under
a single “group-wide steering commit-
tee” as the only viable way to unwind its
operations fairly. “The preliminary
organisational chart of the group as of
September 30 comprises a total of 46
pages in A3 format,” he added, pointing
out that hardly anyone within the com-
pany seemed to know how it was run.

Of the 42 employees of Signa Holding,
34 worked in hospitality functions,
including a huntsman and staff for
Benko’s private jet. Stapf laid them off in

early December. “There is a lack of man-
agement capacity with overarching
knowledge . . . the holding company
has recently only partially fulfilled its
control function,” Stapf told creditors.

Faced with a crippling debt burden,
and troubled by Benko’s apparent sang-
froid in the face of mounting problems,
Signa’s minority shareholders — which
include some of the wealthiest families
in Europe — rebelled against the busi-
nessman shortly before the company
went into administration.

Many of those owed money by Signa
are now scrutinising the way Benko ran
the businesses, raising questions about
excessive expenses charged to obscure
entities and complex intra-company
loans that shuffled billions of euros
around the group in the months before
its collapse.

Benko, who was convicted of bribery
in 2013, is currently a suspect in an
investigation into corruption and abuse
of office in Austria.
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BENJAMIN PARKIN — NEW DELHI

India’s central bank has moved to curb
rising stress in the burgeoning market
for unsecured consumer loans, hitting
fintech lenders such as Paytm which
had been increasingly relying on riskier
borrowing for growth.

The Reserve Bank of India announced
in November that lenders had to
increase the risk weight, the minimum
amount of capital they must hold in
relation to the asset, for personal loans
from 100 per cent to 125 per cent after
data showed the share of delayed pay-
ments was rising.

The measure is designed to avert soar-
ing consumer debt and delinquencies by
pushing up the cost of capital and slow-
ing growth for companies that have in
recent years poured into higher-risk
credit card or retail lending for fatter
margins. RBI Governor Shaktikanta Das
warned banks to avoid “all forms of exu-
berance” after imposing the curbs.

Since then, the shares of Paytm, one of
India’s biggest fintech groups with a
market capitalisation of Rs384bn
($4.6bn), have fallen more than 30 per
cent, with Warren Buffett’s Berkshire
Hathaway selling its 2.5 per cent stake in
the company shortly after the RBI’s
order. Last week, SoftBank-backed
Paytm announced it would cut back on
small-ticket loans below Rs50,000.

Smaller fintech lenders face an uncer-
tain future. Another group, ZestMoney,
which offered unsecured personal loans
and was already struggling before the
RBI’'s announcement, is shutting down,
according to media reports and a person
familiar with the matter. ZestMoney did
not respond to arequest for comment.

“There were a lot of players who had
mushroomed trying to do lending in the
Indian digital market,” said Peeyush
Dalmia, a senior partner at McKinsey,
warning that the regulation would force
some companies to collapse. “The more
serious folks who were very focused on
profitability, very focused on risk,
they’ll start to benefit.”

Unsecured loans have emerged as a
big growth area for businesses in India,
the most populous country with 1.4bn
people, thanks to robust economic
growth following the pandemic. Sophis-
ticated digital infrastructure and loose
regulation led to a boom in online lend-
ers offering loans with interest rates
starting in low double-digits.

Fintech and non-bank financial lend-
ers sprung up to cater to the millions of
Indians joining the credit-hungry mid-
dle class — many of whom have tradi-
tionally had limited access to the finan-
cial system — and looking to buy every-
thing from refrigerators to holidays.

Banks have also expanded into per-
sonal lending. Unsecured credit card
loans from banks grew nearly 30 per
cent year on year between April and
September, according to Fitch Ratings,
compared with overall loan growth of
20 per cent.

This competition has forced lenders
into ever riskier areas, such as rural
microfinance, according to Fitch direc-
tor Siddharth Goel. “Everybody was try-
ing to get on the bandwagon and trying
to lend and lend and lend,” he said.
“There was a lot of equity chasing
because everybody thought this was the
spacetobe.”

But early signs that credit quality was
starting to deteriorate among consum-
ers prompted the RBI to intervene. The
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India’s curbs on unsecured loans
pose threat to Paytm and rivals

Fintechs race to adapt after central bank introduces tougher capital rules to prevent delinquencies
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| Consumer credit growth has risen fast in India

Regulators have reacted to rising personal loan delinquencies l
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Paytm is among rate of personal loans overdue by at Hardika Shah, the founder of Kinara ‘The more Paytm, which expanded into personal
digital lenders least a day, which has risen steadily in  Capital, a non-bank financial company i and merchant lending more than three
that have recent years, hit10.4 per centin July this  that provides unsecured business loans, sustainable years ago, announced last week that it
flocked to serve year, up from 8.9 per cent in March  said that while the RBI's measure did model is would now prioritise higher-value
credit-hungry 2019, according to Marcellus Invest- not directly affect them as business : loans. The company said that personal
consumers ment Managers in Mumbai. lenders, it was likely to push up costs ObVlOllSly loans below Rs50,000 had become
whose access to Bajaj Finance, one of India’s largest = acrossthe industry. banklng “very, very negligible” at 5 per cent of its
small loans has non-bank financial companies, said in “The effect could be a liquidity crunch R lending portfolio or less, compared with
traditionally October that it had cut small-ticket because people are rethinking,” she Thﬁy V€ nearly 10 per cent earlier.
been limited lending over signs that consumer bor-  said. The RBI's announcement “was a been doing But Tej Shah, a portfolio manager at
iy o rowing had become “moreimprudent”. =~ hammer coming down immediately. So ) Marcellus, warned that the RBI’s
The RBI'sregulations willnowrequire  obviously they must feel that the risk is this for announcement and the slowdown in
lenders to set aside a larger chunk of large enough for them to take this kind ages Banks consumer lending would make it more
capital for the consumer and creditcard  of action this quickly.” e difficult for many fintech companies.
loans they give out, limiting the amount Analysts said that digital lenders, who will win “They have some customers but they

of funds available to lend and increasing
competition for loans.

