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Five certainties driving the global economy

MARTIN WOLF, PAGE 17

USA $2.50

Can Lula’s state capitalism revitalise Brazil?

BIG READ, PAGE 15

Rivals Morgan
Stanley and
Goldman take
hit to profits

e Earnings in 2023 lowest for 4 years
& Wall St starved of deals and listings

JOSHUA FRANKLIN AND
STEPHEN GANDEL — NEW YORK
Goldman Sachs and Morgan Stanley
have reported their lowest annual prof-
its in four years, as the Wall Street rivals
suffered from slowdowns in investment
banking and bond trading.

The results capped a challenging year
for the banks, as a dearth of deals and
public listings weighed on fee income.

At Goldman, the decline in invest-

tions in2023 as “notaB+oran A envi-
ronment” but expressed optimism for
thisyear.

“As we enter 2024, the potential for
rate cuts in the first half of this year has
renewed optimism for a soft landing”
Solomon told analysts. “We are already
seeing signs of potential resurgence in
strategic activity, which is reflected in
our backlog” of investment banking
business.

mem banking was y Pick sai it i he
dbyits retail U the two big-

banking, including the saleof its Green- ~ gest isks but that Morgan Stanley was

Skyonline starting2024 “with confidence”.

fell 24 per cent in 20230 $8.5bn. “Based on the evidence we see — our

Morgan Stanley reported an 18 per
cent drop in full-year net income to
$9.1bn in its final results under long-
serving chief executive (€,

building M&A and IPO pipelines,
improving boardroom confidence, anc

an increasingly positive tone from our
reta.ll and institutional clients — WE

who has been ed by former
mvesuntnl.ban]uugbms'kd Pick. Prof-
itsat itsinvestment bankingand trading
division fell about a third.

Despite its lacklustre annual profits,
Goldman’s fourth-quarter results were
still better than analysts had expected.

Shares in Goldman were trading

uctive on the year ah
Picktold analysts.

Morgan Stanley’s powerhouse wealth
‘management arm has transformed its
fortunesover the past decade but profits
fell slightly in 2023. The bank’s fourth-
quarter profits fell almost a third, as
wealth management costs climbed and

$249, ‘hed with regul

slihily higher in

leablock

5percent.

Goldman's net income for the quarter

rose 51 per cent from a year earlier to

$2bn, with the bank’s asset and wealth
. . -

Under Solomon, Goldman has sought
toemulate Morgan Stanley’s diversifica-
tion, building up its asset and wealth

Donald Trump in jubilant mood in Des

by Bloomberg had forecast quarterly
netincomeofabout$1.5bn.
However, the drop-off in dealmaking

continued to weigh on its investment.

lumpiers
G idit

During his victory speech, Trump

raising target of $225bn at its so-called
alternatives business, a plank of that
smmgy that includes private equity,

bank, whereth

e e oy
David Solomen, Goldman’s chief

exccutive, described operating condi-

dit and real estate. The bank
had said itwould hit the goal by the end
of2024;it has now raised $251bn.
Lexpage 18

Moineson nightafter winning  sought to be charitable towards his

980utof 99 of lowa’ presi-  rival hem for being “smart

dential people” after having launched vicious
The former won 51 per ingthe race.

cent of the vote, compared with 21 per
cent for Ron DeSantis and 19 per cent
for Nikki Haley. Biotech investor Vivek
Ramaswamy, who finished in fourth
place, dropped out of the running and
endorsed Trump.

Despite Trump's trouncing his rivals
in lowa, the results did not raise seri-
ous alarm bells for President Joe
Biden’s re-clection campaign. Even
discounting the impact of freezing
temperatures, turnout was the lowest

Caucus to courthouse Trump celebrates lowa
sweep before heading to New York for hearing

Briefing

» Shell heads towards
Nigeria exit after 68 years
The UK-listed oil major has agreed
tosellitsonshore production
businessin Nigeria for atleast
$1.3bn, followinga flood of other
international groupsin seeking to
withdraw from the country’s
restive Niger Delta region.— pace o

» Fresh strike on Houthis
US forces have attacked targets
linked to Iran-backed Houthisin
‘Yemen, hours before the militants
struck a ship heading to the Suez
Canal for asecond successive day.
— REPORT & ANALYSIS, PAGE 3

» Kyiv renews funds appeal
Volodymyr Zelenskyy has urged
allies at the World Economic
Forumin Davosto boost funding
for Ukraine, arguingthat Kyiv's
ability to fight back against Russia
isintheir own interests.— pace 2

» Ben & Jerry’s urges truce
The ice-cream maker’s board has
called for apermanent ceasefirein
Gaza, amove that risksreigniting
tensionswith parent Unilever
overits stance onlIsrael’s policies.
— PAGE 8; HOSTAGES BACKLASH, PAGE &

» Northvolt charges up
The Swedish battery maker has
cemented its placeas Europe’s
best-funded start-upafter raising
$5bnindebt financingtohelpit
expand its first gigafactoryand
build arecycling facility.— pace 10

» Beijing curbs stock sales
Chinese authorities have in recent
daystold some institutional
investorsnottosell stocks as

s facerenewed pressure
tostabilise share prices following
thesteep decline.— pace 10

» ECB damps rate cuthope
European Central Bankofficials
have pushed backon investors’

mmmsr.mmsdns spring, despite

since 2000 for primary.
Just hours aft his first

that the worst of
i isover.— pacE2

big win of the clection campaign,
Trump travelled to a New York court-
room yesterday, where he is defend

» Koreaunion goalditched

Pyongyang

himself for a second time against
charges that he defamed writer E Jean
Carroll after she had accused him of
raping her decades ago.

Time runs out & Edward Luce page &
Janan Ganesh page 17

constitution the: mmmm]\cm to
unification withSouth Korea, a
historic break with a decades-long.
policy amid mounting military
tensionson the peninsula.— PAGE &

Crunch year for China as
deflation stalks economy

Beijing faces a decisive year in ifs fight
fo restore the economy’s animal spirits
and escape a looming debt-deflation
spiral. Policymakers must confront a
property slump in its third vear, weak
exports, wary investors and analysts’
forecasts of slowing growth. With
companies cutting debt, slamming the
brakes on investment and hiring, wage
expectations are deferiorating. To
break ha cycle, we need meaningful
policy efforts; says one analyst.
Critical year » PAES

Apple outsells Samsung to take crown
as world’s biggest smartphone maker

TIMBRADSHAW — LONDON

Apple became the world's number-one
smartphone maker by volume for the
first time last year, ending Samsung’s
12-year reign as consumers bought
‘more expensive handsets.

Samsung, which is set to launch its
flagship Galaxy 524 this week, reported
13.6 per cent fall in shipments last
year, as Huawei regained share in China
and cheaper Android manufacturers
raced ahead. Chinese group Transsion

Apple as the most valuable public com-
pany, as Wall Street fretted over the out-
Jook for iPhone sales in China. Apple is
offering Chinese customers a discount
on some of its latest models. The unu-
sual move, following falling sales n the

share.

— whose brands Tecno, Infinix and itel

The iPhone manuf was the only
big handset maker to report annual unit
growth in 2023, according to rescarch
groupIDC, with shipments ising 3 7 per

Africa—grew
30.8 per cent last year, puttingit in the
e

Globally, however, iPhone sales
rebounded 116 per cent in the fourth

“In 2023, Samsung focused on the

launch
of its new models, according to IDC.

centto234.6mn
sung’s 226.6mn.

Apple's boost was in contrast to the
overall industry, which suffered its
worst year ina decade

‘mid to high-end profitabil-
ity but lost share in the low-end segment.
andalso itsleading position in the global
market,” said Amber Liu, a manager at

analys

32percentto 1.17bn units, IDC added.
By revenue and profits, Apple has
long been the top smartphone maker

Canalys said that smartphone ship-
ments increased about 8 per cent year
on year in the (mmh ‘quarter, reversing

seven quarters of decline,

highend of the market. But last ycar was
thefirstin whichit also led by volume.

asdemand
Microsoft last week overtook rlvn]

‘market rankings have
changed beyond recognition since Sam-
sung took top spot in 2011, when Nokia,
LGand BlackBerryled the market.

As technology matures and new fea-
tures become more incremental, con-
sumers upgrade everyday devices less
frequently. But when they do, more are
choosing more expensive devices —
Jargely benefiting Apple, which has
raised iPhone pricesin recent years.
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World Economic Forum

Zelenskyy urges allies to increase funding

Ukraine leader tells Davos
attendees Putin will not
stop at current conflict

SAM FLEMING AND HENRY FOY — DAVOS

Volodymyr Zelenskyy has urged allies
to boost funding for his country, arguing
that Kyiv’s ability to fight back against
the Russian invasion is also in their own
security interests.

Ukraine’s president told the World
Economic Forum in Davos yesterday
that anyone who believed Vadimir
Putin’s war was only about Ukraine was
“fundamentally mistaken”, adding that
the Russian leader embodies war with-
out an end. The solution was not a fro-

zenconflictin Ukraine, he said. “Putin is

apredator who dwithfro-  Zelenskyy metgo €50bn of fresh funding to Ukraine,
zen products” ness leaders in the Swiss resort, includ-  cither through concessions to H

HisDavospitchcameas westemaidis ing JPMorgan Chase chief exccutive  that would allow the use ofthe bloc's
running perilously low after decision Jamie Dimon, Black f-budget “planB”
makers in and Brussels  Stephs 1d Lakshmi Mit-

much weaponry EU member states
have provided to Ukraine since Russia’s
full-scale invasion, in response to claims
that some capitals have failed to send as

were unable to renew a total of $110bn
for the next few years. Russia, mean-
while, has ramped up its aerial attacks
on Ukrainian cities, as well as its domes-
tic arms production and imports of
drones and missiles from Iran and
NorthKorea.

“If anyone thinks this isonly about us,
this is only about Ukraine, they are fun-
damentally mistaken. Possible direc-
tions and even . ..a new Russian
aggression beyond Ukraine become
more and more obvious” Zelenskyy
warned. “ y and

tal, founder of steel giant ArcelorMittal.

Zelenskyy said his country was sl
ongress to unlock the lat-

‘Ifanyone thinks this is
only about us, this is only
about Ukraine, they are
fundamentally mistaken’
He struck a particularly optimistic
note regarding the EU's delayed financ-

ing package, saying he had seen positive
signs on this front. BU officials are

wewillstrengthen your sccurity.”

confident that they can
strike a deal on February 1 to allocate

estUS package, as concernsin Kyiv and

The EU’s diplomatic service, the
External Action Service (EEAS), is con-
ducting the audit of weapons supplicd

ald Trump returning to the White
House. The former president is cam-
paigning on halting support for Ukraine
and “endingthe war” with Russia.
European Commission_president

by member February 2022,
three EU diplomats briefed on the plans
told the Financial Times. The EEAS
aims to present the findings before a
summit of EUleaders on February 1.

Th from Ger-

Trade dispute

Polish truck
drivers agree
to lift border
blockade
with Ukraine

BARBARA ERLING — WARSAW

Polish truckers have agreed to suspend
a border blockade with Ukraine that
was hurting Kyiv’s trade and war
forts ingashad

Ursulavon der Leyen, whoalso spokeat
Davos yesterday, said Ukraine could
prevail in the war, but warned that the
allies needed to “continue to empower
their resistance”.

man Chancellor Olaf Scholz last week
that countries’ military deliveries to
Kyivbetallied up and compared.
“The arms deliveries for Ukraine
planned so far by the majority of EU
hesaid.

Don-
ald Tusk’s premiership.

Poland’s infrastructure minister Dar-
iusz Klimezak yesterday said he had
struck a deal with the hauliers o sus-

f how

PM’s pro-EU policies at odds
with opposition, which holds
offices including presidency

RAPHAEL MINDER — WARSAW

A deepening power struggle between
Poland’s leaders is threatening to derail
Donald Tusk’s pro-EU agenda and pit
state institutions against one another.

In a highly anticipated meeting held
on Monday, Polish President Andrzej
Duda and Prime Minister Tusk failed to
case tensions, with Duda describing the
new administration’s reforms as
attempts to “violate the law” and Tusk
blaming the president for “devastation
of the rule of law” under the previous
rightwing Lawand Justice (PiS) govern-
ment.

Tusk has previously denounced the
“obvious sabotage” tactics of the PiS
opposition as a bid to maintain control
over part of the state apparatus. “To put
it bluntly, we are dealing with an
attempt to build a dual power and with
involvement of the most important
state institutions,” he said inanews con-
ferencelast week.

Mutual recriminations were creating
“a dangerous situation”, forcing Tusk to
navigate from one crisis to the next,

Cenfral Europe. Political clash

Warsaw’s ‘dangerous’ power struggle escalates

Frosty relations:

which could lead to the creation of a  President
“dualstate”, said Polishinvestorandcol-  Andrzej Duda,
umnist Pawel Konzal. “It's unprece-  left, whobacks
dented and it seems not to have been  the nghtwmg
icipated by the he ion Pis,

told the Financial Times. in talks with

The most recent source of discord ~ Prime Minister
between the two politiciansis thefateof ~ Donald Tusk
the national prosecutor appointed by  on Monday

removal of PiS appointees andajudicial
overhaul required for Brussels to
unblock Warsaw’ frozen EU funds.
Sincehetook officcamonth ago, Tusk
has struggled to deliver on his clection
promises, with Duda already showing

First, the president delayed Tusk’s
appointment as prime minister, then he
vetoed his December budget bill and

the previous PiS who was
fired on Friday but whom the president
‘wants to keep inthe job.

Duda, himself a PiS nominee, has also
sided with the former ruling party in
defending two of their lawmakers con-
victed of abuseinoffice.

In a news conference on Monday,
Tusk accused Duda of being “involved
in the devastation of the rule of law and
legal orderin Poland since 2015”. Buthe
acknowledged that Duda had veto pow-
ers that could hobble his premiership
until next year's presidential elections.

“Itis in our common interest that the
last dozen or so months of his term of
office passin agood atmosphere,” Tusk
said. He vowed to press ahead with the

two convicted PiS lawmakersinto a full-
blown constitutional crisis.

Duda repeated calls on Monday for
the release of the two “political prison-
ers” —as PiS refers to them — who were
detained in the presidential palace
where they had sought shelter. The
Tusk government has said it would
respect Duda’s plans toissue a fresh par-
donbut would not speed up their release
in the meantime.

Anna Wojciuk, a politics professor at.
Warsaw university, said she had har-
boured “a small hope that Duda would
play more the tole of an arbiter”
between Tusk’s coalition and the oppo-
sition, but his interventions showed his

priority was to “defend hisown heritage,  © ;
a3 one of the founding fathers of the orpmiili
legal changes made by PiS’ bluntly, we
Faced with such a battle, Tusk has i
opted to avoid issuesthat could create. 1€ dAUING
tensions within his unwicldy coalition with an
or piss attempt
message. .
He has so far maintained the protec- 10 build a
tionist agenda of the previous govern- (jyja] power’

ment at the risk of breaking his own
election pledge to return Poland to the
heart of EU policymaking. He recently
said Poland would “never accept” illegal
‘migrants under an EU deal to share
responsibilities for hosting asylum seek-
ers that was agreed last year despite
Poland and Hungary voting against it.

On Ukraine, he has pledged to sup-
port Kyiv in its defence against Russia’s
war, but not at the expense of Polish
farmers and truck drivers, who have
blocked Ukrainian border crossings
since November in protest at cheaper
imports and services from the neigh-
bouring country. Truckers are due to lift:
theirblockade today.

TusK's stance is also motivated by his

Donald Tusk

pend their
tition from Ukrainian: dnvcrs.

The truckers will stop their blockade
today while they hold negotiations with
the ministry in order to reach a final
deal by March 1. Klimczak told a news
conference the aim was “to implement
everything requested by the hauliers”.

‘The minister also called on Ukrainian
authorities to help control cross-border
traffic and ensure “Poland is a window
tothe world for Ukraine”.

The blockade had hobbled Tusk’s
early efforts to improve relations with
Ukraine after taking office last month.
He said last week he wanted to give full
support to Ukraine’s war against Russia,
but not at the expense of Polish eco-
nomic interests and in particular the
‘hauliers and farmers who had been suf-
fering from cheaper, unregulated com-
petition from neighbouring Ukraine.

Tusk is expected to make a long-
awaited visitto Kyiv in coming days. He
said this month that his trip would be
facilitated once the blockade ended,
because “our arguments will be better
heard when Poland is not a country
blockingborders™.

Officials gave few detailsabout yester-
day’s deal, but Poland’s infrastructure
‘minister pledged to tighten controls on
the paperwork of Ukrainian truckers,
rather than return to an EU permit sys-
tem that was abolished in 2022 after
Russia’s full-scale invasion. The protest-
ersalsowant authorities to stop Ukrain-
ian trucks from making unauthorised
tripswithin the EUto transport goods.

The Polish id it would

concerns about PiS mobilising its elec-
torate ahead of local elections in April
and European parliament elections in
June. Tens of thousands of Poles braved

eezing Warsaw weather last week to
hear PiS leader Jarostaw Kaczyriski
denounce Tusk’s alleged violation of the
constitution.

An opinion poll by SW Research pub-

negotiate with Kyiv to make changes to
its electronic border check system,
which Polish drivers claimed had given
preferential treatment to Ukrainian
drivers and also left some Polish trucks
waiting for daystoreturn home.
Poland’s truckers started protesting
on November 6, blockading cargo traffic
in and out of Ukraine and forcing
Ukrainian drivers to wait for days in
freczing temperatures on both sides of
the border, except for military and
humanitarian supplies. Polish drivers
have blamed waiting lines on the
Jkrainian side on the Ukraint .

B Rzec-
zpqspnlna found that 47 per cent of
respondent land’s democ-
racymimpmvc under Tusk, compared

retaliatory measures.
ThePolish drivers warned they would
return to the border crossings if the

with 28 per cent who saw it deteriorat.
ing. The rest were cither undecided or
believed Tuskwo

failed tofulfilits
pledges. “We are gving the ministry a
of trust.

Wojciuk said the post-election feud-

‘might be “a surprise for part of the
public, but not for those who under-
stood that Pis had been building a sys-
tem of electoral authoritarianism that it
was never goingtogive up easily”.

Tusk was likely to face “strong resist-
ance against every step that he takes”,
she added, “but what we see in the polls
isthat the coalition is not losingits sup-
port —and that is essential”.

See The FT View

tion, buta maug]c pause,” said Rafal
Mekler, leader of the Polish Carriers
Protestand anactivistof the Confedera-
tion party, on social media platform X.
Farmers joined the border protests
late last year after having prompted a
unilateral import ban on cheaper
Ukrainian grain in the spring, in viola-
tion of the EU’s common trade policy.
Joining forces with the truckers was a
way to keep up pressure on the new gov-
ernment to maintain the ban.

FINANCIAL
TIMES

MAKE A WISE
INVESTMENT

Subscribe today at
ft.com/subscribetoday

_FTWeekend

FINANCIAL TIMES
330 Hudson Street,
New York, NY 10013

Good Friday, Independence Day, Thanksgiving, the
day affer Thanksgiing, Ct

Monetary policy

ECB seeks to ease speculation
over spring interest rate cut

MARTIN ARNOLD — FRANKFURT

European Central Bank officials are
pushing back against investors’ bets
that they will start cutting interest
rates this spnng, despite consumers’

after Chistmas Day.
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increasing worstof euro-
zoneinflationis over.
51 year $406,Perodicals Consumer for eurozone

However, several membersof the ECB
governing council spoke out to question
whether markets were being too opti-
‘misticahead of their me:nngnextwe:k
to discuss monetary pol

“Its too early to dec]ar: victory,”
French central bank governor Frangois
Vl]]emy de Ca]]ull told the World Em—

inflation have “declined noticeably” to
their lowest level since shortly after
Russia’s full-scale invasion of Ukraine
triggered a surge in prices almost two
years ago, according to an ECB survey
published yesterday.

y-
the ECB’s next move was likely to bea
rate cut, the timing was unclear, he said,

US central bank

Fed within ‘striking distance’
of inflation goal, says official

CLAIRE JONES —

A senior Federal Reserve official has
said the US central bank is within
“striking distance” of returning infla-
tiontoits2 per cent goal, but cautioned
that rate-setters would “take our time”
before cutting borrowing costs from
their23-year high.

Christopher Waller, a governor on the
Fed's board, said at an online event

adding: “Thejob is not done yet.”
Finnish central bank board member

Tuomas Vlimiki said the ECB should

be careful not to jump the gun by cutting

prior consent. Financil Times and FT"are

reglstered frade marks of The Financtal Times

Limitec. The Financial Times and i journalism are
the FT.

tations would be welcomed by the ECB
as its u(ﬁcmls looked for signs of

only for inflation to pick

upagain.
“It’s better to wan a bit longer than

hosted by

tution yesterday that recent economic

and jobs data showed the central bank’s

effort to contain price pressures was
ing fruit.

, the set-
ting of policy needs to proceed with
‘more caution to aveid over-tij o
he said. But Waller also cautioned
against a rush to slash rates, saying the
bank must “take our time to make sure
we dothisright”.

The tone on inflation pointed to the
Fed’s unwillingness to commit to rate
cuts as quickly as March, as some mar-
ket participants expect.

Waller's remarks are being closely
watched after a speech he made in
November suggested he was increas-
ingly sure that the Fed now had the
worst bout of inflation for a generation

Edtloral Code of Praciice:
vt comeditoriaicode

B e v
requirad

would ease suf-

doinga

ficiently to bringthem down toits 2 per
centinflation target inthe next year.
The data seemed to strengthen inves-

tivelevel, and then perhaps havingto do
areversal he told Reuters.
cmm.. central bank head Joachim

i o 100 :wzs) Oneoft copyront
licences for reproduction of FT arfices are also
avalabie

For both services phone +44 20 7875 4816, or

tor CB would.
rates in April. The euro fell 0.6 per cent
against the dollar and Germany's 10~
year bond yield dipped slightly yester-

jagel saying: “The mar-
km.sarcfmmnmcmmnc, they are opti-
‘mistic — maybe from time to time they
are over-optimistic. It’s their view. I
b i view.”

day ¥

within striking distance of achieving a
sustainable level of 2 per cent PCE infla-
Lion,“ he said referring to the personal
expendituresindex.

e ey
have alrcady declined to a point where
any further downturn in the labour
market could trigger a sharp rise in

“Based icactivity and the  under L
cooling of the labour market, I am  dovishstance on interest rates.
istestric- | becoming fident that we are ‘The bank’s more dovish shift emerged

again at the Fed’s December meeting,
which revealed policymakers planned
to cut rates by as much as 0.75 percent
age points in 2024, from the current
level of 5.25-5.5 per cent. Those 2024
projections have boosted markets’
hopesofacut assoonasMarch.
SeeMarkets Insight
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hina faces ‘critical year’ with need to
ispel deflation and revive confidence

Premier says 2023 growth was above 5% target but experts believe 2024 will be more problematic

JOE LEAHY — BELIING
CHAN HO-HIM — HONG KONG
Asthe head of China’s biggest jewellery
retailer, Kent Wong has his finger on
the pulse of consumers in the second-
]algcstccqnwmy andtheyare wary.
director of Chow Tai
Foak, said the chain’s customers had
been pivoting from diamonds and other
gemstones to gold, a store of wealth in
tough times. “In the short term, people
will continue to be more cautious no
matter [whether it's] consumption or
investment,” he said, adding though
that he expected consumer confidence
toreturninayearor:

‘Wong’s subdued outlook for 2024,
shared by many analysts, comes as poli-
cymakers in Beijing are braced for a
decisive year in their battle to restore
the economy’s animal spirits and escape
the threat of adebt-deflation spiral.