“India is a credit-starved country,
were a consumption driven country,”
said Shailesh Dixit, co-founder of Gro-
mor Finance, which offers business
loans. Lenders “have to look at this
much more judiciously . . . the cost of
capital will go up”.

often served as conduits between finan-
cial institutions and consumers, were
particularly exposed. Companies such
as Paytm, one of India’s oldest fintech
groups, have built user bases of hun-
dreds of millions of customers through
the rapid growth of cheap digital pay-
ments but have struggled to monetise
their platforms.

Technology. US lawsuit

don’t really have a business model or
know how to monetise that,” he said,
adding that banks were best-placed to
raise more capital.

“The more sustainable model is obvi-
ously the banking model. They've been
doing this for ages, the way it should be
done under the regulatory lens. The
banks will win.”

............................................................................
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Milton given
four-year jail
term for lying
about Nikola

JOE MILLER — NEW YORK
CLAIRE BUSHEY — CHICAGO

Trevor Milton, the founder of electric
and hydrogen-powered truckmaker
Nikola, was sentenced to four years in
prison for lying to investors about the
readiness of his start-up’s technologies
in order to boost its share price.

The 41-year-old serial entrepreneur was
found guilty on three counts last year,
and faced a maximum sentence of
almost 34 years. He broke down during
the sentencing hearing late on Monday,
pleading with the judge to take his “unu-
sually tender heart” into consideration,
and that he was not a “very seasoned
CEQ”, and spare him prison time.

But Judge Edgardo Ramos said Milton
had used his “considerable social media
talents to tout the company in ways that
were materially false” and that “real
people were hurt by [his] actions”.

The sentence included a $1mn fine
and three years of supervised release, as
well as the forfeiture of a Utah ranch, yet
fell far short of the 11 years sought by the
government. Prosecutors had compar-
ed Milton’s crimes with those of Ther-
anos founder Elizabeth Holmes, who
was sentenced to more than 11 years in
prison after being convicted for fraud.

Ramos said he believed that while
Holmes’s fake blood diagnostics com-
pany “resulted in very real life
harm . .. thatis not what Milton did”.

Milton’s lawyers indicated they would
appeal against the guilty verdict and the
sentence. He will remain free on bail
while the appeal is pending.

Damian Williams, US attorney for the
Southern District of New York, whose
office brought the case, said the sen-
tence “should be a warning to start-up
founders and corporate executives eve-
rywhere, ‘Fake it till you make it’ is not
an excuse for fraud, and if you mislead
your investors, you will pay a stiff price.”

Milton’s sentencing caps a precipitous
fall for Nikola, which went public via a
special purpose acquisition company, or
Spac. It briefly boasted a higher market
valuation than Ford before short seller
Hindenburg Research called the com-
pany “an intricate fraud”, alleging it had
exaggerated its tech and faked product
launches.

That report, which came just two days
after General Motors announced a $2bn
deal with the start-up in 2020, also
claimed it faked a product video in 2018
by rolling its Nikola One truck along a
downbhill stretch of road to disguise that
it had no working propulsion system.

Milton’s lawyers had described him
during his trial as a gifted entrepreneur
and claimed he had been made a scape-
goat by other executives who sought to
blame him for Nikola’s problems.

Marc Mukasey, a lawyer for Milton,
said on Monday that while his client
might have occasionally been “impul-
sive” and “undisciplined”, he had a
“decent and pure heart” and never
intended to harm anyone.

In his own appeal to the judge, Milton,
who is of Mormon faith, cited several
Bible verses and characterised himself
as someone who would “die on the cross
for the truth”. He said it was “impossi-
ble” for him to “purposely hurt others”.

Ramos said “the law does not grant a
pass for good intentions” and that it was
of “no moment” whether Milton
believed what he said at the time.

Milton faces several civil lawsuits,
including one brought by the Securities
and Exchange Commission.

Google to pay $700mn in antitrust settlement over its Android app store

Silicon Valley group agrees to

alternative billing methods as

part of ‘unprecedented’ case

MICHAEL ACTON — SAN FRANCISCO

Google will pay $700mn to settle a law-
suit brought by a group of US states
accusing it of quashing competition to
its Play Store on Android devices,
according to court filings.

The announcement of the terms of
the settlement, which was reached in
September, comes after Epic Games, the
maker of popular online game Fortnite,
won a related case against the tech com-
pany last week.

Google agreed to pay $630mn into a
settlement fund for consumers, with
another $70mn going to a fund for the
states, the court document showed.
Under the settlement, filed late on Mon-
day, Google also agreed to make changes
to the way the Android system works in
the US, such as allowing developers to

implement an alternative billing
method for in-app purchases.

Atissue in the case were Google’s con-
tracts with smartphone makers, net-
work operators and game developers,
which the US states alleged shut down
competitors to the Play Store.

Google collected excessive fees on dig-
ital purchases on its Play Store by pre-
venting alternative payment methods
that could offer lower fees, the states
argued.

It began a pilot programme in Novem-
ber last year called user choice billing, in
partnership with Spotify, which gave
users the choice between using Google
Play’s billing system or paying Spotify
directly to purchase items or subscrip-
tions. Google said the pilot programme
would test options for alternative pay-
ment methods and gather insights from
developers on how it might evolve.

The company has now committed to
rolling that option out across the Play
Store. Google will also allow developers
to steer consumers outside its store to
other payment methods.

“The settlement requires Google to
give all developers, including game
developers, the option to add alterna-
tive in-app billing systems for at least
five years,” the filings said.

All 50 US states, plus the District of
Columbia, Puerto Rico and the US Vir-
gin Islands, signed on to the agreement
with Google. The states said Google’s
acquiescence was “unprecedented” in
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Google was accused of collecting excessive digital purchase fees — omar marques/sora

antitrust regulation of Big Tech compa-
nies in the US.

“The negotiated terms will offer sig-
nificant, meaningful, long-lasting relief
for consumers throughout the country,”
they said in the filings. “No other US
antitrust enforcer has yet been able to
secure remedies of this magnitude from
Google, or, for that matter, from any of
the other major digital platforms.”
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The settlement requires approval
from the California federal judge over-
seeing the states’ lawsuit, which was
filed in 2021.

The same judge, James Donato, is also
tasked with deciding what penalties
Google should face after a jury found it
guilty of breaking antitrust law in the
Epic Games trial.

The terms of the settlement with the
US states were kept under wraps while
the weeks-long trial was under way.

In addition to the $700mn payment
and the commitment to allow alterna-
tive billing options, Google said it would
make it easier to download apps on
Android devices from sources other
than its Play Store, a practice known as
“sideloading.”

This will include “updating the lan-
guage that informs users about these
potential risks of downloading apps
directly from the web for the first time”,
the company’s vice-president for gov-
ernment affairs and public policy, Wil-
son White, said in a blog post.

Critics say such warnings deter

consumers from going elsewhere.

White said Google was pleased with
the resolution of the case. “This settle-
ment builds on Android’s choice and
flexibility, maintains strong security
protections, and retains Google’s ability
to compete” with other operating sys-
tems, as well as invest in the Android
ecosystem, he said.

Epic Games criticised the settlement,
saying that consumers would continue
to overpay for digital goods. Corie
Wright, Epic’s vice-president of public
policy, said Google would impose “junk
fees” on developers who opted for alter-
native billing methods to avoid Google’s
automatic fee on digital payments.

“In the next phase of the case, Epic
will seek meaningful remedies to truly
open up the Android ecosystem so con-
sumers and developers will genuinely
benefit from the competition that US
antitrust laws were designed to pro-
mote.”

Epic also took Apple to court over its
App Store in 2020, in a case it is seeking
to appeal to the US Supreme Court.
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Impact investors see opportunity in education

Patrick
Temple- Y=
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he UN’s 2015 Sustainable

Development Goals with 17

key targets is aimed at end-

ing poverty and hunger and

prompting all sorts of aspi-
rations from governments and the pri-
vate sector alike.

But making any progress on these
goals has been a slog. Earlier this year,
the UN published a status report that
said the SDGs “are in peril”.

Only about 12 per cent of targets are
on track and more than half are moder-
ately or severely off track.

One of those 17 goals is quality educa-
tion for children. Even before the Cov-
id-19 pandemic, education systems
were struggling to improve. The UN’s
status report said global learning levels
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Financials

“showed no progress between 2015 and
2019”. And more than 80 per cent of
countries have been stung by learning
losses thanks to Covid-related school
closures, the UN said.

Into this crisis step impact investors.
Green and climate impact funds target-
ing private companies are common. But
impact funds dedicated to education are
not. One of the few is New York-based
Achieve Partners, which has just closed
an investment round for its latest fund.

This $167mn fund will be focused on
primary, secondary and university edu-
cation to improve learning outcomes. It
will give academic researchers full
access to its portfolio so that they can
independently check student outcomes.

Daniel Pianko, a managing director at
Achieve, said: “The traditional critique
of edtech is ‘does this stuff work?” We
think we are the only fund that has
made that commitment [to independ-
ent academic scrutiny] and we think
thatisreally important.”

The fund has already made a handful
of investments, including in Mas-

-------------------------------------------------------------------------------
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Pimco warns of
‘hard landing’ for
British economy

Bond fund heavyweight
runs larger than usual bets
on UK government debt

KATE DUGUID — NEW YORK
KATIE MARTIN — LONDON

The UK is at high risk of a serious
economic downturn next year, one of
the world’s biggest active bond fund
managers has warned.

Daniel Ivascyn, chief investment
officer at Pimco, told the Financial
Times that he had been running larger
than usual bets on UK government
bonds relative to those from the US in
anticipation that the UK would suffer
greater economic strain.

“In the case of the UK — a smaller,

‘In the case of the UK, you
have a higher probability
of more significant
economic deterioration

open economy with a consumer that’s
feeling the brunt of central bank policy
far more than their US counterparts —
you just have a higher probability of
more significant economic deteriora-
tion,” he said. “We do think there’s
potentially more hard landing risks.”

The UK economy unexpectedly con-
tracted 0.3 per cent in October after a
0.2 per cent expansion in the previous
month, according to data last week.

Last week, the Bank of England
trimmed its fourth-quarter economic
growth forecast back down to flat from
0.1 per cent previously — in part due to
weaker household spending.

UK government bond yields, which
move inversely to prices, have fallen
sharply since late October with bench-
mark 10-year yields sinking by a full
percentage point to about 3.7 per cent.