In a speech at the World Economic
Forum in Davos, Premier Li Qiang said
yesterday that China's gross domestic
product grew an “estimated” 5.2 per
cent last year. While that would slightly
exceed the official target of 5 per cent,
economists said 2024 was likely to be
‘more challenging, with a Reuters poll of
analysts predicting growth would slow
to4.6percent.

A property downturn is well into its
third year, exports are weak, wary
investors are steering clear of China’s
financial markets and policymakersare
fighting what Morgan Stanley analysts
say is the country’s longest run of defla-
tionary pressure since the 1997.98 Asian
financial crisis.

“Ithinkit's a critical year for the Chi-
nese economy in the sense that defla-

tion could be entering a vicious cycle”  Circuit-breaker:  projects” — a stimulus to “We need a

said Robin Xing, chief China economist ~ workersatan help the housingconstructionindustry.  “Deflation is tremendously worri- -

at Morgan Stanley. electronics Chris Beddor, deputy director of some for a country like China thatis ~decisive
Xing said companies had started cut-  factory in China research at Gavekal, said this  accumulating public debt faster than  ¢}yifi ()

ting debt and refraining from capital ~ Fuyang, scheme could be enough to put a floor Japan ever did,” said Alicia Garcia-Her-

expenditure and hiring, while the job  eastern China,  under moribund construction activity, rero, chief economist for Asia-Pacificat  fiSCal

market was ough and slary expecta-  yesterday. Many  but property sales would be a bigger  NatixisIntimesof eflation,pricesand  esing Of

forating. “To break that have  unknown. In December, property sales  wages fall but the value of debt does not, -

cycle, weneed tohave somevery mean-  stopped hiring  were still only 60 per cent of pre- raisingthe burden ofrepayments. course the

ingful policy efforts,” he said. asthey tryto pandemic 2019 levelsin 30 bigcities. ‘The central government needed to  ¢izo 1112 ters
‘Analysts expect the annual meeting  reduce debt Beddor said if the property crisis  provide a fiscal package that targeted

of the National People’s Congress, the APl maa= deepened further, fon rather than and the

rubber-stamp parliament, to again set forced to launch a “bazooka” stimulus  ment in manufacturing, said Morgan speed

an cconomic growth target of about package st wouldsurprisethemarket  Stanley’s Xing. This could benefit X

5percent when it meetsin early March. ide. But he a ‘millionsof migrant  Matters

‘While robust compared with devel-
oped economies, last year’s target was
China’s lowest in decades. After harsh
lockdowns battered the economy in
2022 it should have been ecasy to
achieve, analysts say, but the govern-
‘ment was forced to step up fiscal sup-
port after growth wavered in the middle
ofthe year.

The base effect of comparison with
2022 probably flattered China’s gross
domestic product growth last year by
about 2 percentage points, said Hui
Shan, chief China economist at Gold-
‘man Sachs.

Aswith last year, the property sector
is the biggest uncertainty facing the
economy in 2024, say analysts. The
government has announced multiple
initiatives, recently revealing that the
central bank in December channelled
Rmb350bn ($49bn) into banks throt
a iamlxty known as “pledged supple-
‘mentary len

Itdid nmcxplam what the loans were
for, but analysts expect they might be
earmarked for the “three major

case was for stabilisation rather than a
rebound.
“There will be some pretty modest

wnrkel's, for instance, by offering them
‘more access to social benefits, reducing
their incentive to hoard savings rather
th d.

dung;s ynstsmpgemugwmsc, htsa]d_
Beyond the property sector, econo-
nuslsslgncdﬂmzmnmbmdersum

“We need a decisive shift to fiscal cas-
ing?” Xing said. “Of course the size mat-
ters and the speed matters. If policy con-

ulus pack

tinues to hoot, eventually the

| China’s core inflation remains low

Consumer price index excluding food and energy,

Exports fell for first time since 2016
Annual exports in dollar terms, year-on-year

year-on-year change (%) change (%)
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o
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‘sources: gloomberg: Chinas General Admiistration of Customs

policy ask to break this debt-deflation
trap could be even bigger”

Economists argued that exports,
which shrank in dollar terms last year,
could not be relicd on to rescue the
cconomy, given soft global demand.
China’s stimulus policies, which priori-
tise expansion of state bank lending to
manufacturers, have resulted n overca-

Trade disruption
Cargo ship hit
by missile in
Red Sea after
new US attack
on Houthis

ROBERT WRIGHT, ANDREW ENGLAND
AND SHOTARG TANI — LONDON

US forces yesterday conducted
rencwed attacks t targets associ-
ated with Iranian-backed Houthis in
Yemen, hoursbefore the group strucka
commercial ship heading towards the
SuezCanal for asecond successive day.

The US military’s Central Command
(Centcom) said that around 4.15am
local time its forces struck and
destroyed four anti-ship ballistic mis-
siles that the Houthis had prepared to
launch from Yemen.

However, the Houthis still succeeded
hours later in launching a missile that
struck the Zografia, a Maltese-flagged
ship for carryingdry bulk commodities,
which was sailing towards the Suez
Canal. The strike on the Zografia fol-
lowed Monday’s missile strike on the
Gibraltar Eagle, another bulk carrier, in
the Gulf of Aden.

The latest strikes have prompted
‘more categories of shipsto avoid thekey
route through the Red Sea. Vessels are
instead taking the longer route between
Asia and Europe via the Cape of Good
Hope.

Automotive companies have been
especially affected by the delays to
ships. Volvo Cars said yesterday it had
halted production at its factory in Bel-
gium after the shipping disruption
delayed a delivery of gearboxes, while
tyre manufacturer Michelin said Red
Sea delays would lead to “occasional
stoppages” at its European factories in
January.

The latest missile strike was in the
southern Red Sea some 100 nautical
miles north-west of Saleef, Yemen,
according to the UK’s Maritime Trade
Operations office. Vanguard, a mari-
time security service, identified the
Zografia, a category of ship that may
carry commodities ranging from coal
and iron ore tograin and steel products.

UKMTO said the strike damaged the

hi line. Th

pacity and i h trad-
ingpartnerssuchas the EU.

Despite market calls for Beijing to
case policy and Chinals own cfforts
to present an i iendly face,

casualtics.
Figures from Clarksons, the London-
based shipping services company,

send mixe
The People’s Bank of China left an
important lending rate on hold on Mon-

amlysl.s say policymakers continue to
d signals.

january 13 and 15,

arrivals of dry bulk carriers in the Gulf

of Aden, by the Red Sea, had fallen 25

per cent from the rate in the first half of

December. Until last week, arrivals of
had

day despite market ions of a
cut. Last month the government
shocked investors by announcing ot
draft restrictions on video games after
previously offering reassurances that a
tech crackdown had ended.

The government tried to calm con-
cerns by firing the official responsible
for the draft rules, but analysts said the
damage was done.

All of this would make hitting a GDP
growth target of 5 per cent this year
ambitious, economists said. Shan at
Goldman said the government would
need to reduce the drag from property,
implement more expansive fiscal meas-
uresand “get lucky onexports”.

“If the government really wants to,
one way or another it will figure out a
way toget to § per cent. But it’s goingto
beadifficult task,” Shan said.
Additional reporting by Andy Lin in
Hong Kong
Martin Wolf see Opinion

Yesterday’s incident followed a mis-
sile strike on Monday on the Gibraltar
Eagle, another bulk carrier, in the Gulf
of Aden. US and UK forces launched
strikes on more than 60 Houthi targets
on Thursday and Friday last week inan
effortto halt the attacks.

The Houthis have vowed to respond
aggressively and continue targeting
ships in a campaign that they say isa
response to Israel’s offensive against
Hamasin Gaza.

Meanwhile, Iran launched a barrage
of ballistic missiles against targets in
Syria and northern Iraq, including what
it described as an Israelirun intelli-
gence centrein the Iraqi city of Erbil.

The strikes by the elite Revolutionary
Guards were a response to Isracli
attacks that have killed an Iranian com-
mander in Syria and members of
Tehran-backed militant groups in the
region.

Supply chains

US-led strikes on Islamist rebels rekindle fears of oil price surge and jump in inflation

SAM FLEMING, AIDEN REITER AND
DELPHINE STRAUSS — LONDON

A US-led barrage of strikes on Houthi
rebels in Yemen has reawakened fears.
of a wider conflict i in the Mldd.le East

Isthe

wid:r ‘macr-

e e e e e
per centof grain, 12 per cent of seaborne
oil and 8 per cent of seaborneliquid nat-
uralgas Since thefirst Houthiattack on
October19,

that could inflame pri as
inflation appears tobesubsiding.

Dozens of Houthi attacks, which the
Yemeni Islamist movement began in
October, have already led to mass diver-
sionsof shipping from the Red Sea.

Economists had expected the wider
impact on goods prices to be relatively
contained. But concerns are mounting
over more significant knock-on effects
for commodities, including oil, should
US forces be sucked deeper into a
regional crisis raging since Hamas's
October7 attackon Isracl.

‘Ana Boata, head of macroeconomic
research at Allianz Trade, said the situa-
tion was not yet a “red flag” for the glo-
bal economy but added that “the impact

for the wider economy?

‘The disruption is significant enough for

the US and its allies to take military

action against the Houthis. Since the

lna:l -Hamas war bmkﬁ nlll, economic
d awider Mid-

The Kiel
tor, published on Thursday by the Kiel
Institute for the World Economy,
showed that after the onset of Houthi
attacks, container flows through the
Red Sea were less than half the usual
level in December and fell below 70 per
cent of usual volumesin early January.

‘With the detour around Africa taking
ships an extra seven to 20 days, this has
pushed up freight rates for a standard

dle Eastconflict asakey “upside risk” to
inflation, which currently appears tobe
recedingin major economies.

But central bankers have sounded rel-

sumer demand after the spate of inter-

S LT G
Andrew Bailey said last week that “from

an economic pmnt of view —if youtake

estratei limit companics’
ability to raise prices and pass through
highershipping costs.

look — it hasm actually harl the effect
that Isort of feared it might”.

Freight rates are still far below the
peaks of up to $14,000 reached during
the pandemic. Julian Hinz, director of
the Kiel Insti Trade Policy

‘ Cargo carried through
Red Sea has fallen sharply
Daily freight capacity in 20-foot
equiva ippi i

Research Center, does not expect
noticeable consequences for consumer
costs are a small

Not necessarily. Analysts say a pro-

disruption would be more seri-
ous. Consultancy Oxford Economics
said last week, before the US-led strikes,
that if the Red Sea was closed to com-
mercial traffic for several months,
higher shipping rates could add 07 per-
centage points to annual consumer

proportion of the value of high-priced

from Chit

ern Europe from about $1,500 in
November to more than $4,000.

Some cconomies are already fecling
the effects. Egypt is likely to be one,
given its reliance on shipping via the
Suez Canal, which raised more than

Houthi attacks begin

“Eventually companies will learn to
‘manage their inventory and pricing for
longershippingtimelines,’said Hinz.

price indexi ion by th d of 2024.
Inthis scenario, global inflation could
continue to slow and central banks

shipping rateswill robatly stay el
wvated forsome time,” he

What Is the biggest economic danger?
The more serious risk to inflation, say
analysts, is that oil and gas markets take
fright at the prospect of a much wider
Middle East conflict. To date the oil
price has declined throughout October,
November and December even as the
Israel-Gaza conflict raged.

Christian Keller, head of economics
research at Barclays, said high levels of
spare capacity, slowing demand and
robust non-Opec+ supplies have so far
contained concerns about a material
disruption tooflsupplies. Buta jump in

would be able to start

il pri in thewake of

rates from mid-year, Oxford Economics
said. But rates might not fall as far as

imon Cap-
ital Economics said even the far bu;gu
spikein spot container freight rates dur-
ing the pandemic had lifted global infla-

Tomasz Wieladek, chief European
economist at T Rowe Price, noted that
global shipping had also been under

the US-led slrll(es, which took Brent
crude up by 4 per cent to $80.50 a bar-
rel, underscored fears in financial mar-
Kets that the US-led response could her-
aldmore trouble ahead.

Falling energy costs have been akey

i wml]d bea scl.ba/.:kbq cen-
growth.

W'r]xdck:mmam al0percentrise in
the ol price can raise eurozone inflation

on global supply chains could become  $9bn in transit feesin the last fiscal year. tion byon]yafcwknﬂm ofapercentage  pressure from a drought in th driver
more severe” if the crisis drags on _ Compani ing strai o polnt wer at  Canal, which has reduced transit slot
beyond theyear. I factory has halted pro- T T et e e, Bertd threat  tral banks’
duction until February 11 because of SEE 2073 P He argued that inventory levels moresignificant, he md “T'woofthe
ks? longer shi imes around the Cape  souce el nstfute should allow most companics to cope  world most important shipping lancs
The Red Sea isa vil ship-  of Good with times. Slower con-  are affected at the same time . . . [so]

by 0.4 percentwithin a year.
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Former president’s campaign
triumphant in Midwest poll
despite criminal charges

JAMES POLITI AND LAUREN FEDOR
WEST DES MOINES

Donald Trump showed no cracks in the
armour of his campaign to return to the
White House after scoring an over-
whelming victory in lowa over his clos-
est Republican rivals, prevailing in all
but one of the Midwestern state’s 99
counties.

The result was widely expected, but it
confirmed the tight grip Trump has
retained over most voters in his party,
who remain devoted to him despite the
criminal charges he faces across the US
andyearn to see him back inoffice.

It has also raised the stakes for Ron
DeSantis, the Florida governor, and
Nikki Haley, the former US ambassador
to the UN, to mount more effective cam-
paigns against the former president —
starting with the primaries in New
Hampshire next week and South Caro-
linanext month.

“No one’s campaign is over,” said
Kevin Madden, senior partner at con-
sultancy Penta and a former Mitt Rom-
ney 2012 campaign official. “Both
DeSantis and Haley still have an argu-
‘mentfor continuing on. However, judg-
ing by what Republican base voters in
Iowa are saying, they are currently fall-
ing short in making a convincing case
that Trumpisbeatable.

“Republican voters see him as the
inevitable nominee, and they're already
fallingin line,” he added.

Trump won the Iowa caucuses with 51
per cent of the vote compared with 21
per cent for DeSantis and 10 per cent for
Haley. Vivek the biotech

Party rivals. State caucuses

Haley and DeSantis running
out of time in Republican race

investor who finished in fourth place,
dropped out of the race and endorsed
the former president.

"With 99 per cent of votes counted yes-
terday, Trump had won 98 of lowa’s 99
counties. The only exception was John-
son County, where Haley was a single
vote ahe;

Trumpwon amajority of fowaRepub-
licans over 45, very conservative voters,
white evangelical Christians and those
with some or no university education,
according to entrance polls published
bythe Washington Post.

During his victory speech in down-
town Des Moines, the state capital,
Trump sought to be charitable towards
his rivals, praising them for being
“smart people” after launching vicious
attacks against them duringthe race.

“It’s time for the country to come
together;” he said. Trump then flew to

GLOBAL INSIGHT

Towa rarely predicts a
winner but Trump is
set to be the exception

here are two ways to interpret Donald
Trump’s cruise to victory in Iowa. The first,
which Ilean towards, is confirmation that the
former president owns the Republican party
inaway that no figure hasdone before. But we
have known that for years. It looks as though he has the
2024 nomination wrapped up.
The 5 5

hich be dismissed

is that Iowa is a quirky state that presages nothing. The
Midwestern state is routinely bad at predicting what will
‘happen in other primaries. A quick glance at history tells
us why: it has identified the eventual nominee of either
partyonly sixtimesin nearly 50 years.

The last time Iowa picked the Republican winner was at
the turn of the millennium. For Republi-
cans, victory in the state’s caucuses has been a better pre-
dictor of a carcer on cable TV. In 2012 it was the former

Rick Santorum, and in 2008 it was
the Arkansas governor Mike Huckabee. Ted Cruz, who
won in 2016, remains a US senator but also graces Fox
News frequently.

Those three names were natural draws for the state’s
heavy evangelical Christian vote. They fared far less well
the following week in New Hampshire, where religion is far
less of a factor.

‘Their example is particularly bad news for Florida gov-
ernor Ron DeSantis, who visited all 99 counties but fin-
ished a distant second on Monday with just a fifth of the
vote. Not only was he the natural candidate of the state’s
so-called values-based voter, he also threw his campaign’s
kitchen sink at the state.

DeSantis could hardly P

expect to do better in H?]eys blg_ test

New Hampshire. His Will come in New

rapid exit from the ficld X

would notbea shodk. Hampshire, where
It was aless bad night  she has placed

for Nikld Haley because 1yt o fher chips

her campaign never bet
on winning in Iowa. Her

than DeSantis in New Hampshireandis ~ both Donald Trump and Joe Biden.  vote for him even if h icted of in h
the challenge: hoping tonotcha win against Trumpto  They have more in common than you  a crime and embraced his debunked | most ofher chips. IfHaley does not pull off at least astrong
Nikld Haley be able to shake up the race in her  think. Seventy per cent of Americans  denialofthe 2020 clectionresulis. second to Trump there, her planned breakthrough in
hugs asupporter  favour. don't wantanother rematch” Linda Bos, 71, a caucus captain for | South Carolina the following month may turn out to be
after speaking at New ire is more Trump at Eternity Church in Clive, bathetic.
a t terrain for it keep goingin the race, even nmug; his  Towa, sad she did not have confidence An interesting test of her expectations is whether she
in West Des is less conservative than lowa and she  pollingin New ionsi finally removes the proverbial gloves i the next few dzys
Moines,lowa,  appeals (o moderates and independ-  “Inspite of all that they threw atus,  free and fai,saying Trump would only T Iy.In h
on Monday ents. “Doyou *ve got our ticket ifthey don'tcheat” Monday night,she showed signsshe was r:m‘lymgnaﬁcr
CEEE do you want a new generation of con- p\u\c}mdqul.uﬂown,"hﬁsmd While Trump trounced his rivals in

servatives?” Haley asked her supporters
at a hotel in West Des Moines, honing
the message she will take to New Hamp-
shire. “When I say more of the same,

you know what I'm talking about? It’s

New York fora yester-
S [ e e R
the campaign trail in New Hampshire.
Elise Stefanik, the member of Con-
gress from New York and one of

Trump'sopalles on Cpltol il alled

lowa result

Candidate Votes % Delegates
D Trump 56260 51 20
R DeSantis 2420 22 ]
NHaley 21085 91 7
v 8449 77 3
R Binkley 7 07 o
AHutchinson 101 02 o
Others 8 o1 o
CChristie 3 0 o

race. Butbo'_ha”nsnva]smvovmlgm

pres
Even though she finished third in
Towa, Haley has been polling far better

low: votein 1657 precincts. Delegates are
allnmved 10 the party’s nationwide convention according
1o each candidates vote share

Source: AP; a5 of 150pm GMT with 99% of votes counted

Dan Eberhart, chief executive of
Canary, a Denver-based drilling serv-

Towa, the results did not necessarily
trigger big alarm bells for Bider re-

DeSanti

supporter, dismissed that

f freez-

the Floridagovernor would be strapped
for cash. “The governor has been hus-
banding resources on the campaign
side,” he said. “They will have the
‘moneytofight on”

But Jeff Holcomb, a Republican state
representative from Florida who came
to lowa to support DeSantis, was less
convinced. He said it was “frustrating”
that so many voters were still support-
ing Trump. “I think a lot of people just
say, ‘Things were better three years ago,
and they are like, “That is good enough
forme’” hesaid.

Ataschool in Van Meter, asmall town
west of Des Moines, Lindy Snyder cau-
cused for Trump. “Tbelieve he did ey

ing weather and snowy roads, turnout
wasthelowestit has been since 2000 for
aRepublican primary election. Trump’s
raw vote tally wasjust over 56,000 out of
nearly 719,000 registered

tea approach, it would be a sign that sllc i
options open to be Trump's running mat

Having been raised in the only mmugrnm. family ina
South Carolina town, Haley is tough and capable of bare-

assail Trump's character. Her refusal in response to a
recent question to say that the American civil war was
fought over slavery spoke volumes about her fear of

— which means he gained only 11,000
votes compared with the 2016 Towa cau-
cuses helost to Ted Cruz.

In a memo released after the votes
‘were counted in lowa, Haley's campaign
manager Betsy Ankney wrote that
Trump was still “more vulnerable than
commonly believed” and still “the

If Trump had any downsides on Monday night, it was the
relatively low turnout. With his heavily rural base and a
wmdchl]] factor of minus 30, the absence of enthusiasm
may| its to the
c\nlnsh devotion ofhis fans.

Yet his margin of victor Here, both
interpretationsarrive at the same answer. Trump won the
caucuses by about 30 percentage points. The previous

good jobwhen he wasin
e A o e 2
Many Trump voters said they would

2 in of victory was Ceorge W Bush’s 11 percent-
“Around half of Republican primary age points in 2000. Whether or not lowa is predictive,
voterswant more of Trump and around d. Th , Q
half prefer an alternative. That is the iswhether y i ign
pictureof a seri ‘nomina- jugn
tion,” shewrote.
Janan Ganesh Opinion edward uce@ft.com

Kim speech

North Korea abandons aim of unification

CHRISTIAN DAVIES — SEQUL

North Koreais to drop from its consti-
tution its commitment to unification
with South Korea, in a historic break
with a decades-long policy amid
mounting military tensions on the
Korean peninsula.

Kim Jong Un, North Korea's leader, told

Israel

try's “principal enemy” and its citizens

shouldno as “fellow
countrymen”, as he ordered officials to
close state agencies dedicated to unifica-

“In North Korea, ideological consist-

ency she

said. “ILis seen as the foundation of the
’s legitimacy.”

in

“The expressions ‘northern half’ and
‘independent, peaccful unification, and

Seoul of pursuing “unification by
absorption® and “unfcation under 1>

uni
should now be rle]emd Kim said,

Kim said his country
shou]d prepare “foragreat event tosup-

the Supreme People’s Assembly on  accordingtostatem press the whole territory of South
Monday that South Koreawas hiscoun-  “The reality is o North-Sonth  Korea” intheeventof war.
ionship is no longer arelati So Kim
of kinship or b butarcla- could be laying the foundations for a
itries, a com- i Korea.

g
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plete relationship of two belligerents in
the midst of war’
He also called for the di ing of

Jeongmin Kim noted Kim's speech
contained several caveats, including
ing hi -y would not initi

an “eyesore” monument in Pyongyang
that promotes inter-Korean unity.

The Korean states, which remain ina
state of war after a 1953 armistice ﬂmt
‘halted hostilities, have both

war on the Korean peninsula. But his

emphasis on territorial integrity left

“morespace forborder clashes”.

Yoon Suk Yeol, South Korea's presi-
Kim’s “anti-national”

anofficial commitment to reunification.

ent,
remarks, vowing to punish the North
s £
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Netanyahu faces backlash on hostage strategy

NERI ZILBER — TEL AVIV

Benjamin Netanyahu isunder renewed
pressure to prioritise Israel’s hostages
in Gaza, with some of his war cabinet,
opposition leaders and large parts of
public opinion swinging behind callsto
stop military operations to enable their
release.

While Israel’s premier has faced weeks
of protests from relatives of the 136
remaining hostages, support among
politicians for halting the offensive
against Palestinian lm]mmt group
Hamas to allow has

military pressure can secure the hos-
tages’ return. “If the war ends now, the
fate of the hostages will be sealed for
‘many years — in Hamas captivity,” said
Yoav Callant, defence minister. “Only
from a position of strength can we

released in November, told the rally of
her fears for thosestillin captivity.

“The security cabinet must make
frecing the hostages its top priority and
agree to any deal that will bring them
home”she told the crowd.

Thi choed by agrowing

But Gadi Eisenkot, a centrist politi-
cian and former military chief,
demanded the government begin
“thinking outside the box” and show

‘number of politicians. Yair Lapid, head
of Yesh Atid, the largest opposition
group, told the same rally that the free-
dom of hostages wasa more urgent goal

“courage” in pursuing a broader deal  than toppling Hamas,
wn.h meastom]msc hostages, accord- Qatar, along mLh t.hc us and Egypt,
has been anew

lati f arally deal between Israel and

increased inrecent days.
Public polls last month showed more
than 57 per cent of Israelis place the hos-
tages’ return as more important than
toppling Hamas. Last weekend, Netan-
‘yahu faced dissent from within his war
cabinet, according to one person famil-
iarwithdiscussions.

Butlast month, hard”in th The problem for his government
's decades-old unification policy  amilitary provocation. decpened on Monday aiter Hamas

of “one nation, one state with twosys-  Jeongmin Kim said relcased a vid

tems” was no longer realistic. of the goal of would have

Jeongmin Kim, an analyst at Seoul-
based information service NK Pro, said.
the North Korean leader was trying to
resolve a “tricky ideological contradic-
tion” between his nuclear-armed
regime’s threats against South Korea

ramifications for politics in South

Korea, where voters will go to the polls

inparliamentary electionsin April.
“The South Korean left has long pro-

“Stopthismadnessand bring us home
to our families while we are stil alive;”
Noa Argamani, one hostage, said in the
video, which also featured pleas from
the

moted a policy of dco-
operation with North Korca witha view

imagesat the end of the film purport-
edly: i

and its hi: es.
remained compatriots eventually to be
reunited.

inthe future;” she said. “That approach
[is] going tobe much harder to sustain.”

dead
Netanyahu and his security chicfs
have insisted that only sustained

in Tel Aviv over the weekend to mark
100 days since they were taken in
Hamas’s October 7 attack on Isracl.
Hagar Brodutch, one of more than 100

Benjamin Netanyahu: premier’s
popularity is falling in the polls

Hamas that would include an extended
truce, the release of all hostages and
increased humanitarian aid to Gaza.
The aim would be to also use the truce to
secure a permanent ceasefire, according
toaperson familiar with the talks.

Such an agreement, ing Israeli
‘ministers have said, would effectively
allow Hamas to survive and emerge
from the war victorious.

Netanyahu, whose popularity is fall-
ingin polls, has been loath to break with
his far-right political allies. But at the
weekend, he touted broader national
security “considerations” for the lack of
progress. “Just like we can't put our-
selves in their place . . . they [the hos-
tage families] with all the sorrow, pain,
griefandsuffering, can’t put themselves
in the place of the political echelon that
needsto makethese difficult decisions”
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IN TRIBUTE TO APOLLO 8

OMEGA innovation has reached breathless new heights for the
latest update of the Speedmaster Dark Side of the Moon Apollo 8.
Our tribute to the 1968 mission is built from black ceramic and
features a subdial hand inspired by the Saturn V rocket. Most
impressive of all, the Co-Axial Master Chronometer Calibre 3869
has been laser-ablated to represent the lunar surface with even
greater definition than before. Take an orbit of this pioneering

chronograph and discover state-of-the-art details with every glance.
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China rout Authorities have instructed some institutional investors to desist from offloading shares after steep decline © markets

Companies & Markets

Shell offloads
Nigeria oil unit
for $1.3bn to
local-led group

@ Supermajor joins rivals’ pullout efforts
@ Sale requires ratification from Abuja

TOM WILSON — LONDON

Shell has agreed to sell its onshore oil
production business in Nigeria follow-
inga flood of other international groups
seeking to withdraw from the country’s
restive Niger Deltaregion.

The 68-year-old Shell Petroleum
Development Company of Nigeria
(SPDC) will be acquired by a consor-
tium of local and i

some of the consortium have been oper-
atingin the Niger Deltafor 20 years, the
companies have little profile outside of
Nigeria.
Shell has been seeking to leave its
onshore business in Nigeria for the past.
three years. It was forced to halt the
process in 2022 after a Nigerian court.
ordered Shell to pause its divestment
plans pending the result of a court case
related to ion for environ-

nies for at least $1.3bn, the UK-listed oil
‘major saidyesterday.

The departure follows ExxonMobil of
the US, Italy’s Eni, Norway’s Equinor
and China's Addax, which have all
announced deals to sell onshore assets

mental damage in the Niger Delta.
Nigerias Supreme Court upheld the
company's appeal carlicr this month,
allowingthe sales process to resume.
However, the sale to Renaissance still
requires approval from the Nigerian
similar exits by other

‘SPDC will move (o its next
chapter under the
ownership of an ambitious
Nigerian-led consortium’

in Nigeria in the past two years because
of overlapping problems of oil theft,
violence and environmental damage.

Although Shell is not leaving Nigeria
entirely, the planned sale marks an end
of an era for the company, which has
been at the centre of the country’s oil
industry for almost 100 years. The

international oil companies have
provedtobe complicated.

ExxonMobil, which also began opera-
tions in Nigeria in the 19505, agreed to
sellits oil businessin the Niger Delta two.
years ago for $1.28bn but is yet to com-
plete the transaction after the regulator
insisted on reviewing the deal.

Shell was granted its first exploration
licence to prospect for oil onshore in
Nigeria in 1938 and drilled the country’s
first successful well in 1956 in Bayelsa.
state inthe Niger Delta.

0l production in the delta has since
generated billionsof dolars n evenues
for th

group said it would
Nigeria, focusing on its decpwater oil

but become lncmasmgly costly for

“After decades as a pioneer in
N'lgenasenergysecku SPDC il move

SPDC controls 50 per cent of the so-
clledSPDCjoint venturein partnership

Dfanexp:nem:nd ambitious Ni
led consortium,” said Zo€ Yujnovich,
Shell's integrated gas and upstream
director, in a statement.
= - .

ed Nigerian National
Petroleum Corporation, which controls
55 per cent. Local units of France’s
TotalEnergies and Italy’s Agip own 10
per cent and 5 per cent, respectively.

known as

includes

jo
on i di aperatcdb

i e

First E&P ang

Under f the deal,. SPDCWI]l
remain intact and continue to operate
the joi 1l said

ducers, ND Western, Aradel Hnld.mgs,
Ithough

Sports package F1 documentary maker brings
in US investor Bruin to help fund expansion

‘BOI—IDE
t

TRERS

Box to Box Films produces the ‘Formula One: Drive to Survive’ Netflix documentary series

SAMUEL AGINI — LONDON

‘which has caught the attention of the

In a third-quarter earnings update

— ind  Eobal - last year, Netflix said it was “having
television series Formula One: 1: = Bruinand Box to Box confirmed the grcn success” with sports pro-
deal on Monday but declined to com- chaxmmkl’umt Driveto

Survive is set fundrais- m n =
enton y series,

ing worth tens of millions of pounds
from a US investment group to help
fund its expansion, according to two
peoplewithknowledgeof thematter.

Box to Box Films, founded by James
Gay-Rees and Paul Martin, is raising
about £30mn from Bruin Capital,
whose founder is George Pyne, a
former senior executive at sports
‘agency IMG, the people said.

New York-based Bruin is taking a
significant minority stake in Box to
Box as documentary series are
increasingly used tomarket sport.

“For decades, production compa-
nies have tried to turn insider access
intostorytelling that you can point to
as creating value and meaningful
growth,” Pyne said. “Box to Box is
really the first to crack that code,

Drive to Survive, which first ran in
2019, has been credited with attract-
ing a new audience to F1, particularly
in the US. The Netflix series has
played an important role in shifting
the way sports market themselves to
new fans, as they chase younger view-
ers coveted by advertisers.

John Malone’s Liberty Media, which
has owned F1 since 2017, said in an
investor presentation last year that
the average age of an F1 fan had
dropped to 37 in 2022 from 40 four
years earlier. The series’ success,

im:l\ldmg ‘Tour de France: Unchained.

Gay-Rees, who won an Oscar for a
documentary on the late singer Amy
Winchouse and produced a film
about the life of former F1 driver Ayr-
‘ton Senna, said other sports had taken
note of how Drive to Survive had con-
nected with younger fans. “All sports
are competing for the same younger
audience,” he said. “Modern audi-
ences are fascinated by what goes on

Diddy and
Diageo settle
dispute over
tequila brand

DARIA MOSOLOVA — LONDON

Diageo and former rapper Sean Combs,
known as Diddy, announced a surprise
settlement of their legal dispute, nar-
rowly avoiding a public trial over their
tequilajoint venture.

Combs had sued the London-listed
drinks group last May for allegedly fail-
ing to honour their joint venture agree-
ment for DeLeén, a premium tequila
brandthe two sides acquired in 2014.

Ajoint statement yesterday said that
Combs had “withdrawn all of his allega-
tions about Diageo and will voluntarily
dismiss his lawsuits against Diageo with
preyln‘hm adding the two parties have

theirbusiness relationship.

When Combs filed the original law-
suit, he accused Diageo of racial dis-
crimination, claiming the company
failed to promote his lines of alcoholic
drinks to the broader market having
“typecast”them as “black brands”.

In the legal suit, Combs Wines and
Spirits alleged that its drinks, including
DeLeén and Ciroc vodka, had received
Iess production, distribution and sales
resources for the benefit of other brands
owned by the conglomerate.

Diageo, which denied all allegations
and ended its decade-long partnership
with the rapper, lost the first step of a
legal battle after a New York court
denied the company’s attempt to
resolve the dispute behind closed doors.

‘The ruling meant the case could have
proceeded to trial in a state court, which
would have exposed the details of Dia-
geo's negotiations and correspondence
with Combs. A representative for
Combs would not disclose whether, or
for what amount, the rapper sold his
share in the venture, but the joint state-
‘ment noted Diageo was now the sole
owner of the DeLe6n brand.

Amid the dispute, Diageo rushed the
appointment of its new chief executive
Debra Crew, following the death of her
predecessor Ivan MenezesinJune.

Diageo and the Grammy-winning
Combs first joined forces in 2007 when
the company hired him to promote its
Ciroc vodka brand. They entered ajoint

with athletes behind thescenes.” venture in 2013to buy the much-hyped
Pyne founded Bruinin2015 follow- | DeLedn Tequila, limited edition shots of

ing the sale of d pow- i i 0Oeach.

erbroker Ari iz Th \bs is fac-

‘which rests on bringi ing per-

sonalities to life for fans, has spurred
demand from other sports to work
with Box to Box. This has produced
similar serics, including Break Point
ontennisand Full Swing for goll.

Endeavor. Bruin has a strategic part-
nership with CVC Capital Partners,
the private equity firm that previ-
ously owned F1, and middle-market
‘buyout group The Jordan Company.

ing a series of separate lawsuits after
four women made rape and abuse alle-
gations against the rapper at the end of
last year. Combs’ representative did not
comment on the allegations.
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BYD’s share price weakness points to rivals in the rear-view mirror

INSIDE BUSINESS

June
Yoon

ales of BYD electric vehicles
keep hitting fresh records,
surpassing even Tesla as the
worlds biggest maker in the

total sales. That meansits average sell-
ing price of EVs is already lower than
peers.

‘The problem with the price war oniits
home turfis that BYD makes more than
90 per cent of its sales in China. BYD,
along with other Chinese manufactur-
ers, has yet to replicate its success in
major foreign markets such as the US
and Europe. An EU anti-subsidies inves-
tigation into Chinese-made EVs and the
risk of tariffs could dent growth pros-
pectsthere.

Unexpected competitors pose
another risk. Smaller, newer rivals such
as Xpeng and Li Auto, with a head start
in software had already

Chinese EV-maker keep falling, Has
BYDalready peaked?

BYD, China’s best-selling EV brand,
has continued to expand sales volume
and market share, selling about 16mn
battery EVs last year. Exports sct
another

‘been chipping away at its market share
by offering connected and smart fea-
tures in their EVs. But tech giants such
as Xiaomi and Huawei are joining the
market, equipped

with autonomous - A Tesla has cut prices in

last year with sales to over 70 countries.

But its Shenzhen-listed shares are
down 45 per cent from their 2022 peak,
pushing the valuation to the lowest level
in more than a decade. At just 15 times
forward earnings, its shares trade at just.
a fraction of its more than 170 times
multiple in 2021 and at a steep discount
to peers including Tesla. This marks a
big shift from the foreign investor
frenzy in Chinese EV stocks in 2020,
when buying shares of BYD had offered
comparable returnsto those of Tesla.

True, there is reason for concern.
Price wars are getting serious on its
home turf. As Tesla has cut prices in
China, BYD has had to increase dis-
counts to keep up. The pace of sales
srowthslowed astyear.

an areawhere Bei. China, BYD has had to
jing is increasing _ jpcrease discounts to keep
support.

But while these  UP. The pace of sales
problems are par- growth slowed last year

ticularly acute for
BYD, they are not restricted to the com-
pany. Any EV-makerjoining the market
now faces the urgent task of becominga
high-volume carmaker. Given the high
cost of EV parts, expanding market
share is crucial to to break-even
point. The ability to lower production
costs is becoming increasingly impor-

tant.

Here, BYD has an edge over ts rivals.
Founded as a battery makerin 1995, its
strength lies in making batteries at
scale. In an EV, the battery is by far the

A price war i
for BYDgiven mm]auvdy ‘high propor-
tion of smaller cars — such as its $11,000
compact EV Seagull model — within its

Tts fully vertically integrated business
‘model, which includes everything from
ewning lithium mines to in-house chip

‘manufacturing, offers a new take on the
industry’s “just-in-time” production
‘method. This model ensures not justa
stable supply chain, but stable prices.

Now, asit starts building a sodium-ion
battery plant in China, that edge over
rivals should widen. A battery using
sodium, cheaper and more abundant
than lithium, would cut the price of the
battery cell by about 40 per cent.

Drawbacks of sodium-ion batteries,
which include lower energy density and
ashorterlife cyclethan lithium counter-
parts, mean they are unlikely to com-
pletely replace lithium batteries any-
time soon. But as public charging net-
works are built up, long-range batteries
will become less of a priority, openinga
‘market for cheaper EVs using sodium-
ion batteries — one in which BYD would
haveafirst-moveradvantage.

In the short term, BYD is well placed
to take on the challenges it faces as it
expands overscas. Gross profit margins
‘Thave risen 60 per cent to 19 per cent over
the past two years. A wider range of
price points for its models — from its
Seagull to the electric sedan Seal, which
it launched in Europe at a starting price
0f $49,200 — should start attractinga
wider audience. A boost athome, where
Beijing is supporting the industry after
pulling forward its goal to have green
cars make up 45 per cent of new car
salesbythree years to 2027, will help.

A series of Chinese EV-maker bank-
ruptcies last yearis driving a new era for
the industry, in which a handful of com-
panies with stable access to low-cost
batteries will dominate. For now, Tesla
and BYD, among the few sector compa-
nies to have made it past break-even
point, have the best potential. With EVs
‘making up less than a fifth of global car
sales, thereis stillroom to run.

juneyoon@ft.eom
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Food & beverage

Ben & Jerry’s urges end to fighting in Gaza

Ice cream maker’s board
risks reigniting tensions
with parent Unilever

MADELEINE SPEED

Ben & Jerry's board has called for a per-
‘manent ceasefire in Gaza, inamove that
risks reigniting tensions with parent

‘makers stance on Isracli policies.

“Peaceis a core value of Ben &Jerry’s?
the company’s board chair Anuradha
‘Mittal said. “From Iraq to Ukraine [the
company] has consistently stood up for
these principles. Today is no different as

The decision follows a long dispute
between the board of Ben &Jerry's and
Unilever over the ice cream brand’s
attemptin 2021 to stop selling its prod-
uctsin occupied Palestinian territories.

To prevent the move, Unilever sold
the Israeli arm of the brand to a local
licensee. Ben & Jerry’s responded by fil-
ing a lawsuit against Unilever, in a rare
case of a company being sued by its own
subsidiary.

Unilever, which also owns brands.
from Dove soap to Marmite, said in
December 2022 that the lawsuit had
been resolved. The Isracli business is
‘now owned by local licensee Avi Zinger.

we call for peace and a and
immediate ceasefire”

After cunsu]ng with Ben & Jerry’s
Mittal

said the boarrl was confident its stance

on a ceasefire was “consistent with the
history and valuesof our company”.
The independence of Ben & Jerry’s
board was enshrined when Unilever
juired the company in 2000.
Israel declared war on Hamas after
its militants stormed into the country
on October 7, killing 1,200 people and

Pelt dd

nies that have commented publicly
have

month as chair of jewish human rlghm
the Simon

“It is stunning that millions are
nmrclm\gamundmewurldbutﬂlemr—

Center after it called for a boycott of Ben
&Jerry’s, which it previously branded

according
to Israeli officials. Israel’s retaliatory
‘bombardment of Gaza has killed more
than 24,000 people, according to Pales-
tinian officials, as well as displacing
1.9mn of the enclave’s 2.3mn inhabit-
ants and rendering much of the terri-
tory uninhabitable.

‘said Mit- pi
talofth h ales inth ied West Bank.
Starbucks has been Iargctcd witha  The board of Ben &Jerry's said it had
aunion  made its decision ID ca]l for a ceasefire

boycott of i
ing some of its

Starbucks Workers United, posted "Sa]—

that it i an autonomous subsn‘hary uf

idarity with Palestine!” on

platform X lastOctober.

The chain’s chief executive Laxman
Narasimhan wrote to staffin December
that protesters had been “influcnced by

Ben&Jerry’si
panies to have taken a public stance on
the Isracl-Hamas war or to have backed

on social media of
what we stand for”.
Unilever board member and activist

tlmt the ice cream brand’s board hcld
“primary responsibility for its social
‘mission and essential brand integrity”.
Unilever did not immediately
respond to arequest for comment.
Additional reporting by J hotter in

Financials

UAE detains
consultancy
executive
working on
Brooge rescue

ROBERT SMITH AND MICHAEL O'DWYER
LONDON

An executive from consulting firm
Alvarez & Marsal was detained in the
United Arab Emirates while working to
overhaul a Nasdaq-listed company that
US authorities charged, according to
people familiar with the matter.

Guy Wall, ing director of A&M's

Jerusalem

Chief tries to reposition brand
as competitors gain ground in

market for specialist footwear

SARA GERMANO — NEW YORK

When John Donahoe took over as chief
executive of Nike four years ago, the
company had a stranglehold on the
sport of running, its largcsl c:m:gary.
Now, itisat risk of falling bel

Seventeen Nike aLh]ems 'won md.l\m‘l—
ual gold medalsin running events at the
World Athletics Championshipsin 2019,
compared with ]llst'vc representingall
other Its Vap

Retail & consumer. Sports goods

Nike risks falling behind in the running arena

trainers were such a technolog-
ical breakthrough that competing
brands were giving their elite athletes
permission to wear Nike shoes in races
with the logo covered up.

Four years later, the rest of the run-
ning world has caught up. The break-
through of the Vaporflys — a carbon-
fibre plate inserted into the midsole —
has since been adopted by the rest ofthe
market. At the 2023 World Athletics
Championships, athletes representing
brands other than Nike won more indi-
vidual running gold medals, 12, versus
Nike's10.

Gold medals by sponsor

Change in sales

The changes in
market are the starkest examples of
how much the sporiswear industry has
shifted during Donahoc's tenure. Today,
Nikes competition goes beyond tradi-
tional rivals such as Adidas as newer,
nimbler shoe companies take market
share.

Athleteswho drovesalesat the startof
the century, such as US golfer Tiger
Woods, arc now in the twilight of their
careers. And macroeconomic effects,
from the pandemic to nflation and sup-

when he set a world record at the 2023

restructuring practice in Dubai, last
month became a director of Brooge
Energy Limited, a UAE oil storage com-
pany that had been plagued by financial
reporting failings since listing in New
Yorkin2019.

Wall and a colleague became directors
after A&M was appointed in November
by a Cayman Islands court to oversee
the liquidation of BPGIC Holdings, the
holding company that is the majority
ownerof Brooge.

The court appointed A&M asliquida-

from Bahrain-based

Chicago Marathon. tors following a successful legal claim
“We've proven in our labs that Nike | over unpaid debts
ing shoes provide A Asma Capital.
fits and we will continue to ﬂclwcr Wall was detained this month by
br ugh innovations for clitc ath- | authoritiesin the UAE, the people said,

letes and everyday runners alike.” the
company said, adding that it would roll
out newer models in the lead-up to the
Paris Olympics.