The move has been driven by inves-
tors betting on a faster pace of interest
rate cuts next year and has been led by
the US bond market, which exerts a
strong influence around the world.

A weaker UK economic outlook
would typically be expected to pull
those yields down further, generating
strong returns for bondholders.

Ivascyn also highlighted the eurozone
as being susceptible to a deeper eco-
nomic downturn in the year ahead.

His large investments in UK and Euro-
pean bonds relative to the US had
“worked out very, very well”, he said.

“The risk of harder landing scenarios
[in the eurozone and the UK ] or the sus-
ceptibility of those economies to addi-
tional unanticipated growth shocks are
much more significant,” he added.

The US economy had proved surpris-
ingly resilient in 2023 but the UK and
Europe risked “a more significant dete-
rioration”.

Last week, the European Central
Bank revised down expectations for
euro area growth in 2023 and 2024,
forecasting that gross domestic product
growth this year will be 0.6 per cent.

The BoE and the ECB pushed back last
week against expectations for interest
rate cuts early in 2024, just hours after
the US Federal Reserve suggested that it
may cut interest rates three times next
year.

BoE governor Andrew Bailey said
there was “still some way to go” before
inflation sank back to the target while
ECB president Christine Lagarde said
there was “work to be done”.

The downbeat outlooks for the UK
and eurozone economies are in stark
contrast to the US, where growth has
remained strong.

The broad consensus now among
investors is that the Fed will manage to
deliver a soft landing — bringing infla-
tion down to target without cracking the
economy.

teryPrep, a Louisiana-based business
that offers standardised test prepara-
tion services aimed at lower-income
families. US state colleges required min-
imum test scores for college applicants,
Pianko said. Students with good grades
but lousy standardised test scores can
be shut out. But MasteryPrep offers
online test help that can be a fraction of
the cost of expensive tutors.

Other big impact investors have been
interested in the market. Last week, pri-
vate equity firm TPG’s Rise Fund took a
majority stake in Outcomes First Group,
a UK-based business that provides edu-
cation, residential and therapeutic serv-
ices for people with special needs.

“We see a growing number of oppor-
tunities in vocational and upskilling
solutions, affordable higher education
in developing markets and education
technology leveraging generative artifi-
cial intelligence,” said Steve Ellis, co-
managing partner of the Rise funds.

Big trends in US education are also
making this sector a lucrative invest-
ment opportunity. States are increas-

Results delay
Hipgnosis
grapples with
asset values

Sharon Van Etten is among artists
to feature in Hipgnosis Songs
Fund’s music rights portfolio

Robin Little/Redferns

ingly offering school vouchers — gov-
ernment payments that parents can use
to pay for their children’s schools.

The US spent $870bn on public ele-
mentary and secondary schools in the
2019-20 school year, according to the
Department of Education. That’s an
average of $17,013 per public school

"When the cost of
education goes up, the
demand for a better
return goes up too

pupil. College spending totals about
$450bn, the DoE says.

“When the cost of education goes up,
the demand for a better return goes up
too,” Pianko said, so parents were rais-
ing their standards for the schools.

Parents wanted their dollars — or the
government’s money — to be spent
more efficiently, he added.

But like all investments, the edtech
space comes with risks and has seen

Hipgnosis Songs Fund has delayed the
release of its first-half results after the
music rights owner expressed concern
over the value of its assets.

The London-listed group said
yesterday that a valuation it had
received from an independent provider
was “materially higher” than that
implied by recent deals in the industry.

After consulting Hipgnosis Song
Management, which helps manage the
listed music fund, it decided to push
back the publication of its first-half
results. It now expects to publish its
results by the end of December.

Hipgnosis Songs Fund was founded
in 2018 by former band manager
Merck Mercuriadis, who sought to
turn rights into a mainstream asset
class. However, higher rates have
pushed up the “discount rate” that is
used to calculate asset values into the

some debacles. In June, the auditor of
Indian education group Byju’s resigned
amid accounts concerns. The company
is looking to sell assets to stay afloat.

US for-profit universities came under
scrutiny during the Obama administra-
tion for raking in government funds
while graduating few qualified students.
Several of these businesses closed.

But for the most part, education
impact investing “is very boring”,
Pianko said. And sound long-term
investing is usually boring, too. For
impact investors, the climate and other
environmental issues demand more
funding. But the education SDG should
not be overlooked.

It remains to be seen how education
will evolve as artificial intelligence and
chatbots become a part of our daily
lives. But ensuring that students are not
left behind amid these trends could
arrest the “perils” facing the SDGs.

A version of this article first appeared in the
Moral Money newsletter. Sign up at
FT.com/newsletters

future, cutting song right valuations.

The decision to delay the results is
the latest blow to Hipgnosis, whose
shares have fallen a fifth this year.

It already faces doubts over its
future after investors rejected its
attempt to secure a further five-year
mandate in October.

In a statement yesterday,
Hipgnosis Songs Fund highlighted a
proposed $417.5mn transaction to
sell a portfolio of its music rights to a
fund owned by Blackstone,
representing a discount of 24 per
cent to the portfolio’s valuation at
the end of March. That deal was
blocked by investors in October.

Hipgnosis has been searching for a
new auditor after PwC refused to
reapply for the job. Oliver Ralph,
Simon Foy and John Aglionby
Seelex
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Odey Asset
Management
says FCA ‘will
not be taking
any action’

HARRIET AGNEW AND ANTONIA CUNDY

The Financial Conduct Authority has
closed its investigation into Odey Asset
Management and “will not be taking
any action,” said the firm yesterday.