‘When Denahoe first came to Nike it
was “a period of alot of disruption in the
industry and globally”, said John Ker-
nan, managing director at TD Cowen —
even for big players with global name
recognition. Nike's primary rival, Adi-
das, has recently warned investors it
could post its first annual loss in three
decades, after cutting ties with Kanye
West, the US rapper and designer of
their Yeezy brand.

The ago age of social media has also
allowed upstart brands to grow more
effectively. Two newcomers in particu-
lar — Hokaand On Running — have ben-
efited from stronger direct sales and
strategic endorsements. They have also
capitalised on the appetite from big
retailerstoreduce their reliance on Nike
amid Donahoe’s emphasis on direct
sales.

Mary Dillon, chief exccutive of shoe
retailer Foot Locker, said Hoka and On

ashewasinthe process o workingouta
plan to stabilise Brooge after the fraud
charges lrum lhe US Securities and

They S ded that Well was beld in
prison in Fujairah, the emirate where

Brooge’s ol storage tankers are based,
before being released. Wall was
detained for allegedly trying to remove

documents from Brooge’s Fujairah
offices without authorisation, the peo-
pleadded.

ABM, which has its headquarters in

‘Wall was detained as he
was working out a plan

to stabilise Brooge after
SEC fraud charges

New York, declined to comment. Wall
did not respond to requests for com-
‘ment. A lawyer for Brooge declined to
providea commentfor publication.

A representative of the Fujairah
police said they “cannot share personal

aglqbnlbehemmhsud\ as Nike.

“We know we must be faster, increas-
ing the pace of innovation, increasing
the pace of market to consumer and
increasing our agility and responsive-
ness,” Donahoe told analysts on an earn-
ings calllast month, as he announced

pany during his term in response to
slowing demand for its products world-

.
The “everyday running category”, he
added, “is the area where we have the
mostwork.”
‘Wall Street analysts are concerned
about Nike’s performance asits margins
tighten and sales growth slows. Reve-

Rrorla b Sk SEAnbEy T O i || A e meh i o
footwear 20 On Running 800  brands. The retailer said 36 per centof | detained in our prison”. The UAE gov-

e =) sales in the most recent quarter came | ernmentdid not provideacomment.
600 from brands other than Nike, up from |  Brooge was part of a wave of compa-
32 per cent the yearbefore, andon track | nies that capitalised oni appe-
400 to reach Foot Locker’s goal of 40 per | tite for special acquisition companies
| 0 — Adi o centby2026. and was valued at more than $1bn when

i Adidas e 200 Hoka, originally a niche brandknown | it went public.
for “maximali ith thi Th had the backing of Mid-
- s — o isthefastestgrowingbrandintheDeck | dle East investors including Sheikh
Other ‘arporation portfolio, out- | Mohammed bin Khalifa bin Zayed Al
pacing sibling brands Ugg boots and | Nahyan, the son of the previous UAE
© T T T T T T 200 Teva sandals. In December, Hoka took | president, who diedin2022.
2019 2023 2019 20 21 22 23 24 over the sponsorship of a top US compe- The sheikh held a minority stake in
have not favoured huring events sl years o Nike,Deckes and VF Corp cotresyond 1o th prio calndar yers tition for highschool cross—country run- | Brooge through his 24 per cent stake in
Sotroes FT rescarcl Google Freacs, TD Cowan ning, improving its visibility with the | BPGIC Holdings. A businessman, Sal-
target youth demographic. ‘man Dawood Salman al-Amer, was the
NikeCEOJohn  just 1 per cent, down from expected  changes. A former chief executive of  *We kniow majority in BPGIC Hold-
Donahoc pl id-single-digi ServiccNow, cBay and Bain & Co, he hit 2010 mccwcda global profile boost in | ings. Their stakes were in effect to be
$2bnofcutsand  The shortfall between the latest fore-  the ground running after taking the W€ NUStDE 2019 whentennis champion Roger Fed- | stripped from them, however, when
reinvestment.  casts and earlier revenue projections, helm. In the early months of the pan- [ ster- erer invested in the company. Since | Walland fellow A&M executive Alexan-
Below,Kenyas  “is challenging CEO John Donahoe’s ~demic, he implemented oncofthe larg- - then, the company has gone public, | der Lawson were appointed as liquida-
com-  Hellen Obiri = credibility”, wrote Jim Duffy, managing  cstoverhauls in the company’s history,  IICTeasiNg  signing top-ranked tennis player tors of BPGIC Holdi

e i eschewing Nike’ internal organisation. (ho pace of  Swisiekas wellasHellenObiri, he2025 | ASM has s)gmﬁtanlly expanded its
Donahoe has moved quickly tomake by sport categories — such as running, X winner of the New York City nt years,
basketball and football — in favour of INNOVALiON,  Marathons. Both athletes had previ- includ.ing in the Middle East, competing
silos for men, women and kids. increasing vl beenoutiitted by Nike with global advisory firms such as the
The changes were made in part to Federer’s effecton On i i i It

speed Nike's transition from relying  the Pace of  be atemplate for Woods, who left Nike | employsabout 8,500 people globally.
mainly on selling its products through ) rleaggp  this month after 27 years. Both men |  The SEC on December 22 charged

retail stores towards sclling more X decades of their dtwo of i
dircctly toconsumers, especiallyonline.  CONSUMET”  swoosh while breaking records in their | with fraud after it found the company
The latest restructuring, announced in respective sports. had “created falsc invoices to support

nues for the most recent fiscal year,
which ended in May 2023, rose 10 per
cent year on year, but profits shrank 16
per cent. Excluding the nadir of the pan-
demic, Nike’s margins on earnings
before interest and tax are at 10-year
lows. In December, it lowered its out-
look for 2024, projecting sales growth of

December, is aimed at cutting $2bn of
costs inthe next three years.

Nike said the savings from this round
of cuts would be reinvested into its run-
ning, women and Jordan brand divi-
sions. Its newest running shoes, the
Alphafly3, were worn by Kelvin Kiptum

Inthe meantime, analysts think Nike
shouldfocus on ts strengths. “It is still a
great company, but the industry ismuch
more challenging and there is only so
much management can do,” said Ker-
nan. “Brands cannot be all things to all
peopleanymore”

inflating revenues from its oil facilities
in Fujairah, UAE, by over $70mn over
three years”. Brooge, which did not
admit or deny the SEC’s charges, agreed
topaya$5mn penalty.

Both EY and PwC have resigned as
auditors of Brooge since it went public.

Technology

Synopsys to buy Ansys in $35bn ‘fusion’ deal

TIM BRADSHAW — LONDON

Chip design toolmaker Synopsys has
agreed to buy engincering software
maker Ansys in a $35bn cash-and-
stock dealin the latest sign of anupturn
in tech dealmaldng activity.

Synopsys and Ansys said yesterday the
tie-up would address a need for a
“fusion of clectronics and physics”, as
chipmakers scck to design larger appli-
ances while makers of cars,aircraft and
industrial equipment see a growing role
for semiconductors

The deal val

value basis. Sassine Ghazi, Synopsys ~ Sharesi:

Airlines

than50 | PHILE

AND SYLVIA PEEIFER

LONDON

chief executive, said Ansys’s much
]argcr customer base offered scope to
ith a“silicon-to-

up
per cent over the past 12 months, rose
about 3 per cent after the deal was
d. Ansys stock, which had

systems” product.

risen more than 25 per centin the past

Ryanair has doubled the number of its
engineers oversecing Bocing’s produc-

“Our solutions are very
tary; we don't have alot of overlap;” he
said, adding that this should make it
casier toobtain regulatory approval.

the safety pi

Ryanair engineers step up Boeing oversight

and wh: line;" Ryanair
Chicf exccative Michael O’Leary said
yesterday.

O’Leary said Bocing had last weck
asked Ryanair to increase its oversight,

. the fuse-
Iage breach of an Alaska Airlines air-
craft 11 days ago. The Federal Aviation
Authority hasgrounded 171 of the Max9
aircraft pending inspections of the pro-

year, fell 5per $328.
The two companies are expected to
report combined revenues of around

$8bn for 2023 and have worked together

in 2023 amid antitrust scrutiny of Big
Tech and fallingstart-up valuations. But
atrickle of big-ticket deals in enterprise
technology in recent months has

included Cisco’s move to buy Splunk, a

share, based on Synopsyssstock priccof
$559.96 0n December 21, thelasttrading
day before news of a potential deal
leaked, or about $35bn on an enterprise

data and security software group, for
$28bn in September and Hewlett Pack-
ard Enterprise’s $14bn bid for Juniper
Networks, announced last week.

Synopsys’s software tools and intel-
lectual property are used by chipmak-
ers including Nvidia and Intel to help

The Irish airline, which is one of the
largest customers of Boeing’s 737 Max
narrow-body aircraft, inereased the
number of engineers ithason site at the
US group’s production line in Seattle
fromsixto12.

i berof

and the pledged to add
more of its own engineers working on
“quality control”.

He said: “To be fair to Bocing, from
last September they have si

du

Boeing customers are watching to see
whether the issues on the Max 9 affect
its order book for the e body jet,

increased the number of engineers on
quality control. I would have to say we

hasbccnbesclbydr]nerydc]a
Boeing shares yesterday extended
down

processors.
Ansys, which has its origins in struc-
i 5 1 e

engincers on the production line of
Spirit. f] i

p -
Ryanair onlyflies Bocingaircraft, and

simulation software used in industries

pliers, mefmnluelghl

from and ion to
‘healthcare and defence.

“Weallasan seen
to be investing more in quality control

jets, made up of 737 Max 8s and the yet.
to be certified Max 10. The airline does
notoperate any Max 9 aircraft, the focus

7.6 per cent. Analysts at Wells Fargo
downgraded their rating on the stock,
citing concerns that the FAA probe
could expand to other Maxmodels.
Additional reporting by Steff Chavez in
New York
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GIP chair takes unaccustomed place
in the limelight with BlackRock deal

Publicity-shy Ogunlesi’s status as one of Wall Street’s most dynamic figures cemented by $12.5bn tie-up

ANTOINE GARA AND BROOKE MASTERS
NEW YORK

Adebayo Ogunlesi, co-founder of Global
Infrastructure Partners, credits his wife
Amelia for a career switch that led on
Friday to a $12.5bn deal and aleader-
ship position at BlackRock, the world’s
largest money manager.

In 2005, Ogunlesi, then a top banker
at Credit Suisse, was summoned to
Omaha, Neb: mskx,b)’ﬂmenelgynrmu[
‘Warren Buffett's Berkshire:
study alarge takeover. It was the hndqi
call most financiers dream of but Ogun-
lesi complained to his wife: I really
don’twanttogo”

In an interview with the Financial
Times, he said his wife offered an ulti-
‘matum: “Either you decide you like
your job and you want to keep doingit.
Or, if you decide you don't, go find some-
thing clsc. But please don't think you
can spend the next five years moaning.”

After that “kick in the behind”, Ogun-
lesi quit banking and, at the age of 52,
decidedtotry hishand asaninvestor.

Ogunlesi and a handful of colleagues,
‘mostly from Credit Suisse, considered
private equity, then near the apex of a
pre-financial crisis takeover bubble. But
they opted for a contrarian bet, raisinga
fund to invest in the niche sector where
he had done his first deal in 1983, the
financing and operating of airports,
energy plants and other infrastruc-
ture. “We picked infrastructure because
that was an area where there was very
little competition,” says Ogunlesi, 70.

In just 17 years, GIP quietly amassed
$105bn in assets and pioneered a boom-
ing $1tn sector that is one of the fastest
growth segments of money manage-
‘ment. BlackRock chief executive Larry
Fink said Friday’s deal was “transfor-
‘mational” for the larger group’s ambi-
tionsin private markets.

The tie-up will put Ogunlesi on Black-
Rock's board and global executive com-
mittee, pushing the publicity-shy Nige-
rian-born light. It

Adebayo
Ogunlesi, 70,
learnt from

and

AtCS, Ogunlesi forged the connec-
tionsthat later helped GIP succeed. He
ruffled feathers with a brutal early
2000s il i

the story is avoid businesses where
there are no barriers toentry!

also cements his status as one of Wall
Street’s wealthiest and most powerful
figures. He ml l.us GIP colleagucs will

banking. Below,
GIP invested

heavily in key

of the
bank, and later became chief client
officer. When Ogunlesi and his co-
founders struck out on their own to

Ogunl

ne the T
shm]mlders of BlackRDtk. a nearly
$120bn company.

“In the early days, people underesti-
‘mated ‘Bayo’,” says Kenneth Chenault,
former chief executive of American
Express and a close friend of Ogunlesi’s
since both were at Harvard Law School.
“Hewas flyingunderthe radarand then
people woke up one day and saw [GIP]
wasa$50bn fund . . . What he has done
isamazingand historic”

Raised in Lagos by a father who was
the first Nigerian professor of medicine
anda mother whoran a nursery school,
Ogunlesi earned a first-class degree at
Oxford university, and law and business
degrees from Harvard. Ogunlesi then
won a prestigious Supreme Court clerk-
ship working for Thurgood Marshall,
the first black justice. “It was one of the.
bestjobs Pve ever had,” he says. The jus-
tice provided a model that still influ-
enceshim today.

“When you watch somebody who's a
giantoranicon and see that he conducts
himselfas a normal person, you cannot
help butlearn from that,” says Ogunlesi.
“Be serious in what you do but don’t
take yourself too seriously. When you
become pompous, nobody wants to be
around you”

He moved to New York to work at the
Cravath law firm but quicklyjumpedto
First Boston, later bought by Credit
Suisse, to work on a Nigerian gas
project. Six months in, the deal died
when Nigeria experienced a coup and
Ogunlesi’s client nearly went to jail. “I
learnt very early on that there is alot of
‘political risk associated with infrastruc-
ture projects,” he said.

launch GIP in 2006, Credit Sui: then-

such as airports
vt hs/tomber:
rancin T

CEO Oswald Griibel backed them with
$1bn of the bank’s money. A meeting
with Jeff Immelt lcd to $500mn more
from Gen

Building a business let Ogunlesi

ples: “If you can find people who arc
smarter than you, surround yourself
with them and consider your job as a
leader to be clearing obstacles out of

‘He was
Failed infrastructure investmentsare  {1ying
painful, because margins
arethinnerthan in traditional corporate under the
buyouts. “You cannot afford tohavean  radar and
stment that turns out te be
investment outtobeazero”  then people
GIP was one of the first private fund ~ WOKe Up'
specialists to hire a powerful chicf risk
officer, and was an early advocate of LI day
operational improvements toboost the ~ and saw
va]ue of infrastructure assets. Its first
2006 stake In London |OIE ] WAS2 .
$50bn fund

City airport, sold a decade later for four
timesthe original purchase.

AtLondon Gatwick airport, GIPintro-
duced oversized luggagetrays and other

their way and i them to do the
bestthat they possibly can.”

The first years were not easy. A
$600mn equity investment in UK waste
management company Biffa in early
2008 proved disastrous. Fallout from
the global financial crisis drove down
activity at its customers such as restau-
rants and ites, and it lost

ning
times by more than half, freeing passen-
gers to spend more in restaurants and
shopswhere GIP received aconcession.
“The thing about infrastructure busi-
nesses is a Lot of them are monopolies
and monopolies tend not to focus on

customer service,” Ogunlesi said.

business to fly-by-night

Telling investors in 2012 that the stake's
value had dropped to $93mn was “the
‘most mortifying moment in my career
as CEO’, Ogunlesi said. “The moral of

77 =7 Depa tu'je;s

and customer service and, obviously,
revenues.”

CIP's portfolioalsoincludes
Sydney and Edinburgh airports, the
port of Melbourne, critical US pipelines,
CyrusOne data centres and Italo high-
speed rail. Its companies have com-
bined annual revenues of $75bn and
115,000 employees.

‘The BlackRock deal is aimed at open-
ingthe doors to even larger investments
by leveraging the heft of a $10tn asset.
‘management goliath that s a top share-
hu]rlr:rnfmon ‘global companies.
cashing out,” Ogun-

]

lesumd. “It is about the opportunity we

have as part of BlackRock to build what

is without question the premier infra-

structure investing business. That's the
on.”

‘mission 'm
Most of the $12.5bn price tag will be

paid in BlackRock shares, and 40 per
cent will not vest for five years. Ogunlesi
and GIP president Raj Rao will lead a
division that combines GIP with Black-
Rock’s $50bn infrastructure business.
Though Ogunlesi will have his first
boss in 18 years, he said Fink, a friend
since both worked at First Boston, has
played down the potential for conflict:
“Larry said to me: ‘You will be on the
board of directors, you will be my bossT
think we have mutually assured

]omlng BlackRock will immediately
increase Ogunlesi’s public profile, some-
thing he has resisted while serving on
the boards of Goldman Sachs, Lincoln
Center and two hospitals. A pragmatist,
he played golf with George W Bush and
served with Fink on Donald Trump's
economic advisory council. But he also
chairs Joe Biden’s infrastructure advi-
sory council and most of his §220,000in
political donations went to Democrats.
Asked why he has remained so pri-
vate, the father of two laughed. “Idon’t
need to read about myself. I know
enough about myselfand wholam.”
Friends say that Ogunlesi, a passion-

Transport

CMA CGM
and Air France
scrap cargo
flights project

SARAH WHITE — PARIS.

French shipping group CMA CGM and
carrier Air France-KLM are terminat-
inganair cargo partnership after strug-
gling to secure US approval to operate
North American routes and deliver on
the project’s promise in the wake of
pandemiclockdowns.

The companies said yesterday they
would scrap a tie-up announced barely
two years ago at the end of March, and
that each would go back to operating
their own cargo acroplane fleets while
still trying to co-operate on some routes.

One of the biggest hurdles had been
the partnership’s difficulty in obtaining
antitrust approval to operate in and out
ofthe US, killing off one of their biggest
‘markets, two people familiar with the
‘matter sai

“A constrained regulatory environ-
‘ment on some important markets did
notallow us to co-operatein an optimal
fashion,” the companiessaid.

The original 10-year deal, which was
partly motivated by CMA CGM branch-
ing into new avenues on the back of
Covid-19 era windfall profits, was cou-
pled with a direct investment by the
shipping group into the Franco-Dutch
airline group. CMA CGM will keep its
9 per cent stake in Air France, but a
lock-up on those shares will end in Feb-
ruary 2025 and no longer be partly
extendable until 2028.

‘The Marseille-based transport group,
theworld’s third biggest container ship-
ping company, will also give up its seat
on the board of Air France-KLM. The
airline groupalso counts the Frenchand
Dutchgovernmentsasbigshareholders,
and had welcomed CMA CGM as it
Iooked to turn the page from pandemic-
related bailouts and raise fresh capital.

‘The collapse of the partnership comes
after CMA CGM’s rivals such as Maersk
and MSCalso branched into air cargo in
recent years. The companies were lured
by surging demand when pandemic
lockdowns in 2020 grounded aero-
planes that also carried goods on pas-
senger flights. This in turn exhausted
capacity on maritime routes and sent
customers searching for speedier trans-
port solutions.

Recent Houthi attacks on container
ships in the Red Sea have begun to push
up air freight rates and shown fresh
pockets of demand for suchservices.

But prior to this, the expected air

cargo boom was damped by a return to
pre-Covid traffic levels on passenger
flights, adding extra capacity and com-
petition, which weighed on freight rates.
In the first nine months of 2023, Air
France KLM’s cargo revenues were
down 31 per cent on the previous year.

The US antitrust issue was compli-
cated by the Dutch government’s
attempts to cut flights at Amsterdam’s
Schiphol airport on environmental
grounds, a plan it abandoned at the end
of last year but which had also irked US
alrlm:s such as Jet Blue, which had

ing noslots.

ate cricket and Tottenham Hotspur fan,
makes time for them at critical
moments. When Ken Frazier, another
law school friend, was CEO of Merck and
facing criticism for refusing to cut
research budgets, Ogunlesi reassured
him he was doing the right thing. Last
summer, Frazier’s daughter fell ill in
California while both men were at a
wedding in Italy, so Ogunlesi volun-
teered hisprivate plane.

Ogunlesi, a director of Topgolf Calla-
way Brands, said he has become an
“atrocious golfer” since knee surgery.

That had added to the struggle to
obtain competition approval, one of the
people familiar with the matter said.

Flush with cash after the pandemic, a
boom that is now waning as shipping
rates come down from the lockdown-
era surge, CMA CGM began s air cargo
push by buying six planes and has six
‘more on order, which itintended to con-
tribute to the partnershi

The shipping group will still use the
aircraft, but trying to break into the
industry on its own has its challenges
m, a third person familiar with CMA

But Chenault, lnm regu-
larly, said that self- mini- Some hard to
‘mises his “competitive fire”. entice because CMA CGM was propos-
“He is not a ‘master of the universe’ | ingits services to logistics companies it
don'ttryto | was also peting with through its
fool Bayo. He will i i asCEVA.

Human rights concerns rain on Shein’s parade while Lululemon basks in the sunlight of due diligence

MORAL MONEY

Patrick
Temple-West

ate last year Shein, the fast-

fashion giant, filed for an ini-

tial publicoffering. f the Chi-

nese company completes its

this year, it is likely to
beoneofthe biggest IPOsof 2024.

Shein is the third-largest “unicorn”,
according to CB Insights, a private com-
pany valued at:$1bn or more; Shein was
recently valued at $64bn.

But Shein's stock market hopes have
invited public criticism about human

rights inits supply chain. Last year, the
US government’s US-China Economic
and Security Review Commission pub-
lished a report about “controversies in
Shein’s busm:ss practices” that
included

of investors, the report said.
Lululemon’s shares have surged 49 per
cent over the past 12 months, easily
beating a 4.6 per cent rise for the S&P
Retail Se]m Industry index. Other top

Mauritz,

Human rights worries are far from

Vh involve-

rights when working with suppliers.
Similar legislation is on the way in for
the EUa whole. In 2022, the US Uyghur
Forced Labour Prevention Act banned
imports from the Xinjiang Uyghur
Autonomous Region.

ment — when it comes from the top

to its social compliance programme.
Shein said it “has a zero-tolerance pol-

down — that s the e yto
drive change on this internally?

Board oversight came up last year at.
TJX, parent of T] Maxx (known outside
NathAmzrkaxsTKMmD() TJX faced

Areport
published last week by KnowTheChain,
a non-profit that ranks

Inditex and Nike. (The report scores
3 . ——

included.)

possible forced labour concerns,
awarded top marks to Lululemon, the

In contrast, 13 Sout
f 100 or less, many of them marked
down for failing todisclose their actions

“Lululemon [has] disclosed mark-
edly stronger human rights due dili-
gence efforts to address forced labour
risks in its supply chains,” the report
said. Its stock market performance

Notably for the companies’ share-
holders, only about 10 disclosed even
partial information about where they
source cotton. That looks like a risk as
new regulations around supply chain

which embeds human rights due dili-
gence does not have to comexat the cost”

Germany’s Supply Chain Due Dili-
gence Act went into effect a year ago,

‘When it comes from the
top down — that s the
most effective way to drive
change on this internally’

Companies eager to boost their scores

proposal seeking more
m(ormxtmn about its due diligence to
prevent forced labour in its supply
chain. But this proposal did not pass,
with BlackRock and Vanguard among

icy Tabour. plywith US
law, we require our contract manufac-
turers to only source cotton from
ay itadded.

Poor scores for human rights records
canhave implications for shareholders.

In 2020, Standard Life Aberdeen, the
UK’s largest listed asset manager, sold
almost all of its shares in Boohoo, a big
fast-| fasluan retailer. The stock sale
‘Times

In its most recent report,
KnowTheChain gave TX a low score of
9. The company was one of a number

investigation that alleged workers were
paid below minimum wage and suffered
from poor working conditions.

surveyed
oversce rightsissucs, said Aine Clarke,  plierorsourcing data.

KnowTheChain project director. Ide-  TJX said it “believes in the impor-
ally, tance of and ethical sourc-

tee should report to the board, she said.

ing in [its] supply chain” and pointed

tive in engaging with companies on
these issues,” Clarke said. “It is in their
own interestto be looking atthese issues
and taking them into account.”
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Window guidance

Beijing tells some investors not to
sell as China stock rout resumes

Traders say process of easing

ZELCE T
b6 49594, =

 SIELE

the latest in a series of U-turns — was

and then reimposing informal

curbs is

distorting
broaderconfidence.
“This type of window guidance

delayed selling pressure but it’s
not like you can postpone that forever,”

ties Regulatory Commission and stock
exchanges in Shanghai and Shenzhen

Wildride:
Chmesc smcks

fered from the p]aybuok typically
deployed by Beijing, trader:

have turned to i window
idance.
The CSRC, Shanghai Stock Exchange
and Shenzhen Stock Exchange did not

about 3% in the
final weelc of
2023, only to fall

The has y:l to deploy
state-run funds and financial institu-
tions — the so-called “national team” —
to buy up stocks on a large scale as they

Fixed income

Northvolt
raises $5bn
debt financing
for expansion

RICHARD MILNE
NORDIC AND BALTIC CORRESPONDENT

Northvolt cemented its position as
Europe’s best-funded start-up as the
Swedish battery manufacturer raised
$5bn in debt financing tohelpit expand
itsfirst gigafactory and build a recycling
facility on the samessite.

It is the largest green loan raised in
Europe so far and underlines the insa-
tiable need for capital that has forced
the region’s leading battery maker to
ready itself for a possible stock market

Executives said the Swedish indus-
trial start-up was ready to list if market
conditions improve but investors have
said it will be tricky so longas the group
remains heavily lossmaking.

Confirmingastory from the Financial
Times in March that it was looking to
raise $5bn in debt, Northvolt said yes-
terday the fnding — which includes the
refinancing of a $1.6bn debt package
from July 2020 — was provided by 23
banks plus the European Investment
Bank and NordicInvestment Bank.

Northvolt has now raised more than
$13bn in debt and equity as it looks to
build four large factories in Sweden,
Germany and Canada this decade.

Peter Carlsson, Northvolt’s chicf exec-
utive and co-founder, said: “This financ-

‘Our ambition to mass
produce the world’s
greenest battery attracts
top-tier financial partners’

ing is a milestone for the European

HUDSON LOCKETT — HONG KONG explained a director at one Shanghai-  respond torequestsfor comment. morethan4%  havedoneduringpreviousrouts. energy transition”
LEEMES=EELTE based sceurities company whose pro- of thi th For mutual fund companies, the He added that it would allow the com-
Chinese am.hunnes have in recent days pncmryc.radmgd:sk was recently told ~ January to permit net sales at smaller ~ AexPaest/ERRSE severity of restrictions on net sales is pany to realise the full pﬂtentm.l of
told investorsnotto  toavoid net mutual funds, which faced mounting based on a given fund’s assets under Northvolt Ett its first gi
sell swckx as regulators facc renewed  “Market sentiment will eventually  redemptions from customers worried management, with larger funds facing Northvolt Ett, located just ‘below the
pres: rices follow-  di i id.  about further price falls, said traders more nt policing. Arctic Circle in northern Sweden,
mthe steep declineinthefirstweeksof  Financial regulators are under pres-  and fund managers. “Theres not a good track record of started producing batteries in late 2021
the newyear. sure from top leaders to end a pro-  Those divestments spooked Chinese this type of intervention in equities buthasbeen hitby a series of delays and
Since October, market regulators  tracted sell-off that has left the CSI300  retail investors, said the traders and actually working,” said Mohammed accidents, complicatingproduction.
have been providing private instruc-  down19, year. managers, triggering ‘Apabhai, head of Asia trading strategy Customers who have together placed
tions — known as “windowguidance” —  Public measures to reinvigorate  renewedselling. atCitigroup. $55bn of orders with Northvolt have
to some investors, which prevent them  demand, such as trading fee cutsand ~ This saddled some of the country’s “Yes it can potentially relieve some of beenleft waiting for batteries, especially
from being netsellers of equitieson cer-  purchases of bank shares by a central  largest mutual funds — which still face the selling pressure but the Chinese Swedish truckmaker Scania.
taindays. government investment fund, have  strict limits on net selling — with heavy ‘market is very much driven by what’s Losses at the start-up for the first
Such restricti lling helped to i Tosses. going on with the fundamentals and three quarters of 2023 increased cight-
spurarebound of about 3 per cent for  Instead, officials at the China Securi-  The recent interventions have dif- attitudestowards private business more fold from the year before to almost
the benchmark CSI 300 index of Shang- thananythingelse,” he added. SKrl1bn ($1.1bn).
hai and Shenzhen stocks in the final N Allowing some smaller funds to sell Northvolt will also use the debt
weekof2023, traderssaid. Stealth intervention falls to halt China’s stock market slide | ‘more shares has enabled them to meet B AR e e
But as the curbs on some smaller ~ EQUity benchmarks (rebased) demand for redemptions but fund man- plant, Revolt Ett — the first time a
mutual funds and on brokers were = PO~ 120 agers said these exceptions were only company outside Asia has placed sucha
cased in the new year, the index com- “There'snot  &anted onacase-by-case basis by offi- facility next tobattery manufacturing.
pletely reversed those gainsandis down 110 cials, who did not provide any rationale Recycled battery materials have a
morcthan  per cent this month. 22000 track  for rejecting one request or accepting carbon footprint that is 70 per cent
Beijing has now such A M oo record of other. lower than mined minerals, it said.
restrictions on securities companies ey 51300 ° Xia Chun, chief cconomist at Forth- Northvolt was advised by BNP Pari-
large institutional investors in China . thistypeof  rightFinancial Holdingsin Hong Kong,  Ourgiobal bas, Allen & Overy and Mannheimer
that both act as brokers and have pro- i ) said the net sales restrictions were feam gives you Swartli
prietary trading arms — according to L\’,\- }n[erv?l?tlon unlikely to lift investor sentiment in  market-moving “Pm proud tosee how our ambition to
traders and i managers at T T 80 in equities China. news and views, mass produce the world’s greenest bat-
three different financial institutions. Jan 2023 Jan actually “Retail investors won't welcome such 24 hoursa day tery attracts top-tier financial part-
The investors and traders also said 2024 i window guidance in any case because  ficom/markets | mers” said Emma Nehrenheim, chicf
the change of direction by regulators —  _Seures Bloomberg working’ it’s simply not working,” he added. environmental officerat the group.
Equities

Bubble fears siphon ETF flows away from Magnificent Seven tech elite

STEVE JOHNSON

Investors are pushing back against the
dominance of the Magnificent Sevenby
increasingly looking for alternatives
that downplay the power of the US tech
clite as concerns grow over a possible
bubble.

Funds that equal-weight the S&P 500
index — buying the same amount of

The Invesco S&P 500 Equal Weight
ETF (RSP) sucked in $12.9bn, equiva-
lent to 397 per cent of its assets at the
start of the year, accordingto data from
VettaFi,aconsultancy.

It recently passeﬂ $50bn for the first
time, having held $15bn at the end of
2020.

‘While traditional market-capitalisa-
tion-weighted ETFs attracted more in

cent of its starting assets, the $397bn
iShares Core S&P 500 ETF (IVV) 13.2
percent, and the $367bn Vanguard S&P
500 ETF (VOO) 16.4 per cent, according
to VettaFi.

The approach was also in vogue in
FEurope with the €5.3bn

to

fication back into a portfolio,” said Dan
Suzuki, deputy chief investment officer
at investment manager Richard Bern-
stein Advisors.

[with weightcd approachlisa

Kx]lvas pmnmd to Lllc potential for

Nick Kalivas, head of factor and mre

variant to outper-
[nrm over the cycle almost irrespective
of

quity
S ey T e s RSP’s

500 Equal Weight Ucits ETF (XDEW)
enjoying record inflows last year, even
though the equal-weighted index

every stocki ive of s irflowswerelowerin  underperformed the S&P 500 itself by
record inflows last year, even though  relativeterms. 12.4 percentage pointsin 2023.

The $483bn 500ETF Trust “The degree of concentration is so
as the mch titans cnmnched their  (SPY) had infl i 149per  historically i

ascendancy.

The largest 10 companies in the S&P
500 index accounted for 32.8 per cent of
the $42tn benchmark at the end of
November — up from 25.5 per cent at
the start of the year and the highest
weighting since the carly 19705 — before
slipping a fraction to 32.1 per cent at the
end 0f 2023, accordingto data from S&P
Dow JonesIndices.

This extreme concentration was
drivenby the continued rise of the Mag-
nificent Seven of Apple, Amazon,
Alphabet, Meta, Microsoft, Nvidia and
‘Tesla, which added $5.4tn to their mar-
ket capitalisation last year — equal to
the combined size of the eurozone’s four
largest economies (Germany, France,
Italy and Spain), according to Vincent
Deluard, global macro strategist at
StoneX, abroker.

Some investors are growing wary of
the septet’s supremacy, however.

Since its inception in 2003, the
equal- welghkd index has beaten its
by 0.9 per cent on

Hc said on a global
,withtheUS  One is that the S&P 500
slnu: of the MSCI All-Country World ~ more“growthy”.

Index having risen from about 40 per
cent in 2010 to 62.6 per cent now, a
period during which the Magnificent
Seven's share of the S&P 500 has
jumped.

“We think this run has gone so far that
it has become a bubble,” Suzuki said,
drawing parallels with the decade-long
underperformance of US equity mar-
ketsinthe wake of the Nifty Fifty-driven
bull market of the carly 1970 and the

Kalivas said: “If you look at the over-
lap with the Nasdaq 100, it's up to the
45 per cent area. That i up from the 20s
10 years ago” — meanwhile, the overlap

“Tilt towards the small

companies so you are not
overweight the Nvidias,
the Microsofts, the Teslas’

“lost decade” the bursting
ofthedotcom bubblein 2000.

Bryan Armour, director of passive
strategies research, North America,
at Morningstar expressed similar
concerns.

“I think a lot of people are wary of
bubbles because of what happened in

with the S&P 500 Growth index is
68 per cent.

‘The otherisvaluations withthe equal-
weighted version of the S&P tradingat a
20 per cent discount to the cap-
weighted version, he added, when the
two_benchmarks have historically

2022 [when technology stocks fell
sl-arplY] after a strong 2020 and 2021,

"quu_l weighting is a good way to
keep the full our port-

Suzuki believed valuations were key
with the Magnificent Seven trading at a
punchy 27 times 12-month forward

hing clse

folio but tilt everything towards the
small companies so you are not over-
weight the Nvidias, the Microsofts, the
Teslasetc,” Armour explained.

“is bebween extremely Sy
in line with average” — with the S&Pat
20 times, the MSCI ACWI at 17 times,
small caps 15 times, and the rest of the

“What you

Apple is part of the

USjust13 times.

an mmuallsed basis, with $100
becoming $995 rather than $841,
according to S&P. This was despite last
year'sundershoot.

Kalivas believed that this was due to
the equal-weighted version benefiting
from the small size effect — as wellasa
value tilt with RSP selling winners and
buyinglosers every quarter.

‘Small size and value are regarded by
aficionados of “smart beta” as factors
that boost returnsover the long run.

Not everyone is persuaded. Armour
argued that, over the cycle, “it makes
sense to stick to the market cap-
weighted index”, which benefits from
lower turnover and therefore costs.

MarkNorthway, investment manager
at Sparrows Capital, argued that flows
into equal-weighted vehicles were pri-
‘marily being driven by the decisions of
active managers who use ETFs to build
portfolios.

“New money, certainly where it has
an [active] manager sitting on top of it,
is thinking ‘if I get into the US what am [
goingto be criticised for? I am going to
be criticised for going into the Magnifi-
cent Seven at the valuations they are

tradingat’}” Northway said.



Wednesday 17 January 2024

* FINANCIAL TIMES

COMPANIES & MARKETS

The day in the markets

What you need to know

®Dollar advances to one-month high
amid rate cut scepticism

©US government bonds and Wall Street
stocks hit by selling

@« European and Asian equity indices also
lose ground

The dollar strengthened to a ene-month
high yesterday as investors trimmed their
bets on rapid inferest rate cuts from the
US Federal Reserve.

The US Dollar index, a measure of the
currency’s strength against a basket of
six of its peers, gained 09 per cent as
traders continued to unwind their bets
that the Fed could begin cutfing rates as
soon as March.

Comments from Christopher Waller, a
member of the Fed's board, helped fo
dent frader confidence that interest rates
could start to fall as early as March.

At an online event hosted by
Washington's Brookings Institution,
Waller said the Fed was within “striking
distance” of bringing inflation down to
target but also warned there was “no
reason fo move as quickly or cutas
rapidly as in the past™.

‘Waller “maybe wasn't dovish enough
for the market, which has been ramping
up expectations of a Fed easing cycle”,
said Jan Nevruzi, US rates strategist at
NatWest Markets, who nonetheless
judged the comments to be “relatively
balanced”.

Futures markets implied a roughly 65
per cent chance of a Fed cut by March,
compared with more than 70 per cent
before the comments.

Following Waller’s comments, yields on
benchmark 10-year Treasuries rose 9

‘ Dollar strengthens as traders pare bets on rapid interest rate cuts ‘
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basis points fo 4.04 per cent while those
on rate-sensitive two-year Treasuries
rose 8bp 1o 422 per cent as the debt was
offloaded by investors.

Waller's comments came a day after
ECB governing council member Robert
Holzmann said people “should not bank
on" rate cuts this year.
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A warning shot
over last mile in
inflation battle

Mohamed El-Erian

Markets Insight

espite asharp decline in US
inflation over the past year,
the monthly US data release
onmovement in prices con-
tinues to garner significant
attention, extending beyond econo-

However, caution was alrcady war-
ranted in the “last mile” of the inflation
battle before last Thursday’s data
release. There are even more reasons
now, given the numbers and the most

It shapes perspectives on economic
growth prospects, central bank policy
and market It also has

Going into the release, reaching the
Fed's 2 per centinflation target required
lerated disinflation in the services

Indeed, i d giventhe cur-
rent period of less flexible aggregate
supply — a multiyear environment that
is opposite to the world of insufficient
aggregate demand that dominated the

decade after the 2008 financial crisis.
Politically, the Biden administration
cannot simply rely on lower inflation to
alleviate voters’ concerns. It needs to
i more effectively the

social and political consequences. And
nowthe data has sentawarning shot.

sector to accompany the persistent
slowing of price growth (and in some

exceptionalism of US economic per-
formance relative to other advanced

Last: owed that, onan
annual basis, headline inflation
increased from 3.1 per cent to 3.4 per
cent, surpassing the consensus forecast
of 3.2 per cent.

After that rate had hit a peak of 9 per
cent in 2022, the US economy has led to

US equity markets also siipped, with
Wall Street's S&P 500 and the tech-
dominated Nasdaq Composite down 04
per cent and 0.3 per cent, respectively, by
midday in New York.

Boeing was the worst-performing stock
on the S&P 500, down 75 per cent.

European stocks also slipped as
investors weighed the outlook for inferest
rates amid commentary from European
Central Bank t Davos.

03 per cent, Paris's CAC 40 dipped 0.2 per
cent, Frankfurt’s Xefra Dax fell 03 per cent
and London's FTSE 100 slid 0.5 per cent.

In Asia, Hong Kong’s Hang Seng fell 22
per cent, Seoul's Kospi slipped 11 per cent
and Tokyo's Topix retreated 08 per cent,
snapping an eight-session winning streak.

But China's CS1300 index of Shanghai
and Shenzhen stocks edged up 06 per

1. Steph d s

a fall in consumer price
inflation across the advanced world.
Surprisingly, this impressive disinfla-
tion hasnotimpeded growth or employ-
ment. The US economy has continued
to outperform internationally, growing
almost 5 per centin the third quarter of
2023 and, according to consensus fore-
casts, above 2 per cent in the final quar-
ter of the year. Meanwhile, unemploy-

ie Stacey 9!
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More Heathrow airport shareholders
plan to sell stakes alongside Ferrovial

PHILIP GEORGIADIS — LONDON

Three shareholders in Heathrow that
between them own more thana third of
the London airport have said they want
to sell out alongside majority owner
Ferrovial, according to the infrastruc-
ture group, as part of £2.4bn deal
agreedlastyear.

Canadian pension fund Caisse de dépét
et placement du Québec (CDPQ), Singa-
pore sovereign wealth fund GICand the
UK’s Universities Superannuation
Schemeallintend to exit, accordingtoa
person familiar with the deal.

Ferrovial did not identify the trio and
all three companies declined to com-
ment. Ferrovial agreed to sell its 25 per
cent stake in the UK’s biggest airportin
November for £24bn to French private
equity company Ardian and the Saudi
Public Investment Fund, ending 17
yearsof ownership.

As partof that deal, the airport’s other
shareholders were given the option to
sell their own stakes at the same valua-
tion with the Saudis and Ardian offered

first refusal. Ardian originally agreed to.
buy 15 per cent and the Saudis 10 per
cent.

Ferrovial yesterday said other share-
holders that between them owned
35 per cent of the London airport had
decided to exercise their “tag-along”
rights, throwinga potential roadblock in
the way of the transaction.

‘With 60 per cent of the airport now

original plan to buy 10 per cent and do
not want to increase their stake in the
airport beyond this, according to a per-
son familiar withthe deal.

Ardian is considering raising its offer,
the person said.

Another option being considered is
forthe Saudis and Ardian to finda third
investor to come on board to take the
fresh stakes.

The change hip would rep-

Ferrovialadded that it
wasa ‘condition’ of the
transaction that ‘tagged
shares’ were also sold

involved in the sale process, the £2.4bn.
deal could collapse ifall the sharehold-
erscannot find buyers.

Ferrovial added that it was a “condi-
tion” of the transaction that the “tagged.
shares” werealso sold.

resent one of the biggest shake-ups in
Heathrow’s boardroom since it was pri-
vatised under the Thatcher government
inthe1980s.

Any new investors will buy into an
asset that has been lossmaking for three
years because of the pandemic and
travel restrictions but also has a history
of generating strong returns for share-
holders.

Stll, plans to build a third runway to
generate significant new growth have
stalled amid high inflation and rising

Neither Ardi; r th dis -
pelled to buy the new shares on offer.
The Saudis plan to stick with their

Additional reporting by Josephine Cumbo
inLondon and Mercedes Ruehl in Singapore

datalow3.7 per cent.

This unique combination anchors
consensus expectations of a very soft
landing for the economy. It is the pri-
‘mary reason why markets are pricingin
rate cuts — starting in March — double
the 075 percentage points signalled by
US Federal Reserve officials and ana-
lysts forecast that markets will build on
last year’simpressive rally.

It has offered hope to the Biden
administration that voters will put
behind them the unanticipated infla-
tion shock and, instead, focus more on
the recent real wage gains, robust job
creation and legislative measures sup-

‘The task was to be made more diffi-
cult duetoless favourable year-on-year

— as well as translate into

‘more accessible language howits policy

approach promotes more inclusive and
i in the future.

The data highlighted the degree of dif-

Politically, the Biden
administration cannot
rely on lower inflation to
alleviate voters’ concerns

ficulty. While core inflation edged lower
from 4.0 per cent to 3.9 per cent in the
‘month, this was higher than consensus
‘market forecasts of 3.8 per cent.

Meanwhile, the data is yet to reflect
cost pressures already in the pipeline.
The current disruption toRed Sea navi-
gation will impact inflation directly, by
increasing input and final goods prices,
and indirectly by delaying the availabil-
ity of goods. The economy will also need
toabsorb higher labour costs.

The implications for growth depend
largely on whether the Fed is willing to
tolerate a longer period of inflation
aboveits 2 per cent target. There slittle
risk to economic and financial stability
in running an implicit inflation target
closerto3 per cent for now.

Finally, financial markets need torec-
ognise that the Fed’s guidance of 0.75
percentage points of rate cuts starting
Iaterin the yearis more reasonable than
the significantly more dovish current
‘market pricing. In terms of strategy for
investors, this translates into a greater
focus on individual name selection in
investments (as opposed to passive
index investing), sound structuringand
solid balance sheets.

Returning quickly to 2 per cent was
never going to be easy, especially con-
sidering the Fed’s initial mistakes of
analysis and policy reaction. The recent
data serves as a surprisingly early warn-
ing of the long and winding road ahead
inthe last mile of the inflation battle.

What would make things a lot more
reassuring — for the economy, the mar-
kets and the Bidenadministration — isa
set of domesticand international meas-
ures that promote the supply flexibility
that enables the “immaculate inflation™
that many have been hoping for.