Odey Asset Management announced in
October it was shutting, five months
after allegations of sexual assault and
harassment against its founder, Crispin
Odey, plunged one of London’s oldest
hedge fund groups into crisis.

A Financial Times investigation in
June reported claims from 13 women
against Crispin Odey over alleged sexual
misconduct carried out over decades.
The financier, who strenuously denies
the allegations, was ejected from the
partnership. Banking partners, includ-
ing Morgan Stanley and JPMorgan, cut
ties and within a week, the firm
announced it was breaking up.

In July, the FCA issued its first confir-
mation of its probe into Odey Asset
Management, as well as its founder.

At the time, Nikhil Rathi, chief execu-
tive of the UK financial regulator, wrote
in a response to the Treasury select
committee that the investigation into
Crispin Odey was focused on “allega-
tions that he dismissed OAM’s executive
committee for an improper purpose”
and whether he was a “fit and proper
person” to work in financial services.

The regulator also said it was looking
at whether he had “failed to comply”
with conduct rules on integrity, due
skill, care and diligence.

Crispin Odey fired the hedge fund’s
executive committee in 2021 after they

After the FT published its
Investigation, seven
further women came
forward with allegations

tried to bring disciplinary proceedings
against him for violating a final written
warning over his conduct towards
female employees.

The FT’s previous reporting, which
exposed a culture of complicity at the
firm, revealed the firm had settled mis-
conduct allegations against its founder
as far back as 2004 and had other com-
plaints against him on file from 2005
and 2020. By 2021, the firm was aware
of five women who made complaints to
human resources about sexual assault
or harassment by the financier.

After the FT published its investiga-
tion in June, seven further women came
forward with similar allegations of
assault or harassment against Crispin
Odey.

The financier did not respond to a
request for comment regarding the first
six of these later complaints. In
response to the last, regarding an inci-
dent in 2005, he admitted he did “grab”
his female employee’s breasts but said it
was due to the after effects of anaesthet-
ics. Of the 20 women in total who
brought allegations against the finan-
cier, 13 were employees of the firm.

The FCA has now closed its investiga-
tion into OAM, Rathi wrote to the Treas-
ury committee this month.

Rathi told the select committee last
week that the investigation into Crispin
Odey himself “remains ongoing”.

Crispin Odey did not respond to a
request for comment.

Additional reporting by Laura Noonan
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Renowned economic indicator

is set to be the top-performing

industrial mineral this year

HARRY DEMPSEY

Copperis setto finish the year as the top-
performing industrial metal as produc-
tion disruptions squeeze the supply of a
commodity used in power lines, cars
and household appliances.

A recent price surge following mine
supply problems in Latin America —
coupled with signs of improvement in
the Chinese economy — have put the red
metal up 2.5 per cent this year at $8,600
atonne.

The closure of a giant mine in Panama
and a severe downgrade in Anglo Amer-
ican’s forecast copper production in
recent weeks have contributed to
removing 750,000 tonnes or 3 per cent
of global supply next year compared
with previous estimates, according to
Bank of Montreal.

Vale and Rio Tinto also recently gave
production forecasts that fell short of
some analysts’ expectations.

Traders had been betting on increas-
ing supply at copper mines in the Demo-
cratic Republic of Congo, Peru and Chile
to outstrip demand next year but they
now see the market being tightly bal-
anced.

“Only two months ago, expectations
for 2024’s copper market were decid-
edly downbeat,” said Colin Hamilton,
managing director of commodities
research at BMO. “The prospect of a bad
year for copper has now disappeared.”

Copper’s comeback in 2023 has taken
place against a challenging backdrop for
metals during one of the most aggres-
sive campaigns of interest rate rises in

Commodities. Production disruption

Supply squeeze helps copper
buck tough year for metals
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the US Federal Reserve’s history and as
the Chinese economy failed to rebound
strongly from Covid-19 lockdowns.

High interest rates pushed up the dol-
lar, in which metals are priced, with the
US Dollar index up more than 3 per cent
year to date by early October — making
commodities more expensive for
importers.

Higher borrowing cost have also led
to a pullback on capital-intensive
investment and elevated financing costs
to hold metal stocks, which prompted
manufacturers toreduce inventories.

Those bearish factors also helped to
exert downward pressure on alumin-
ium, lead and zinc — putting base metals
on track to be the worst-performing
commodity sector for a second year
running.

Tin was the only other of the six major
industrial metals besides copper to rise
this year after the suspension of mining
in a key region of Myanmar, the world’s
third-largest producer, outweighed the
hit to demand.

Nickel, however, had a tough year due
to surging supply out of Indonesia and
the increasing conversion of low-grade

Copper and tin hold their own |
as base metals suffer
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nickel products into a high-quality
metal that can be delivered to London
Metal Exchange warehouses.

The key ingredient for steelmaking
and electric car batteries fell 45 per cent
to $16,750 per tonne.

Copper has long had the nickname
“Dr Copper” because its wide-ranging
use in construction and manufacturing
make it a leading indicator on the health
of the global economy.

However, supply issues and strong
growth for green energy sectors such as
renewable power, grid upgrades and
electric cars — all of which are heavy
users of copper because of its ability to
conduct electricity — have called that
into question.

In China, electric vehicles, plug-in
hybrids and solar panels production
surged roughly 35 per cent year on year
in November, helping to prop up
demand for copper despite the coun-
try’s struggling manufacturing and
property sectors, according to the
National Bureau of Statistics.