Mohamed El-Erian is president of Queens’
College, Cambridge, and an adviser to Alli-
anzand Gramercy
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Bold new vision of a tragic opera

Hip-hop dance with
ashotof slapstick

“Dance Me to the End of Love”.
The potential is there: in a bur-
lesque scene reminiscent of Jifi

Médée Suresnes Cités Danse Kylidn's Sechs Tinze, Ka ably amps
La Scala, Milan Théatre Jean-Vilar, Suresnes. up the theatricality, with women
Sk ek coming in and out to scold and

help each other. All Maldonne
James Imam Laura Cappelle needsis the craft totake themona

Maria Callas's performances of Medeaat
La Scala in the 1950s and 60s defined
the way many contemporary opera-lov-
erslisten to the work today. Those pro-
ductions of Cherubinf’s mythological
work — written for Paris in 1797 —were
in talian, with the spoken dialoguc
replaced with richly orchestrated recit-

Pantomime isn’t exactly the first
thing you'd expect at a hip-hop.
festival. Yet from over-the-top lip
synes to glitching office encoun-
ters, there was plenty of slapstick
comedy tobe found over the open-
ing weekend of Suresnes Cités
Danse, France’s most venerable

journey.

On Suresnes’ smaller stage, on
the other hand, two multitalented
young performers sustained dis-
tinctive characters. In En piéce
jointe, Armande Sanseverino and
Gaél Germain spoof an old-
fashioned office dynamic: the
boorish boss who sexually har-

atives, and the classical score conducted hip-hopfestival. assesa timorous secrelary.
with the plodding weight of a Wagner Muchofit could b daddi- Ipl: ikely
opera, asthe recordingsaltest. tional refining. Carolyn Occelli, ~bealotmoresubtletoday, but they

On Sunday, Cherubini’s opera

who succeeded the event's found-

take it to impressive physical

returned to LaScala after a 62-year hia- ingdirector Olivier Meyerin2022,  extremes. Technicians initially
tus, butasit had never been heard here opted to open this year’s edition  wheel them on to the stage on
before. This was the house’s first pro- with Leila Ka, a bright new talent

duction of the original French version,
‘Médée, withLaScala cutting the declam-
atory1850s recitatives and substituting
them with newly written dialogue that
was pre-recorded and relayed through
speakers. The orchestra’s playing fur-
ther stripped the score of excess fat,
helping restore the work to its original
classical proportions to ensure that the
tragedy cut deep.

Ancient Corinth is the setting, the
libretto recounting how the betrayed
sorceress Médée murders her children
and reduces a temple to rubble to
avenge herex-lover, Jason, on the day he
weds another. Damiano Michieletto’s
new production places the children at
the centre, setting the action in a taper-

onthe French scene. She has made
her name in recent seasons with a
series of vivid vignettes centred on
women, In 2022’s Bouffées, the
only sound was their breath, set-
ting the pace of their staccato ges-
tures — a raised fist to the cheek, a
hand to the forehead, in complex
canons that kept separating them
and then bringingthem together.
Bouffées now forms the first —
and strongest — part of Ka's first
evening length creation, Mal-
donne, which opened Suresnes

Cités Danse’s main-stage line-up.
Transitioning from fierce, com-
pact bursts of movement to the
light and shade required over 60

and Gagl
Germain in ‘En piéce jointe’

carts, like life-size dolls, and both

ing, modern-dayliving room that looks  In the footsteps of Callas: crumbles as if By anycho-  move in choppy phrases, rewind-

larger than itactually s, asifscenfroma  soprano Marina Rebeka ral force. In the whispered Frenchdia- ~ of musical heft, he ensured that the reographer, and Maldonne often  ing and fast-forwarding through

young person’s perspective. Two ever-  proved equal to the logue, written by dramaturge Mattia  natural structure of Cherubinf’s score feels like a series of separate mimed sequences. Both speak,

present children, silent extras, receive  challenge in the title role Palma, the children take stock of the  could carry the drama, so £00, adding to the absurdity with

wrapped presents and shelterin aplay-  of Médéc” developments with youthful naivety. brecziness was gradually cnveloped by Thelack of a musical arcdoesn’t  self-aware asides to the audience.
SecAmens

housc, raising the stakes as we observe
the full impact of their dysfunctional
parents’ behaviour.

‘As Médée succumbs to rage, Jason's
domestic realm falls apart, the pyro-
technicanti-heroine ushering plumesof
stage smoke and scrawlingamessageon
the living room wall, which eventually

‘The horrifying finale, relayed onavideo
screen, shows Médée spoon-fecding the
Kids poisoned medicine at bedtime as

darkness, before bursting into a final
diabolical blaze.
As Callas’s successor, Marina Rebeka
i 1

Jason frantically bangsona
Some of the horror came from
the pit. Rising conductor Michele

the challenge. In an alternative
approach to fire-and-brimstone inter-
i of the

trans-
parent, compact and combustible

LIVE

p with

CORTEVA

agriscience

t, i her
clear voice with introspection and psy-
chological nuance to provide engross-
ingly believable characterisation. She
was duly showered with incandescent
applause.

Perhaps inevitably, most of the other
singers — Stanislas de Barbeyrac’s cocky
Jason, Nahuel Di Pierro's authoritative
Créon, the Corinthian king, and Martina
Russomanno’s long-suffering Dircé,
Créon’s daughter — were eclipsed by
Rebekals triumph. Ambroisine Bré’s
‘moving delivery of Néris’s aria, with
‘mournful bassaon obbligato, was an
exception, as were the chorus’s atmos-
pheric contributions. With bold vision
and skilful execution, La Scala has,
finally, mustered a compelling produc-
tionin which there is very little to fault.
Catchitifyoucan.

ToJanuary 28, teatroallascala.org

help: the uncredited score veers
from shapeless techno to classical
music and popular songs. To a.
1990s tear-jerker from singer Lara
Fabian, the five performers lip
sync like Drag Race veterans;
shortly afts ds, they return to

The wide-eyed Sanseverino ulti-
‘mately rebels and turns the situa-
tion onits head — an unsurprising
ending point, but a neat start for
thisduotowatch.

‘more reserved swaying, predicta-
bly structured to Leonard Cohen’s

Theatricality: Leila Ka's ‘Maldonne’ — o reupuensie

S
danse

GROWING FOR GOOD:
CLOSING CEREMONY

Imaginative response to amasterpiece

Strategies fo transition to a sustainable food system and
deliver the EU'’s climate goals

Tuesday 23 January 2024 | 17:30 - 20:00 CET | De Warande, Brussels

Infs
=5

Lukas Visek
Member of the Cabinet of
e-P

vent, which

events of the seri

Pekka Pesonen
Secretary General
Copa Cogeca

Alice Hancock
EU Correspondent
Financial Times

will be conducted in the format of a conversation, is
designed o present key takeaways and ideas discussed
directly to the European Commissien. Once again,

the previous

the event will be hosted under ‘Chatham House Rule’ to allow for a free

flowing conversation,

Find out more and apply to attend for free:

growingforgoodsummary.live.ff.com

bells — by Erench-Mexican new wave
R&E artist Andrea Balency-Béarn was
followed by Cage Letters, a pianosciting

section, wearing a range of loose tops
and trousers, only taking to the floor
when the Stravinsky began. When Les
Noces was first mooted, Diaghilev com-
missioned multicoloured sets and cos-

Les Noces — The Departure of three of John Cage’s love letters to
Woohwich Works, London Merce Cunningham compuscd and
posuoy played by the project’s
Yshani Peri and sung by
Louise Levene baritone Ross Ramgobin.
The celebratory finale, Rhythmic
atthe R featured the buzzy English

uld fireworks [acmry ‘at Woolwich Arse-
nal in south-cast London, where New
Movement Collective were presenting
Les Noces — The Departure, an -
tive response to Diaghilev’s enduring

National Ballet Youth Company throw-
ing shapes to a beatbox reimagining of
Les Noces by MC Zani performed by Jack
Hobbs, who flooded the space with
noises, sounds and sweet airs using just

The original Les Noces, first dancedin
Paris in 1923, boasted a score by Igor
Stravinsky, choreography by Bronislava
Nijinska (sister of) and sets and cos-
tumes by Russian cubo-futurist Natalia
Goncharova — Gesamtkunstwerk doesn’t
begin to cover it. The piece, together
with her 1924 Les Biches, was restaged
by Nijinska herself during Frederick

n's directorshipof the RuyxlBa]]ct
in 1_964

(and Josh Bobby’ first-
dlass sound design).

Les Nocesitselfrightly formed the cen-
trepiece, conducted by the versatile
Perinpanayagam and strongly per-
formed by four pianos (Julian Chan,
Junyan Chen, Milda Daunoraite and
Ekaterina Grabova), seven percussion-
ists, four soloists and the chorus of
Opera Holland Park.

The dancers or Les Noces began infl-

nated by Russian folkloric art). Nijin-
ska, though, found them too operatic,
and the final version was starkly mono-
chrome, like asepia photograph.

April Dalton’s designs for The Depar-
ture use a similarly restricted mood
board of greige and off-white, with a

washingline of discarded garments that
carries echoes of the long, strangling
plaits of Nijinska's sacrificial bride.

The movement was co-devised by a
thoroughbred contemporary troupe of
nine dancers (mostly ex-Rambert).
They huddled and whirled and formed
plastic groupings to the rhythms but the
dead weight of ritual was missing (as
yet) and ultimately their doings wereno
‘match for the overwhelming power of
Stravinsky’s score.

org.uk

hasn't been seen at the Royal 0pm
House since 2012. Programmers, like
publishers, are normally slaves to the
calendar, yet last year’s centenary came
andwent with scarcely a peep from Cov-
ent Garden. November's one-night-only
Insight evening felt like an afterthought
but wasat least filmed for posterity.
Last weekend’s 60-minute four-part
show was presented in the round on a
narrow platform (roughly five by 20
‘metres) erected in the handsome, flexi-
ble space of Woolwich Works. The seat-
ing, for around 500, was unallocated but
shouldthe piece ever be revived (fingers
crossed), grab atable near the band.
Stravinsky's Les Noces was the main
eventbutwastopped and tailed by three
terrific new compositions. Appels, a per-
cussive piece — rainsticks, kettledrums,

trating th

New Movement
Collective in
“Les Noces —
The Departure’
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President Lula has big plans to kick-start the economy, relaxing limits on public expenditure and setting
agreen agenda to attract foreign capital. But critics say he is trying to revive a discredited strategy.
By Michael Pooler and Bryan Harris

encath the blistering sun,
workers in overalls and hard
hats are putting the finishing
touches to an industrial
undertaking that until
recently seemed destined to remain
uncompleted.

A sprawlingmass of smokestacks and
pipework, the Abreu e Lima project was
originally launched in 2005 by then
president Luiz Inicio Lula da Silva as
Brazil’s first new oil refinery in decades.
It ended up one of the world’s most
expensive.

After cost estimates ballooned to
$20bn — nine times the initial budget —
the development would be held up by
Lula’s critics as 2 monument to waste,
corruption and incompetence during
the rule of his Workers' party, or PT.

Caught up in a political bribery
scheme that stole billions from state-
controlled oil company Petrobras, its
construction was paused in 2014 under
Lula’s chosen successor Dilma Rousseff,
with only half the planned facility
operational, Yet after the 78-year-old
Lula won a non-consecutive third term
as president last year, activity has
resumed to finish the plant, located an
hour away from Recife, capital of the
northeastern state Pernambuco.

The refinery expansion falls into a
broader public works programme that
is one pillar of the veteran left-winger's
plans to kick-start Latin America’s larg-
est economy and drag it out of a pro-
longedperiod of mediocrity.

Since returning to power, Lula — who
previously governed between 2003 and
2010— has looked to strengthen the role
of the state in his bid to lift stagnant liv-
ing standards in the nation of more than
200mn. Under its blueprint for the

EMapcreator.o| OSMATY 20km

BRAZIL

Aftantico Sul
Abreuelima —

refinery
Suape
port ’

economy, his administration has
boosted welfare payments, relaxed
restrictions on public expenditure,
promised infrastructure improvements
and unveiled a green agenda aimed at
attracting foreign capital.

“Iwant totransform this country into
a middle-class country where people
can eat well, dress well, live well, relax
well, take care of their family,” he said in
aweekly online broadcast last month.

However, detractors say his more
hands-on approach threatenstorevivea
discredited model of statist develop-

Brazil bets on areturn
to state capitalism

of politicians and Lula

Th G

Brazil rode a commodities boom
fuelled by China in the early 21st cen-
tury to become an emerging markets
darling, before a brutal crash almost a
decade ago as prices for raw materials
plunged. Op T's over-

The exp _ ortodoubled dingin

of the sprawling  a Ind to rekindle growth, at the risk of

AbreucLima history repeatingitsclf.

refinery falls “We need to improve what didn't go

intoabroader right before,” says Abinadade Santos,

public works general secretary of the metalworkers’
that  union in Recife. On the wall in his office

spending and political interference
under Rousseff were key factors in the
country’sworst recession inacentury.

Now, says Kim Kataguiri, an opposi-
tion lawmaker, “the government is
repeating its failed recipe of levying
‘more taxes, indebting the country and
spending more on areasthat benefit the
elitesmore than the poorest”.

Officials in the year-old administra-
tion defend its performance by pointing
to positive indicators, such as falling
unemployment, inflation and growth.
Initial full-year predictions by analysts
of gross domestic product growth below
1 per cent in 2023 have been upgraded
to nearly 3 per cent ahead of fourth-

rnumbers.

Situated far from international con-
flict and with abundant natural
resources — from hydrocarbons and
‘minerals to agriculture and renewable
energy — Brazil's advocates say the
country is ideally placed to fulfilitslong-
vaunted potential.

But investors and economists remain
sceptical of Lula’s state-driven eco-
nomic game plan. If he is seen to have
lost control of the public accounts, they
warn it will be difficult for the central
bankts continue cuttingits base lending
rate, which at 1175 per cent is exertinga
drag onactivity.

“Brazil just suffered its second lost
decade for growth since the 1980s, with
per capita income yet to return to its
2013 levels;” says Roberto Secemski,
chief Brazil cconomist at Barclays. “The

is one pillar of
President Luiz

is a black-and-white photo of Lula
addressing strikes in the 1970s. Santos

IndcioLulada  has faith the president can deliver, but
Silva’s cconomic  says there is no room for complacency.
blueprint “Thisisthe Lulagovernment’s duty —to

Frmoseranine  see the mistakes of the past and guaran-

teeitdoesn’t happen again.”

erched on the coast of Brazil's
poor north-east, in a state
built on the colonial sugar
trade, the Recife metropoli-
tan area was a microcosm of

the country’slast boom and bust.
During the PT era, thousands of jobs
were created by the refinery and the
nearby Atlantico Sul shipyard, which
opened in 2008 and was billed as the

himself served time for a corruption
conviction that was later overturned.

Together with the scandal, a drop in
crude prices led Petrobras to cancel a
number of vessel purchases, dealing a
blow to domestic shipyards. Mass lay-
offs at the Suape port and industrial
complex, the vast site home to the refin-
ery and shipyard, reverberated across
thelocal economy.

‘The ensuing national turmoil helped
force Rousseff’s removal from office by
impeachment in 2016 and tainted the
legacy of Lula, a former trade unionist
born in Pernambuco before moving to
Sdo Pauloasachild.

Duringhis first stint in office, he won
acclaim for lifting 20mn citizens out of
poverty in one of the world’s most une-
qual societies through social benefits.
“When Lula was president, it was one of
the best times here in Pernambuco —
and perhapsin the whole of Brazil” says
John Bezerra daSilva, who worked as a

amendment to simplify the country’s
complex tax system was broadly wel-
comed as a step in the right direction,
‘with S&P upgrading Brazil's sovereign
ratingonenotch.

It followed other market-friendly
reforms by preceding rightwinggovern-
‘ments, including overhauls of the rigid
Iabour code and pensions provision.
Under Lula's far-right predecessor Jair
Bolsonaro, ministers pursued privatisa-
tion and smaller government.

But the challenge s stark. Brazil's pro-
ductivity — the output per hourworked,
crucial to raising a nation’s prosperity —
grewbyjust 0.5 per cent annually in the
four decades to 2022, according to the
Getilio Vargas Institute.

Carla Argenta, chief economist at CM
Capital, says Brazil is likely to benefit in
the short term from monetary easing
internationally. “But the country’s lim-
ited ability to create internal drivers for
activity is expected to keep GDP grow-
i sheadds.

largest in the southern
was part of a signature Lula e

welder y
butnow drivesataxifor a living.
the  The34-ycar-old wantsto! hi

policy aimed at
national shipbuilding industry with
ordersof tankers and rigsby Petrobras.
But then, in 2014 a nationwide inves-
tigation uncovered a kickbacks-for-
culltrads scam n centred on the oil giant,
fdozens

trade. “People here have a lot of hope
that the refinery and shipbuilding will
really come back”
These dreams may yet be realised.
Now headed by a Lula all, Petrobras
ith domes-

hiowerds as it

nits quest to spur growth, the Lula
administration has turned to an old
formula. Unveiled to fanfare in
August, the governments new pub-
lic works programme — the Growth
Acceleration Programme, or PAC —
xeprised the name of two previous it
d record:

Brazil has had a ‘lost decade’ of income growth, ‘
only now close to 2013 levels

GDP per head at purchasing power parity (5'000 at consfant
2017 values)

ramp-up of offshore production fore-
castto catapult Brazil into the toptier of
crude producers. But to succeed, the

Under PAC 1, launched by Lula in
2007, only a quarter of projects were
effectively delivered, according to

indus
that previously left it sm@mg tobe
competitiveand meet deadlines.

‘Ecio Costa, aprofessor

lysis by Inter B.ForPAC

2, rolled out three years later under
lesscﬂ the figure rose to 36 per cent.

ials insist the latest iteration

the Federal University of Pernambuco,
argues the government should concen-

is dnﬂemm. It has a priority to complete
unfinished projects and will have

trate on improving the conditions for

country needs higher
capital investments, which wuuld be
‘more viable under lower interest rates.
‘The problem lies in Brazil’s loose fiscal
stance”

‘With GDP expansion forecast to cool
thisyear, the president faces a choice: to
take a more moderate

private whole to thrive:
Tohave rapid develapmen, youneed
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d.nﬁng tobusinessand investments.”
“This will involve tackling deep struc-

tural issues such as red tape, poor logis-

tics infrastructure, skills shortages and

“Itisa planning tool that worked in
the past, even though there were critics
of specific projects;” says Guilherme
Mello, a senior official in the finance

ministry.

Of the R§14tn ($290bn) of invest-
ments targeted by 2026, there is to be
§76bn of federal funding. The rest is

“Thisis
Lulds duty
—tosee the
mistakes
of the
pastand
guarantee
itdoesnt
happen
again’

expected to come from bank financing,
private players and state-owned enter-
priseslike Petrobras.

Another focus is promoting ventures
that combat global warming. “We are
talking about a new industrialisation.
Wi are not planning on getting back the
industry of the *70s or’80s. We need a
new industry . . . that is combined with
the green transformation.” adds Mello.

Chinese automaker BYD last year
announced it will begin producing elec-
tric cars innortheastern Brazil as part of
a R§3bn investment. The company's
local chair Alexandre Baldy says the
decision was down to Lula’s commit-
‘ment to decarbonisation and his meet-
ingwith the company’s founder onatrip
toChina.

To aid domestic production, the gov-
ernment is charging tariffs on imported
EVs. However, some mainstream econo-
‘mists are wary of protectionism and
corporate handouts, arguing that insu-
Iation from overseas rivals historically
often led toalack of competitivenessin
Bragilian m:

And lem is little room for manoeu-
vre in Brazil's federal budget, since
some 90 per cent of it is earmarked for
non-discretionary items such as social
security and pensions.

The administration intends to fund
extra spending with increased revenue
collection. Finance minister Fernando
Haddad has said the intention is to end
exemptions, loopholes and avoidance,
rather than increase the country’s
already clevated overalltaxburden.

Besides misgivings over whether this
is realistic, the worry in corporate cir-
cles is of an uptick in borrowing levels.
Public debt, currently at 74 per cent of
CDP, is relatively high for an emerging
economy. “Although we are not expect-
ing [the fiscal situation] to trigger a cri-
sis, increasing indebtedness will con-
tinue to expose Brazil's fragilities.” says
Gustavo Arruda, an economist at BNP
Paribas.

“The most critical issuein every long-
termor evenshort-term investor’s mind
[is] fiscal stability” says Paulo Bilyk,
chief executive of asset manager Rio
BravoInvestimentos.

Following Rousseff’s impeachment, a
constitutional amendment was passed
that restricted growth in the budget to
inflation. Investors considered it the
cornerstone of fiscal credibility. Since
Lula’sreturn it has been replaced witha
Tooser set of rules that, while imposing
certain limits, requires expenditure to
increase in real terms. The new frame-
work also promises gradually rising pri-
mary budget surpluses — ie, before
interest payments — after balancing the
booksin2024.

While this year’s zero-deficit target is
defended by Haddad, Lula has sug-
gested it may not be achieved. He is fac-
ing pressure from his own party to
spend more ahead of important munici-
palelectionsin October.

Simone Tebet, Brazil's planning min-
ister, defends the new fiscal framework
as “sustainable” and says federal invest-
‘ment as a proportion of GDP remains
“much below the world average. So
there’s no reason to speak about excess
orinefficiency in publicspending”.

While Lula says his previous stint in
office is evidence of his fiscal bona fides,
critics accuse him of starting a more
expansionary phase embraced by Rous-
seff. And though a powerful Congress
dominated by conservatives could resist
radical turns, investor doubts linger.

ula’s vision of reviving old-
school heavy industries while
stimulating innovative new
sectors will be tested at the
Suape port complex. The
refinery’s general manager, Marcio
Maia, says its expansion will double
processing capacity, helping reducereli-
ance on diesel imports. “It is very
important for Petrobras and for Brazil.”

Yet like other states in the windswept
and sunny north-east, Pernambuco is
also touted as a potential hub for green
hydrogen (H2) — a clean fuel produced
from renewable electricity. French
renewable energy group Qair is plan-
ning a R$21bn green H2 project at the
port, but local executive Gustavo Silva
says the sector needs regulation and
incentives. Draft legislation is before
Congress.

‘The Atlantico Sul shipyard was moth-
balled in 2019 and later entered bank-

ruptcy protection. But in the shadow of
its giant twin gantry cranes, activity has
returned with maintenance, and
the fabrication of equipment for oil rigs.

Chief executive Roberto Brisolla says
the business is now diversifying its
order book 5o as not to rely on Petro-
bras, with an eye on opportunities like
towers for offshore wind farms.

“From this government we see a
plan,” says Brisolla. “It is a time of
renewal, there are expectations and
optimism. But there isstill away togo.”

Additional reporting by Beatriz
Langella. Data visualisation by Keith Fray
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Tusk’s forced reboot of the Polish state

put th di into  Tuskandhisalli too,
Incoming premier has no insolvency toallow a relaunch aimedat  from their fai they firstcame
choice but to use robust ending their role as crude e ickly enoughto

tactics torestorerule of law

How far can a liberal democratic gov-
ernment go in using unorthodox tactics
to dismantle an “illiberal” system?
Poland’s premier Donald Tusk faces this
question as he tries to restore the rule of
law after eight years in power for the
conservative Law and Justice (PiS)
party — and it has broad resonance
given the rise of illiberal populists in
many democracies. The scale of the task
in wrenching key institutions out of the
'hands of PiS appointees, and in the face
of a president who is siding with the
opposition,

tools for PiS. It has fired a PiS-appointed
national prosecutor and tried to investi-
gate the PiS-appointed central bank
governor. Two Pis lawmakers convicted
of abuse of office sought refuge in the
presidential palace but were arrested
when the president, Andrzej Duda, left
for ameeting. Duda says Tusk is violat-
ing the rule of law just as the premier

combat the pernicious effects of two
years of prior rule by PiS. The changes
PiS has wrought today after eight years
in power go far deeper. Poland’s prime
‘ministeris under pressure to deliver on
electoral promises to restore a law-
‘based state and unlock billions of euros
of frozen EU funds. He has rightly iden-
tified state media, prosecutors and the

g

Such claims of equivalence are
entirely false. The Tusk administration
had no choice but to find innovative
ways to unwind PiS's changes — as with
public media — since Duda can veto ts
legislation, and it must cohabit with him
atleast until

PiSsgrip
‘must quickly be broken to rebuild their
independence.

Polish civil society, which survived
the PiS years, can be relied on to keep
the Tusk team under scrutiny — and to
cha]lenge fake narratives from the

the means Tusk has stayed within the
spirit of the law. But he must proceed
with care to avoid inflaming divisionsin
ahighly polarised society.

The month since Tusk was sworn in
has been turbulent. His coalition has

year Poland's president s supposed to
be a balanch Duda has instead

it already debunked the
claim that the two convicted PiS law-

thrown in'his lotwith hisold party, PiS—
and PiS spent its final days in office
putting in place blocking mechanisms
aimed at thwarting TusK's overhaul.

Yet if democracy is to take root in
Poland long-term, the new government
has to act with responsibility and
restraint. It cannot be seen to be cutting

If democrac;
to take rootin
the country
long-term,
thenew
government
has to act with
responsibility
and restraint

legal corners. Asit removes PiSlackeys
from state institutions and companies,
it must refrain from merely substituting
itsown loyalists.

New managers of state TV news chan-
nels must turn them into genuinely
impartial outlets. And the government
should choose its battles with care.
Exposing corruption by PiS figures is
important; those who trusted the
avowed “patriotism” of PiS may start to
balk if evidence of self-dealing becomes
clear. But targeting central bank pres-
ident Adam Glapiriski for allegedly
using monetary policy as a political tool
of the former government risks antago-
nising EU authorities for limited gain.

Like Viktor Orban’s Hungary or
Trump-era America, Poland isa divided
society. Restoring the independence of
the courts and state TV — still the main
news source for many Poles — are vital
first steps in bridging divisions. But as it
doessso, the Tusk government must take
care to avoid any appearance of acting in
the same manner asits predecessor.

Opinion Science

Big discovery could undo
the theory of the universe

sack Cater

Anjana
Ahuja

rom our earthly porch, the
cosmos seems prettily
jewelled with stars and
galaxies. Zoom out, how-
ever, and it should become
an odyssey of omnidirectional dull-
ness: an endless dark expanse in
which galaxies shrink to pale dots, and
thatlooks identical in every direction.
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Whitehall needs informed dialogue, not new letterheads

Andy Haldane (“Here's how to
stimulate UK growth: give away
power”, Opinion, January 12) advises
the next government to separate the
Treasury’s finance and economy
‘ministry functions.

‘We have been here before. Harold
Wilson set up a Department of
Economic Affairs in his 196470
administration. It was not a great
success. It became the model furthc
fictional Department of Admi;

secretary, when we were both at the th ic and staff within Whitehall
of G i ial 1d toa and not j id
e e oy e U be]ﬂnwd ]lldgnunl. mmmcndmg. consultants.
in the Treasury, when another Labour | perhaps Asfor devolution, relocating more
government tried a different approach. | expenditure concerned, lcnuwlng that | senior Whitehall staff to Darlington or
Twould receive proposals each any other advice would ide London is fine.

the of Trade i by the clmncellur But 1o one has ever dealt with the
and Industry to direct targeted support i ing issue in regard to local
to regenerate this or thatsector of UK | and long-term. The incoming taxation: the rest of the UK depends on
industry as part of thy C ives in 1979 ide all from London in order to
industrial strategy. My nightly for active ‘public

issions to Joel Barnett, chief raisi

aising
power and responsibility to the regions

Affairs in the TV sitcom Yes Minister. | secretary to the Treasury and the Enablmg the necessary informed
I came across Eric Roll — later Baron | person responsible for controlling dialogue across Whitehall does not would entrench their relative poverty.
Roll of Ipsden — nursinghis wounds | public expenditure, were copied to the | require changing departmental David Forrester
after serving s its first permanent chancellor, his boss and mine, wholed | letterheads. It does require highly London N7, UK
feature in the quasar spectra,” Lopez Evidence that Covid affects _) D ganse | Legal case has lessons for | Rural politicians place too
says of the magnesium absorption, lif . 1 J blish d M ] imb
explaining that the method can reveal e expectancy is unclear {’ pul ers and Big Tec mucl lue on Nimby vote
faraway galaxics that would otherwise | It casy toassume (“Mortality: Covid 3) 3 Rana rightly grounds th rural ities need more
unscen. takes toll on life expectancy”, Report, legal batzles between The New York affordable housing (“Spending on
Just as a cardboard cut-out will | January 12) that Covid-19 is over and cecan Times and the OpenAl/ Microsoft affordable housing slashed despite
createasilhouctteon abacklitscreen, | that its effect will “wash out” of the life combine in the lessons learnt by acute shortage”, Report, January 5).
the Big Ring into view results. The World Health publishers from their One of the problems is that rural
as the Mgl gas around its galaxies | Organization declared the Covid disintermediation by Google (Opinion, | politicians, both local and national,
absorbed some of the light coming | pandemicto be over on May 5, 2025. A | January8). One hopes that Big Tech | value the Nimby vote more than the
from the quasars behind. If it were ‘The UK Office for National Statistics N 7% | ‘will also have considered the votes of desperate families neding
visible from Earth, the estimate h ~ ramifications of that victory. ahome.
wouldbeequivalent to 15moons. There were 44,255 more dm'hs in g, Two decades on, Google's A recent freedom of information
Lopez — whose collaborators | the UK in 2022 than would have RES | advertising-heavy search resultsnow | request identified 5,109 families on our
include Central Lancashire colleague | been predicted from the five years I undermine the user experience, once | council housing waiting list. There are

Roger Clowes and Gerard Williger,
from the University of Louisville,

pre-Covid. That isa7.2 per cent excess.
The comparable number for the first

key to their success. The desire to
retain consumer attention, and hence

41.of these families who would qualify
for an affordable home in our parish,

That assumption that the universe ~ Keatucky — prescnted her findingat | half 0f2023is 8.6 per cent, whenCovid | 5, 5 ~ | advertiser revenue, has suckedmuch | yet an offer of free land for 12
is evenly sprinkled with matter and  ameetingofthe American Astronom- | was ending. The causes of these e, of the oxygen from the content affordable homes in the centre of
appears the same to all observers,  ical Socicty inNew Orleanslast week. | continuing excesses could be many. Lo ©> | ccosystem that their business model | avillage was rejected because there
known as the cosmological principle,  She is now writing it up as a scientific There are sill people who after o relis upon. was not a proven need. Nimby power
isnowin dispute. paper, where it will be properly peer- | a long fight lose th atwork.
Lastweek, aPhDsmdAntmEl\gland reviewed. In 2021, she discovered | Covid itself. Early detection of chronic nos starvethe | Rob y
revealed that she had di a similar called the di have failed during Covid. | treatment in relation to how the very creators who supply the training | Honiton, Devon, UK
gant necklace of galaxics strlching  Giant Arc using the same method, | The NEIS sst i Novo Nordisk i i content needed for the technology’s i )
across 13bnlight years. This so-called  That scythe-shaped curve of galaxies |  pressure. Even if patients make it to to tackling the obesity cpidemic odels. Publi i Brexit boosterism seems
Big Ring of galaxies and galaxy clus-  is bigger than the Big Ring, stretching. hospital the pressure may result in (Letters, January 10). protect their intellectual property; at odds with other data
ters joins an expanding catalogue of  more than 3bn light-years nose totail. poorer care. All have been implicated. As part of our o bition of Elon Musk ided to ringfence X /
mammoth structures that defy scien-  Those dimensions matter: both | The resultis. improvi health, ourmain | Twitter output to train his Al chatbot | London mayor Sadiq Khan's call for an
tific expectation. Taken with other  exceed L2bn ight years in size,some- | - combination although the datais far | focus hasbeen on identifyingtheroot | Grok. It s n o ones interestifthese | honest debate on the economi cost of
perplexing observations, it suggests to as the £ childhood tobe | models — soon to be embedded in Brexitis welcome, given all major
scale. That i ini; the Office for Health ableto pmvu‘k mlms'. mdencc m every aspect of the internet — are not parties’ omerta on the issue.
tance, Lopez explains, over which Lhe Disparities, exces upport effectir Tl G But your article on January 12
A galactic superstructure  universe should look uniform —and | deaths are not where | far, has proved to be reliable content possible. (Report), foreshadowing his speech
: . now doesn't. The Big Ring and Giant |  Covid hit the hardest. Instead, the effective in real life to prevent weight Ultimately, OpenAl will probably quoted, without comment, a Treasury
has sparked a mixed Arc join other supersized flies in the peaks are in the young (20-24) and gain and obesity among children, and | accommodate The New York Times. statement that “the UK has grown

reaction among the
cosmological cognoscenti

Standard Model cintment, including
“great walls” of galaxy superclusters.
The biggest is the Hercules-Borealis
Corona Great Wall, lying about

middle-aged (45-64). Unsurprisingly
respiratory diseases werc 44 per cent.
above the pre-Covid trend for the
‘middle-aged. Surprisingly, heart

itis obvious that there is a need for Models legally trained on the best
abetter understanding of the complex | content will have competitive
interaction between genetic make-up, advantages — patcm:la]]y mdu
carly life i reduced model an

faster than Germany since leaving
the EU, and the IMF has said our
‘medium-term growth outlook is
brighter than many of our ncighbours

the Standard Model of physics, in  10bn light years away and spanning | diseases of ll kinds show the same | factors. e || e
which the ical principle ing10bnl Jevel increases, Even renal |  We have initiated and fundedseveral | from legal ramifications. and Germany”.
plays a supporting role, might notbe  Isthe i 0 |  ibees v igherFar | st that e, orxample, whther | Should aﬂcessmgpnbhsher content | Did the FT fact check that, or try to
T e e ey S e et T e et i ight T E—er s
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the Univerityof Central Lancashire  Model. Another is the surprising There are huge variations across “The Centre or Childhood Healt k" — | (. not jobl Accordingtothe article in House &
student d the Big Ring, of the Hubble constant, a countries. In October 2023, sevenEU | ani o o Home (“C 1, January 6)

told me on Monday. “Good science number related to the expansion of |  countries reported no excess deaths. | grant ofupto £115mn from theNovo | Martin Sandbus Weekend Essay the 2023 State of Nature report says
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The Big Ring was detected as Lopez i ‘Honorary Visiting Professor, Bayes individual ctiis withscparate

analysed the gas absorption in the
measured light from distant quasars,
which are some of e most luminous
abjects in the universe.

As for the Big Ring, itmore losely
resembles a spiral. As cosmologists
struggle to make sense of i all there
is somethi ic about the

gas, a form of fonised magnesium.
known as Mgl is linked to galaxies.
andgalaxy clusters.

“It’s a really obvious, detectable

Standard Model being loosened by a
colossal galactic corkscrew.

anjana.ahujo@ft.com

Business School, Wendover,
Buckinghamshire, UK

So far, no intervention has
been effective for obesity

‘Thank you Sarah Redston, for raising
the question about prevention versus

leadership teams

atax system progressive enough to
fight ! ity. The main

and goals. The foundation’s vision is to faceis not

improve people’s health and the but professional upskilling and the
sustainability of society and the planct. | requirement to relocate millions of jobs
Professor Arne Astrup lost because of artificial intelligence
Senior Vice-President, Obesity and and new technologies.

Nutritional Sciences, Novo Nordisk Pascual Olmos

Foundation, Copenhagen, Denmark Madrid, Spain

OPINION ON FT.COM

Estimating the private credit crunch

One Imporfant difference between private
credit and the public high-yleld bond
universe I that the latfer pays fixed coupons,
while the former Is floating rate deb, with the
Inerest payments ebbing and flowing with
Inferest rates, wrifes Robin Wigglesworth
www.ft.com/aiphavilie



Wednesday 17 January 2024

* FINANCIAL TIMES

Opinion

POLITICS

Janan
Ganesh

hose parochial Democrats.
Those globalist Republi-
cans. Last week, when US

America will not retreat from the world

tional commerce” Togue actors.
There is alesson here, but it tends to
come around often, and there is no
chancethat it will be heeded this time.
Don't call the Republicans isolation-
ist. (Call them other things, though.) It
was Donald Trump’s America that
assassinated an Iranian general and
fired missiles at Syria. It was Barack
Obama's that led “from behind”, Right-
wing populists can be insular but also
q\lick to recognise external threats.

in Yemen, some Congres-

It but aloelf-doubing and psive.

sional left
itselfor to the lack of legislative consent
forit, ortoboth. Meanwhile, the Repub-

lican leader in the Senate and the Repub-
lican chair of the House foreign affairs
committee just wished that Joe Biden
had gone harder, carlier. In a line that
could have come out of the liberal Eden
of the 1990s, Mitch McConnell said
that America must uphold “interna-

Over —
‘marks 10 years since Russlxs annexa-
tion of Crimea, which happened under
Obama — it is an open question which
party has been the more negligent and
derelict abroad.

The issue here, I think, is that com-
mentators equate unilateralism, which
isamethod or evenjusta st of manners,

come. Well, the next pres-  andother’ d ibli How did the ideatake hold that A retreat. True, no one knows what

ident will be uni evenifitis canwith dollars-  icais forever longingto quittheworld?  Republicans would doto defend Taiwan,
Nikki Haley or Ron DeSantis. Butisola- ~ and-cents view of the world ends up  The nati yrolling  but] istingui from

tionist? Unless we are to drain the word i i Amer- the Philippines.  all US administrations? Yes, stinting

ofall meaning, that implies asi ica. Better that than expensive disrup- i i i

rolling back of America's presence tions to shipping lanes. “There are no the U its own blish a whole party pro-

abroad face 7, goes anold cliché. rid force. fonist  gramme as isolationist? A party that

Well, the s super-  phase was 1919 to 1941: disastrous, yes,  wantsto do more against China?

An innate desire for a quiet
life has become one of those
US tropes that survive all
contradictory evidence

On its own, the Republicans’ obses-
sion with China keeps them hookedinto
the outside world. But that isn't all.
‘Their focus on commerce has the same
effect. Unless the US runs a siege econ-
omy, it will always feel the cffect of far-
= : :

markets. Who doubts that Trump, to
prevent inflation at home, would have
attacked those Houthi tormentors of
Red Sea cargo ships? His materialism
hasits uses.

but also exceptional, which is why any-
one who so much as whispers “America
first” now has that and only that period
quoted against them. America’s innate
desire for a quiet life has become one of
b h tveall di

There are better candidates than
America for the i-word. It is a serious
handicap for the free world that its sec-
ond and third biggest cconomic units,

In fact, the least attractive traits of
the Republicans are the ones that
push them Taketheir

ing evidence, like the “fact” that few of

jingoism. A flag-waver cannot contem-
plate taking a backward step against
amere foreigner. What is, on the face
of it, ridiculous amour propre often
guides the party I,owal'ds outward
action. The strikes against Syrianleader
Bashar al-Assad were the ultimate
but not

Asthiselecion yearplays out, sndLhe

Europe and Japan, don't convert their
wealth i ut. Japan at
least has the alibi of a pacifist constitu-
tion, drawn up in another age. Europe’s
excuse for being so marginal to the

word “isolationist” i ‘without or for taking
ind: s].mestny JS inaid for

isa Republican of any note for  Ukraine, is what? No one thinks to call

less defence spcndm.{’ Idon’t mean the continent isolationist. We might

1920s-style naval justa  exten tesy Atlantic.

material cut in the Pentagon budget. If

not, discount the language of national janan.ganesh@t.com

What we know
about the
global outlook

Martin Wolf Fconomics

From demography to technology, it is
crucial to pay attention to the forces
that will certainly shape our future,

hat is going to happen
to the world economy?
‘We will never know the
answer to this question.
In one decade after
another, something big and largely
unexpected has occurred: the great
inflation and ofl shocks in the 1970s, the
disinflation of the carly 1980s, the fall
ofthe Soviet Union and the rise of China
in the 1990s, the financial crises in the
high-income economies in the 2000s

China, fertility rates are far below
replacement levels. Meanwhile, the
highest fertility rates are in Sub-Saha-
ran Africa. Asaresult,its sharein global
population might jump by 10 percent-
age points by 2060. (See charts.)

These demographic changes are the
result of rising longevity, the transfor-
mation in the economic, social and
political roles of women, urbanisation,
the high costs of parenthood, improve-
‘ments in mm_muepnan and dmnges in

tion and wars in Ukraine and the Middle
East in the 2020s. We live ina world of
conceivable and obviously conscquen-
tial risks. Some — war among nuclear
great powers — could be devastating.
The difficulty is that I

their lives. o.ﬂy ‘huge shocks could con-
ceivably change any of this.

A second feature is climate change.
Maybe current trends will be turned
around in time. But emissions of green-

high-impact events are nearly impossi-
Bletoforecast

lised, while the world continues to get
hotter as stocks of these gases in the

Itisagood

of our gobalcmmmydmm not really
uncertain. These must also stay in our
‘minds. Here are five of them.

The first is demography. The people
wheo will be adults two decades hence
haveall been born. The people who will

bet that it will continue to do so for a
longtime. If so,

The share of sub-Saharan Africa Moore’s law” continues to operate six The shift of world output towards
in global population is soaring decades after it was propounded developing Asia has been inexorable
UN population estimates & projections (from 2022 Transistors per microprocessor Share of global GDP at purchasing power parity (%)
onwards), % of world population by country/area 1,000,000,000,000 == US = EU/UK = Other US allies”
100 e W= China India wm Other developing Asia
Other developing IR
ROC0000.000) US & allies, 1990
+— Sub-Saharan Africa 100,000,000 US & allies, 2000
OtherS, E & SE Asia US & allies, 2024
h income) fL000:000 Dev Asia, 1990
o 10,000 Dev 2000
ome 1970 80 90 2000 10 25 | DevAsm202¢ e
© he number ot 0 10 20 30 40 50 60
1940 80 2000 20 40 reur doubles approxmately avery two years i called Moores - Japan, Canata § Korea, Australa New Zeatand
source:un Rupp, Mcroprocessor Wordmpata *_source ME
argued that the breadth  cuit rises, by die-  Asiaal tobe the world’s  “awretched milestone: the weakest glo-
and depth i i . fastest -Given theability bl growth performance of any half-
tion has slowed, almostinevitably,since  ponents on a single silicon chip”. That dth —tocatch de since the 1990s, with people in

the second industrial revolution of the
an 19th and early 20th centuries.
ha:

rise by far more than 1.5C above pre-in-
dustrial levels, which, we have been
told, is the upper limit of reasonable
safety. We will have to work harder to

be over 60 years old four
now are already adults. Mam:llty could

jump,

toinvest heavily in adaptation.
A - .

But,

especially

a cmstmphe, we have a good idea of
who will be livingdecades from now.
Several features of our demography
are quite clear. One is that fertility rates
— the number of children born per
woman — have been falling just about

the falling cost of solar, is one example.
Advances in life sciences are another.
But, in our age, the revolution in infor-
mation and communications technolo-
giesisthe centre of such progress. In The
Rise and Fall of American Growth, Robert

University has

nhmgedrnmerhme inhalfacentury.

Nevertheless, the transformation in
information processing and communi-
cation has been astounding. In 1965,
Gordon Moore, who went on to found
Intel, argued that “with unit cost falling
as the number of per cir.

was right. But astoundingly, Moore’s
eponymous law continues to be true
almost half a century later. In 2021, the
number of such components was
58.2bn. This permits marvels of data
processing. Moreover, 60 per cent of the
world’s population used the internet in
2020. Further transformation of how we
= Tthe

a safe bet that this will continue. The
centre of gravity of the world economy
will continue to shift in the direction of
these regions. That will inevitably cre-
ate political shifts. Indeed, it already
has. China's rapid economic rise is the
big geopolitical fact of our era. In the
long term, India' risc s hkaly to have

Short-term shocks can
be overwhelming. But
the urgent must not
overwhelm the important

genceisthe latest example.
Al G e crd oy

Afifth feature s growth T
ing to the updated work of the late
Angus Maddison, as well as the IME, the

acrossthe
ing regions that have prvvndnwst adept
at absorbing, using and furthering such
knowledge arc in cast, south-cast and
south Asia, which contain roughly half
of the world’s population. Developing

in every year
since 1950, except 2009 and 2020.
Growth is an inherent feature of our
economy. The World Bank’s recent
Global Economic Prospects notes
that what looms ahead in 2024 is

one out of every four developing econo-
‘mies poorer than they were before the
pandemic”. Nevertheless, even in this
shock-affected period, the world econ-
omy has grown, evenif unequally across
countries and people, and unevenly
overtime. We are not movinginto an cra
of global economic stagnation.

It is easy to be overwhelmed by short-
term shocks. But the urgent must not be
allowed to overwhelm our awareness of
the important. In the background, the
big forces described above will reshape
ourworld. While improving our capac-
ity to respond to shocks, we must pay
them very careful attention.

martin.wolfi@/t.com

Lebanon

¥ In notably  Gordon of

. Bou Habib replied: “The decision is
Kim theirs; we hope they don’t commit
Ghattas Ives toalarger war.”

chanon’s carctaker forcign
minister, Abdallah Bou
Habib, made a startlingly

Decisions of war and peace have long
been out of the hands of the Lebanese
state, going back as far as 1969, when
Lebanon signed the Cairo accords,
which gave Palestinian guerrilla fighters
based there the latitude to use its terri-
tory tosstrike Israel. That would eventu-

powerless-
nesson January 3, in a televi-
sion interview with CNN's Christiane
Amanpour. A day carlier, a suspected
Isracli missile strike had killed a senior
leader of Hamas in the southern sub-
urbs of Beirut, abastion of Hizbollah.