“The Chinese economy is not doing
badly, although everyone seems to be
talking about it as though it is in reces-
sion,” said Daniel Smith at AMT, a Lon-
don-based metals broker.

Smith reckoned that hidden stashes
of copper — not declared in official
inventories but available on the market
— help explain why the rebound in
prices has not been stronger.

Copper has only gained 8 per cent
since mid-October, despite the sweep-
ing supply cuts announced.

Copper’s supply problems going into
next year reflect broader concerns
about the mining industry’s ability to
keep up with a boom in demand as the
world turns to green energy, even as the
quality of deposits declines, making
extraction harder.
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Asset management

Tennessee sues BlackRock in latest
anti-ESG salvo by Republican states

WILL SCHMITT — NEW YORK

BlackRock has been sued by the US
state of Tennessee, which accused the
$9.1tn New York-based asset manager
of violating consumer protection laws
by misusing environmental, social and
governance factors in its investment
strategy.

The lawsuit filed in state court by Ten-
nessee attorney-general Jonathan
Skrmetti on Monday alleged that Black-
Rock had been inconsistent in stating
whether it focused exclusively on
investment returns or whether it gave
preference to ESG considerations.

“For years . . . BlackRock has misled
consumers about the scope and effects
of its widespread ESG activity,” the com-
plaint said.

The lawsuit goes on to claim that
“BlackRock has downplayed the extent
to which ESG considerations drive its
investment strategies across all hold-
ings, even in non-ESG funds” and “over-
stated the extent to which ESG consider-
ations can affect companies’ financial
performance and outlook™.

It is the latest salvo in a campaign
waged by Republican state financial

officers against ESG investing generally
and against BlackRock specifically.

It follows BlackRock’s waning support
for ESG-focused shareholder proposals
and chief executive Larry Fink’s deci-
sion to stop using the term ESG on the
grounds that it had been “weaponised”
by conservative and liberal politicians.

“Ultimately, I want to make certain
that corporations, no matter their size,
treat Tennessee consumers fairly and
honestly,” Skrmetti, a Republican, said.

BlackRock said: “We reject the attor-
ney-general’s claims and will vigorously

BlackRock bosses fear the term ESG
has been ‘weaponised’ by politicians

contest any accusations that BlackRock
violated Tennessee’s consumer protec-
tion laws. Contrary to the attorney-gen-
eral’s claims, BlackRock fully and accu-
rately discloses our investment prac-
tices and our approach to proxy voting.”

Officials in Texas, Florida, South
Carolina and other Republican states
previously pulled assets from Black-
Rock and have targeted the firm for
divestment after concluding that its use
of ESG considerations amount to a boy-
cott of fossil fuels.

BlackRock has repeatedly pushed
back on that contention. In late 2022,
after it was placed on a list of financial
firms boycotting fossil fuel companies in
Texas, BlackRock said it had invested
more than $100bn in Texas energy com-
panies, notably ExxonMobil.

BlackRock also has been the target of
pressure from the left. New York City
comptroller Brad Lander has accused it
of giving in to a “misinformed” anti-ESG
pressure campaign.

Tennessee’s lawsuit noted the firm
“appears to have settled on a strategy of
telling both sides what they wanted to
hear, in an effort to keep everyone’s
business”.

Seeing red:

the metal has
long had the
nickname ‘Dr
Copper’ because
its use in
building and
manufacturing

provides signals
for the health of
business activity

Oliver Bunic/Bloomberg

“The copper
market is
entering a
period of
much
clearer

That trend has been starkly on show
at Chilean state-owned Codelco, the
world’s number one copper producer,
where output is set to be the lowest in a
quarter of a century once again this
year.

Goldman Sachs predicts a copper
price of $10,000 a tonne in 12 months,
helped by the supply forecast down-
grades and the Fed’s dovish pivot last
week.

“The supply cuts reinforce our view
that the copper market is entering a
period of much clearer tightening,
underpinned also by a strong trend of
metal pulled into China given its now
fully destocked state,” analysts wrote in
anote to clients.

Speculative activity has also helped
drive copper’s rebound.

Positions on copper across the three
key exchanges have shifted from the
widest net short — bets on lower prices
— this year in late October to the largest
net long in three months as futures trad-
ers bet on higher prices.

“Copper has separated itself from the
rest of the base metal suite over the last
month driven by a softening in macro
headwinds and strengthening funda-
mentals, which in turn, have caught
investors’ attention,” said Natalie Scott-
Gray, senior metals analyst at StoneX, a
broker.

Looking forward to 2024, analysts
said industrial metals were likely to
remain caught in a tug of war between
China’s economy and the rest of the
world.

“The major determinant of price per-
formance should come back to the
extent to which ex-China growth, and
hence demand, slows further,” wrote
Macquarie analysts, “versus the extent
to which China’s growth can re-acceler-
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Commodities

Rinehart and
Chile’s SOM
to buy lithium
miner Azure

NIC FILDES — SYDNEY
HARRY DEMPSEY — LONDON

Gina Rinehart and Chile’s SQM have
agreed to jointly acquire Western Aus-
tralian lithium prospect Azure Minerals
for A$1.7bn ($1.1bn) after the Austral-
ian billionaire disrupted an earlier bid
for the business in October.

Rinehart’s Hancock Prospecting and
SQM control almost 38 per cent of
shares in Azure, which is mining for lith-
iumin the Pilbararegion.

Shareholders controlling a further 23
per cent of the stock said they would
support the new offer.

The deal marks how Australia’s lith-
ium industry is reshaping with local bil-
lionaires looking to gain a foothold in a
market dominated by Chinese groups.

The wave of dealmaking in the global
lithium sector this year has come after a
80 per cent collapse in prices for the
electric-car battery ingredient helped
reduce valuations of producers.

Australia, which supplies about half
of the world’s raw product, has been a
focus as it is seen as one of the most reli-
able sources of supply to meet future
demand and isa US free trade partner.

SQM, the world’s second-largest lith-
ium producer, tried to buy Azure two
months ago but Rinehart built a strate-
gic stake that threatened to derail the
deal. A similar move by the billionaire

"This offer continues Mrs
Rinehart’s substantial
support for the West
Australian mining industry’

led to the collapse of industry leader
Albemarle’s A$6.6bn takeover of Lion-
town Resources.

The move to partner with Rinehart
combines the Australian company’s
mining experience in iron ore with
SQM’s expertise in processing lithium to
battery-grade material.

Shares in SQM have fallen by more
than a quarter this year due to the pres-
sure on lithium prices and the threat of
the Chilean state taking greater control
of the country’s lithium industry.

The Azure deal is complex with the
company controlled by a few large
investors including Chris Ellison, the
billionaire behind Mineral Resources,
who has also been investing in early-
stage lithium projectsin the region.

Shareholders in Azure will be
required to vote on whether to allow
SQM and Hancock to jointly bid for the
company before voting on whether to
accept the offer, which was pitched at
A$3.70 ashare in March.

“With Hancock reviewing a number
of early-stage lithium prospects, this
offer continues Mrs Rinehart’s substan-
tial support for the West Australian
mining industry,” said Garry Korte,
chief executive of Hancock.

If successful, SQM and Hancock will
each control 50 per cent of Azure. If the
offer fails, then the bidders will revert to
an on-market takeover offer of A$3.65a
share that would allow other sharehold-
ers including Ellison to retain his minor-
ity 13.5 per cent stake.
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Industrials

India’s Tata hungers for food and drink
acquisitions with international flavour

MADELEINE SPEED

India’s Tata conglomerate is on the
hunt for food and drink acquisitions
that it can grow internationally as the
Tetley tea owner sets out to grow its
consumer goods portfolio.

Sunil D’Souza, chief executive of Tata
Consumer Products, told the Financial
Times that the company was in discus-
sions with several people about possible
acquisitions but ideally wanted to buy a
brand with global reach.

The company, which generated
$1.7bn in revenues last year and whose
brands also include Teapigs tea bags,
Eight O’Clock coffee and Soulfull
cereals, was formed in 2020 following
the merger of Tata Group’s beverages
business and the consumer division of
its chemicals company.

D’Souza said that when he was
appointed chief executive of the con-
sumer group, “we were literally given a
blank sheet of paper” to take the busi-
ness in the direction of his choosing.

The consumer group has made three
large acquisitions in an attempt to grow
beyond its beverages business, which
makes up 70 per cent of revenues.

Rumours of potential buyouts by the
group have swirled this year, including
reports that Tata was in talks to buy a
majority stake in Indian snack giant
Haldiram but was not prepared to shell
out for the $10bn price tag.

D’Souza neither confirmed nor
denied the reports but said the group
had clearly identified places that it
wanted to expand, adding that the com-

“You can become collateral
damage when giants are
fighting. I don't think we
can play the potato game’

pany was holding $300mn in cash on its
balance sheet. “We're carrying it because
we want to keep our powder dry.”

He said: “We know some of the cate-
gories we can do organically but we also
know that there are certain places
where we will have to go inorganic,”
noting that the company was in discus-
sion with several people “on a constant
basis” about potential acquisitions.

Tata consumer products are sold in
about 4mn retail outlets in India, now

considered the world’s most populous
country. The company could as a result
rapidly roll out any new acquisition
domestically, said D’Souza, butideally it
would be a brand he could “plug into
international markets”.

He added: “Internationally, tea or
coffee is the entry point because that’s
the strongest category. Once you build
distribution and relationships, then you
can plugin various categories.”

Revenues from outside India, mainly
from the UK, US and Canada, account
for up a third of Tata Consumer’s total
business but have fallen from 33 per
cent in 2020 to 29 per cent in the last
financial year.

The 155-year-old Tata Group consists
of dozens of companies spanning air-
lines, cars, steelworks and IT services.

The company has decided to steer
clear of acquisitions in sectors where
there is too much concentration.

“If there’s concentration, then you can
become collateral damage when giants
are fighting,” D'Souza said. For exam-
ple, the group will not look to enter the
crisps and processed snacks market. “I
don’t think we can play the potato game
like the large multinationals do.”
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The day in the markets

What you need to know

o Wall Street’s S&P 500 moves within a
whisker of January 2022 record high

e Bank of Japan persistence on negative
interest rates weighs on yen

e Oil prices climb despite US pledge to
protect vessels in Red Sea

Global stock markets rose yesterday as
investors stuck to their belief that
interest rates are set to fall in the first half
of next year.

Wall Street’s benchmark S&P 500 index
rose 0.4 per cent by midday in New York,
taking the index to within a whisker of
the record high hit in January 2022.

The Nasdag Composite also added
0.4 per cent while the Nasdaq 100, which
tracks the biggest companies on the
technology-heavy exchange, touched a
new all-time high. It has risen 53 per cent
this year, passing a previous intraday
peak set in November 2021.

Across the Atlantic, the region-wide
Stoxx Europe 600 similarly rose 0.4 per
cent, Frankfurt’s Xetra Dax added 0.6 per
cent, Paris’s CAC 40 edged up 0.1 per cent
and London’s FTSE 100 rose 0.3 per cent.

The moves came after San Francisco
Fed president Mary Daly late on Monday
acknowledged the US Federal Reserve’s
“progress” on inflation and appeared to
throw her weight behind three rate cuts
next year.

A market rally triggered by the Fed’s
revised economic projections last week
has left global fund managers the most
upbeat in 23 months, according to Bank
of America’s monthly survey.

“At this stage in the rally, fundamental
questions about why it happened and
why it continues are besides the point,”
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| Biggest tech stocks touch fresh all-time high |
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said Mike Zigmont, head of trading at
Harvest Volatility Management. “The
bullish phenomenon is in effect and all we
can do is observe how much longer it
runs.”

BofA’s survey found that more than
70 per cent of the 254 investors quizzed
in the week to December 14 — a day after
the Fed hinted at rate cuts next year —
were confident US inflation was set to
cool without triggering a sharp jump in
unemployment or a recession.

Fund managers are also switching out
of cash and into stocks as they grow
increasingly confident that major central

banks, led by the Fed, will begin cutting
rates next year.

The Bank of Japan by contrast is
locked in a battle to end decades of
deflation and opted yesterday to persist
with its negative interest rate policy. The
decision left the yen 0.7 per cent lower
at ¥143.78 against the dollar and sparked
a rally in Japanese government bonds.

Oil prices climbed even after the US
said a naval task force would be deployed
to the Red Sea to protect vessels from
Houthi attacks. Brent crude, the
international oil benchmark, rose 1.6 per
cent to $79.21 a barrel. George Steer
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Hargreaves Blue Whale Capital hit
by rough 2022 for technology stocks

EMMA DUNKLEY

Blue Whale Capital, the fund group co-
founded by billionaire investor Peter
Hargreaves, has reported a drop in
revenue and profit following the steep
sell-off in tech stocks last year.

The London-based firm manages
£950mn on behalf of customers in the
Blue Whale Growth fund strategy,
which invests in US tech businesses and
other fast-growing companies.

But the fund’s performance was hit
last year as tech stocks suffered bruising
losses.

Higher inflation and rising interest
rates weighed on the likes of chipmaker
Nvidia and Microsoft — two of Blue
Whale’s largest holdings — and other
companies whose value is tied to future
earnings.

According to documents seen by the
Financial Times, Blue Whale Capital
posted revenue of £7.4mn in the year to
the end of March, down from £8.8mn
the previous year. Profit also dropped
from £5.6mn to £3.9mn.

Despite a difficult year for Blue
Whale, fund manager Stephen Yiu said
the outlook for inflation, interest rates
and the growth of artificial intelligence
had already helped some of the fund’s
biggest stocks to bounce back.

“We had a very good recovery in 2023,
performance has completely reversed,”
said Yiu. “If you look at Nvidia, last year
the shares went down by more than 50

‘If you look at Nvidia, last
year the shares went down
by over 50% but this year
have gone up over 200%

per cent but this year have gone up over
200 per cent.”

The value of the Blue Whale fund fell
28 per cent in 2022, before rebounding
by the same amount this year, he said.

Nvidia, the fund’s largest holding, has
contributed to a third of the fund’s per-
formance this year. Blue Whale’s other
top holdings include Mastercard and

Visa. Shares in the two payment compa-
nies are up more than 20 per cent since
the start of January.

The fund ditched other tech stocks
last year, selling out of so-called Faang
companies — Facebook (now Meta),
Amazon, Apple, Netflix and Google
(Alphabet).

But together with Nvidia, Microsoft
and Tesla, four of those stocks — Alpha-
bet, Amazon, Apple and Meta — were
responsible for driving the gains in the
US stock market for much of this year as
part of a group of stocks dubbed the
“Magnificent Seven”.

Blue Whale was seeded by Har-
greaves, who founded the FTSE 100
investment supermarket Hargreaves
Lansdown in1981.

Hargreaves told the FT that Blue
Whale was his biggest personal invest-
ment with more than £150mn of his
family’s wealth tied up in the fund.

He said his next biggest investment
was India, noting that it has a compel-
ling economic growth story with a
“young, highly motivated workforce”.

Asia will play a

standout role in
disorderly decade

Mansoor Mohi-uddin

Markets Insight

he 2020s are proving to

be a disorderly decade for

investors. Frequent shocks

are shortening fund manag-

ers’ horizons. But the crises
are also giving rise to new longer term
trends. Successful asset allocation,
including diversification to Asia, is
therefore likely to be markedly different
from the 2000s and 2010s.

Investors have spent the past few
years dealing with the pandemic,
Russia’s invasion of Ukraine, a violent
attempt to overturn the US elections
and now war in the Middle East.

In contrast, the first two decades of
the century were also startling but the
most significant events — the attacks of
September 11 2001, the Iraq war, the
global financial crisis, the eurozone debt
crisis and China’s currency devaluation
in 2015 — were more staggered.

Portfolio managers have thus been
firefighting one shock after another. But
the pandemic, war and populism are set
to drive a few clear trends for the rest of
the decade.

First, inflation and interest rates are
likely to stay significantly higher over
the 2020s. Fiscal spending is increasing
sharply on healthcare, defence, energy
security and climate change and to
counter inequality. Companies are
reshaping global supply chains, further
fuelling inflationary pressures.

Second, the shocks of recent years are
forcing geopolitical rivals to search for
security in sectors as diverse as tech,
healthcare, food, energy and metals.

Long-term asset allocation in the
2020s is 