It was the first such strike on Beirut
since the 2006 war between Israel and
Hizbollah. Panic spread in the country
as the Lebanese worried Hizbollah's
retaliation would provoke all-out war.
Asked whether the Shia militant group
and political party could be restrained,

ally lead to th 1982 Israeli
invasion ofthe country, the departure of
Palestinian fighters and leaders, the cre-
ation of Hizbollah and the 17-ycar-long,
Isracli occupation of south Lebanon.
After thecivil war ended in 1990, Leb-
anon’s fate in effect lay with its masters
in Syria, anally of Iran. Syrian President
Hafez al-Assad often used Hizbollah to.
negotiate with Isracl by firc via Leba-
non. Today, Damascus is a vassal of
Tehran, while Hizbollah has grown into.
a powerful, armed regional paramili-
tary force, workingclosely with Iran.

is poised precariously between peace and war

A day after Bou Habib’s interview,
Hizbollah's answer came. The group's
leader, Hassan Nasrallah, warned Isracl
that if it launched a war against Leba-
non, Hizbollah would fight back hard. In

ness to implement UN resolution 1701,
which stipulates that only government
and UN forces be present along Leba-
‘non's border with Israel. It also requires
lsmel to reﬁ'nm from incursions into

, a strike inst a Hamas
leader in the heart of a Hizbollah-
controlled arca in the Lebanse capital

A durable cessation

of hostilities requires
constitutionally mandated,

legitimate leadership

did not yet qualify as a declaration of
war. Nasrallah also opened the door to
dialoguc to bring an cnd to three
‘monthsof cross-border clashes.

On cue, Lebanon's carctaker prime
‘minister, Najib Mikati, sent a letter to
the UN signalling his country’s readi-

i P e
and peace is not the only conundrum
facingLebanon. Timingi Nas-

followers that the war is over and dia-
logue can proceed?

Adding to the complexity is the fact
Lebanon has been without a president

and friend of Bashar al-Assad, was the
declared presides

Gaza. They willnow push againfor their

candidate, arguing. o

not be within the remit of the Lebanese

state, but signing off on peace, oratleast

a durable cessation of hostilities, will
i mandated,

rallah said dialogue would only be possi-
ble after the end of the war in Gaza.
Mikati then repeated that line. Isracl
has made clear it will no longer tolerate
the threat posed by Hizbollah on its
northern border, but

Lebanon is a small country with a
bankrupt economy that carries no
weight as a regional player. Yet in a
country that has always been a proxy

the border if he is elected. The opposi-
tion had previously nominated Jihad
Azour, a senior official at the IMF and
former finance minister. But a third,
undeclared candidate is Lebanon’s
army chief, Joseph Aoun, a likely
favourite of Washington. His election
wouldindicate that a wider regional sct-
tlement is in the offing once the war in

has repeatedly cautioned the Israclis
against launching a wider offensive
against Lebanon.

In December, Isracli officials warned
that the window for a diplomatic solu-

prime minister are subject to intense

bargaining. Regional powers such as

Iran or Saudi Arabia use this to project

influence or protect their interests,

while Lebanon’s political leaders play

along, waiting to sce which way the
AR N

tion was six to eight weeks. Will that

of Isracl’s campaign in Gaza sufficient
to allow Nasrallah credibly to tell his

Suleiman Franjich, scion of a promi-
nent Christian family from the north

Meanwhile, the Lebanese, fecling

powerless, are left asking the same

question every day: “Shoo, fi harb?” So, is
re war?

Thewriter s author of ‘Black Wave, distin-
guished fellow at Columbia University’s
Institute of Global Politics and an FT
contributing editor



* FINANCIAL TIMES

Wednesday 17 January 2024

Lex.

X: @FTLex

Goldman Sachs: rally
may not be sustained

‘The feast-or-famine nature Dan]l
Street advison

that it pulled in last year. The figure is
42 per cent at Morgan Stanley and 30
per centat JPMorgan.
Advisory work is highly profitable.
Unlikeretal banking, advisory does
h

Sachs’s revenues and profits can be

‘more volatile than those of its peers.
Market optimism for this unit has

lifted the share price. Stocks in the US

not require Coldman's
global banking and markets unit
delivered a12.1 per cent return on
average common equity last year
compared with 3.2 per cent for its asset

30
cent since late October to trade just 10
per cent below the all-time high.

Hope that the revival in dealmaking
activity seen during the fourth quarter
will be sustained in 2024 has produced
asimilar boost in valuations.

Goldman currently commands a 15
per cent premium to industry leader
JPMorgan Chase on a price-to-forward
earnings basis. Never mind that
JPMorgan delivered record profits for
2023 while Goldman reported a 24 per
cent drop in annual net earnings to
$8.5bn, the lowest level in four years.

After a dismal year in which M&A
activity sank below $3tn for the first
time in a decade, the market is betting
that the worst is over. Interest rate
‘hikes have peaked. The recent stock
‘market rally should encourage more.
deals and public offerings.

Goldman said yesterday that its
M&A backlog “saw a really strong
replenishment and improvement” in
the final quarter of the year.

After a disastrous foray into
consumer banking, Goldman has good
reason to talk upits deals pipeline.

For all its diversification plans,
equity and fixed income trading plus
investment banking made up 65 per
cent of the $46.2bn in total revenue

Goldman Sachs
Global banking net revenues (Sbn)

®2022 ©2023 =

change
Investment
anking | O® -16
Equities o 5
Fixed Income -18
5 10 15
Source:company

and wealth business.

But Goldmans rally also leaves
plenty of scope for disappointment. For
starters, a return to the 2021 level of
record dealmaking is unlikely in 2024.

The §12.1bn in net income that
analysts expect Goldman to earn this
year will still land well below the
$21.6bn that it made in2021.

LNG: glut will chill oil majors’ gas ambitions

A new wave of LNG projects capable of producing 140mtpa of the supercooled fuel is sef to come on stream

between 2025 and 2027, That may drive a drop in natural gas prices, which spiked affer Russi

Ukraine. New LN

Supply vs demand scenarios
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Demand forecast range
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assumed by net zero scenarios.
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founder Shane Le Prevost with 18 per
cent. Despite having more than 250
listed mid-cap clients, the two say that
only six overlap.

UK mid-caps is a challenging world.
Last year only £953mn was raised via
local IPOs, down 40 per cent, says EY.
The UK’s remaining crop of midmarket
brokers is hugely reliant on listings.
The new Panmure Liberum claims to
have led the way for sub-£1bn IPOs
over the past five years.

Moreover, the world’s largest
investors, managing $2tn of assets,
think very little of UK stocks. Only 3
per cent expect to add exposure to UK
equities in the next year, says
consultant Mercer. Almost a fifth want
to cut their exposure to Blighty. That is

Bankers are not cheap, cither. About | The LNG world is no stranger to per annum (mt i to LNG ften majors —whose | the worst spread of opinion for any of
a third of the revenue Goldman made lmmns and busts. A dcan.ll of new 200bem) are set to bets on 1} the 20 asset classes and regions.
last year went on salari ises prices, 1 between 2025 and 2027, accordingto | transition plans. These buy fmm Undeterred, insiders suggest
benefits. Its efficiency ratio, a measure rush to bring new gas to market. Bernstein. That is more than 30 per ‘multiple developers, in addition to optimistically that the combined group
of how much it costs to produce a The next bigupswing in capacity is | cent of the current market. any owned production, and try to could generate about £100mn of
dollar of revenue, jumped nearly 9 starting, with a wave of the fuel New projects are likely toleavethe | place it where it is most profitable. revenue in 2025.
percentage points to 4.6 per cent. becoming visible over the horizon. umket amply supplied and drive spot Looking to 2050 and beyond, gas This is similar to what the pro forma

Its bankers will cheer signs of green That is good for gas-starved utilities down, at least until demand | demandi peak,atleast | group made in 2021, the last peak. The
shoots. But investors buying in at and countries fretting over energy mu.‘.hcs up towards the end of the inscenarios that target net zero by idea is that this will happen with about
current valuations may find that they security, less so for those seeking to decade. That is significant for Europe, 2050. Developers do not seem to have aquarter less overheads — roughly
are left with little more than twigs. sell LNG into the European market. here | indexed They are seeking to right for cost reductions in bank

‘The market needs some slack. to the spot price. Lower prices would the trigger on a further ]_‘)Omrpn transactions. That would turn 2022
Supply has been tight for the pasttwo | be a relief for energy-intensive (cirea 260bem) of proj i iness into a very
. years as aresult of Russia’s invasion | European industry. Chemical into the next decad profitable one.
Eli Lilly: heavyweight of Ulraine, To make up the shortfall, | for instance, have been ata LNG demand may grow more than Deutsche Bank paid £410mn for
status looks set to last Europe has cut withUS peers. | th marlcl and notll larger local peer Numis last year. Using
and hoovered up an extra 70bn cubic | But LNG sellers f: . US in the pipel thatasa and usinglast

Eli Lilly (bem) or so of LNG originally | specialists such as Cheniere, built. But an influx of gas well mm year’s cyclically low revenues, the
an also-ran mlhephamlaneunm]s destined for the Asian market. NextDecade or Venture Global tend to the next decade would be an Panmure Liberum deal is worth
industry. It struggled to replace lost But the market is set to get more be protected by long-term capacity unhelpful headwind for the energy perhaps £100mn and twice that in
sales from patent expirations on some LNG than it bargained for. Projects contracts, at fixed prices. Butaslump | transition, and a chill wind for the oil zms ifthe group's hopes arc achieved.
of its most profitable 2010s treatments. | capable of producing 140mn tonnes | could squeeze profits for “portfolio” gas maj it in this sector are

It pulled in less revenue in 2019 than [mughl — even without the drag of
it did in 2011. In the latter half of the turgid local market conditions.

decade its market value languished at
around the $100bn mark. These days,
Lilly is the world’s most valuable
drugmaker, after overtaking Johnson &
Johnson last summer. Its $610bn
‘market capitalisation makes it the
ninth biggest company on the S&P 500.

It has America’s obesity epidemic to
thank. And if 2023 was the year of
Ozempic and Wegovy, then 2024 could
be the year of ti The latter,

treatment have sent Lilly shares ona
run. They bucked the wider pharma
scll-off, rising 60 per cent last year. A
price to forward carnings multiple of
over 50 values the stock more like a
tech than aphanna_ Bristol Myers

s T

iibb

research has shown tirzepatide, the
active ingredient in Mounjaro and
Zepbound, has better efficacy.
Zepbound is also cheaper than Wegovy.
One bullish estimate reckons that
Zepbound and Mounjaro could

earnings while e
 The frenay for weght los and
s unlikely to

‘made by Lilly, has been approved to
treat type 2 diabetes since 2022 under
the brand name Mounjaro.

Some doctors prescribe it off-label as
2 weight-loss drug. But last November,
US regulators gave the green light for it
to be used as an obesity treatment
under the name Zepbound.

High expectations for the injectable

[ndc. “This new class of weight-loss
drugs, known as GLP-1, must be taken
consistently for lasting results.
JPMorgan thinks sales of these drugs
could exceed $100bn by 2050.

For now, the market is dominated by
Lilly and Novo Nordisk, the Danish
‘maker of Ozempic and Wegovy. But

Lilly may yet have an cdge. Some

$50bn in peak annual
sales. That compares with Lilly's total
revenues of $28 5bn for 2022.

The number is not as far fetched as it
looks, especially if Lilly can show that
tirzepatide offers benefits like reducing

Panmure Liberum:
huddling in the cold

In a market that is freezing over, UK

brokers must huddle together for

warmth. The latest squeeze,

announced yesterday, comes between

Panmure Gordon and Liberum.

One of them can trace its history

back to Victorian times; the other has

i ofa i i

the risk of heart attacks. Lilly also has a
promising drugin the field of
Alzheimer’s, the last great excitement
before obesity took the spotlight.

Lilly's valuation may seem
impossibly high but don't expecta
correction to come any time soon.

‘This is a sensible dea] but it is is one| that
smacks of defe

Liberum has a wider spread of share
ownership among its employees than
Panmure. That will have to change to
avoid friction.

Consolidation among beleaguered
UK brokers must be a good thing. But
any top global bank can scoop up talent
and clients, if things start looking up.

That the UK is an unloved and
inexpensive market is nothing new. If
equity markets are recovering, value
propositions like Britain’s should
actually attract contrarian investors.

till, this pair may find it challenging
h heat to thrive.

the backdrop.
Panmure’s owne, Atlas Merchant
Capital, led by ex-Barclays boss Bob
Diamond, will with 35 per cent be the
largest sharcholder. Next is Liberum
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The story remains one of integration

Hyperglobalisation is
dead. Globalisation, on
the other hand, is not,
writes Martin Wolf

hat are the prospects for
the world’s still highly
integrated economy? In
answering this ques-
tion, one has to start
with the underlying forces at work.

The most fandamental are changes in
economic opportunities. These include
reductions in costs of transport and
communications, shifts in comparative
advantage and changing opportunities
for exploiting economies of scale and
learning by doing. No less crucial, par-
ticularly in the short and medium run,
are changes in economic ideas and geo-
political realities. Finally, shocks —
wars, crises and pandemnics — also shift
the perceptionsof business, peoplesand
politicians of the risks, costs and bene-
fits of cross-border integration.

The history of cross-border integra-
tion, especially trade, illuminates the
interplay among these forces.

The long-term story is one of growing
integration. Between 1840 and 2022,
the ratio of world trade in goods to glo-
bal output rose roughly fourfold (see
charts on page 2). Yet openness to trade
has fluctuated dramatically: the ratio of
trade in goods to world output tripled
between 1840 and 1913, then fell by
roughly two-thirds between 1913 and
1945, and tripled again between 1945
and 1990, to surpass pre-1914 levels.

After the collapse of the Soviet Union
and empire in the early 1990s, the world
economy experienced two eras. The

Continued on page2

Risk factor: a win for Donald Trump In this year’

Inside

‘Multipolar’ allies defy
‘rules based order’
Presidents Xi and Pufin
unite in the global battle
of narrafives

Page 3

Quest for the Al grail
Investors pump billions
info probing mysteries
of the new fechnology
Page3

Threat to democracy
This 'year of elections’
takes place against a
backdrop of growing
illiberalism
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Dealmaker Biden has
his work cut out

What the US president
has fo do

o beat
Donald
Trump
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From Brazil to the planet:

The wealth
of the forest
preserved.

We export alternatives in renewable
energy, food production and new
technologies. With products and
processes that increasingly respect
the natural environment, we promote
the development of the country and
offer a better life to all Brazilians.

/4

We help foreign companies find their way to prosper in Brazil.
ApexBrasil. The Brazilian Trade and Investment Promotion Agency.

It's from Brazil, it's sustainable, it's for the whole world.

MINISTRY OF BRAZILIAN 6OVERNMENT
MINISTRY OF  MINISTRY OF EroAnEr

apexBrasil® swmawira “iemen e "Dl e




FINANCIAL TIMES

Wednesday 17 January 2024

The World in Figures 2024

Trade has shown a long-term rise, but with significant interruptions
World exports as a % of GDP, 1827-2023

Financial globalisation peaked just before the 2008 financial crisis
Global gross financial flows (inward flows, as a % of global GDP)
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Global trade has rebounded after the pandemic
Recovery in global trade volume three years after recession® G
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Nature is our life-support system on Earth.
It is time to accelerate nature-positive business:

Aligned with the global imperative to transform economy for the bene!
of nature and people, InTent acts to accelerate nature-positive practices,
rethink business education and deploy sustainable business models.

[EIEFHE]  inrent gathers cecision-makers, business
representatives, academia and civil society
to share solutions, confront ideas and
opinions, and seal partnerships for action.
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The story
remains
one of
integration

Continued from page 1
first, up to about 2010, was one of
“hyperglobalisation”, a label applied by
Arvind Subramani Martin Kes-
sler in a 2013 paper for the Peterson
Institute of International Economics.
The dominant features were rapid
growth of international transactions rel-
ative to global output, with flows of
direct and portfolio capital across bor-
ders growing even faster than trade in
s and services. By the financial cri-

of supply chains. Finally, the worldwide
i belicfi iberali

those costs converged. As China's econ-
omy grew, its dependence on trade nat-
urally declined. Shocks caused by the
pandemicand wars also underlined the
risks associated with extensive reliance
ontrade for essential supplies.

At least as important have been ideo-
logical changes, among them the rise in
protectionism and nationalism, notably
inthe US, triggered by the coonomicrise
of China and the “China shock” toindus-
trial employment. Parallel changes have
occurred in Xi Jinping’s China. There,
too, policy has shifted from reliance on
the free market and private business
towards greater government control.

Perhaps most important, the global
financial crisis, pandemic and today's
great power tensions have transformed
trust into suspicion and risk-takinginto
“de-risking”. No substantial global trade
liberalisation hasoccurred in more than
twodecades.

What could come next? Continuation
of a messy status quo seems the most.
plausible answer. The world economy

sis of 2007-09, the world had
tegrated than ever.

become moreint
Thercafter, the world cconomy

tion and cross-border opening trans-
formed policy. Among the transforma-

ypen by histori-

cal standards with trade growing more
arless in line with world output. Some
ing of dircct links between the

entered an era some label “slowbali:
tion”. Subramaniam and Kessler (with
Emanuele Properzi) have analysed this

tive rival of Marga-
ret Thatcher, Ronald Reagan and Deng
Xiaoping to power in the UK, US and

in a Peterson piece of Novem-
ber2023. Inthis period, trade has grown

inlinewith world output, while
ratios of cross-border investment to

China, In world trade,
highlights included completion of the
Uruguay Round of multilateral negotia-

US and China would occur. But the
attempted shift by the US (and others)
towards other suppliers would leave
indirect dependence on inputs
imported from China. A large number

tions in 1993, f the EU

trade with the US and its close allies, on
and China, onthe other.

What might happen next? The answer
to the first question is that, after 1990,

worldoutput havemorcthanhalved.  single market in 1995, creation of the
‘What caused pre-crisis hyperglobali-  World Trade Organization in 1995 and
sation? Why diditend ir lisatie Chi i WTO in 2001

‘What ended this period? All the main
drivers weakened or went into reverse.
The ity for further trade

all three driving together.
First, close to one and a half centuries of
divergent economic growth had created
huge gaps in productivity between the
most advanced economies and those
that had fallen behind, notably China.
This created enormous opportunities
for takingadvantage of cheap labour.
Second, the container ship, jumbo jet
and advances in information and com-
‘munication technology allowed unprec-

increases through exploitation of differ-
ences in labour costs diminished, as

|
What could come next?
Continuation of a messy
status quo seems the most
plausible answer

The most likely alternative to this
would be a more radical breakdown.
Attempts to limit US actions against
China over national security —Jake Sul-
Tivan’s “small yard and high fence” —
‘might end up with a big yard and a high
fence; Donald Trump winning the presi-
dency might be the catalyst. Conflicts
over the EU's carbon border adjustment
‘mechanism could be another trigger for
global protectionism.

The integrated world economy is sur-
wviving. But great power nationalist
rivalry can cause huge disruption. Will
this era prove to be an exception? We

edented cross-border integration of
e ST el ;
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Communities forced
to migrate,
families struggling
to grow food or find water.

3.2 billion people
have already been
impacted by
land degradation.*

Without action, an area
the size of South America
will be damaged by 2050.

Brought to you by the UNCCD. COP16 Presidency.
The UNCCD COPI16 will be hosted by Saudi Arabia in Riyadh, 2-13 December 2024.

*Source: United Nations Convention to Combat Desertification (UNCCD)
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The World Democracy in 2024
Democracy under threat in the ‘year of elections”
More than 70 states have elections this year, including eight of the 10 most The index, bel such as the milifary coups in Spain (1936), Greece (1967) and Chile (1973).
o ries. But d has been on a d trend globall attempts t the extent fo which electi free and fair, with
3012, scending et o e Uy of Gt Den it et 4o ot e e an rtoss o nZ'h'.:L. Rasid advances e th defat o fascm n 1045, colonial ndependencen he
e 19505 and 19605 and the fall of the Berlin wall in 1989, though declines feature in

Although in 2024 about half of the world's adult population will be entitled fo
vote, the “year of elections” takes place against a background of growing
illiberalism and threats o democratic values and insfitutions.

V-Dem Electoral Democracy Index (0-1, 1~ most democratic), 1789 to 2022

the past two decades in many countries tha remain nofional democracies but have
Over 230 years these charts show rising democracy, particularly as the franchise  elected autocratic leaders and parties, such as India, Turkey and Hungary.

is expanded fo working class men and then fo women, but also abrupt reversals

World Argentina Australia Bangladesh Belarus Brazil Chile China
10 10
08 - G 8
06 I ,’f/ﬁ \ 3
04 - — 4
02 AL — U 2
o~
© T T T T T T T T T T T T 7 T T T T — @
1800 1900 2000 1800 1900 2000 1800 1900 2000 1800 1900 2000 1800 1900 2000 1800 1900 2000
Cuba Egypt France Germany Greece Hungary India Indonesia
10 10
o8 .8
06 M Noos
04 n I I 4
02 = —H_T o "‘J — —o02
0 —r I - 0
Israel aly Japan Lithuania Mexico Nicaragua Nigeria Poland
10 10
08 ~ .8
il M - Ay
04 [ ' - — o4
02 —1 — ij\— — —o02
OFT="—71— - T @
Russia South Africa South Korea Spain Turkey UK us Venezuela
10 10
X} rJ-ﬁ/i fa il .8
06 A -/7 oAl 6
(- — =
02 — —a—h—l—"-02
0=y T T T T T T T ,‘_,l‘ T T T T T T T T —
1800 1900 2000 1800 1900 2000 1800 1900 1800 1900 2000 1800 1900 2000 1800 1500 2000 1800 1900 2000
Sourcesv- e » =

Bargainer Biden
needs to counter

Latin America has best chance
of growth in a generation

the age factor

US election

dissatisfaction with their economic cir-

His bipartisan deals failing
to woo voters, the president
must focus on various
causes of dissatisfaction,
reports Edward Luce

In the 2020 Democratic primaries, Joe
Biden seemed like arelic ina field where
everyone was strivingto out-radical the
next. Yet it was “Uncle Joe” — the lone
candidate who ignored Twitter, thought
there should be some controls on the
US-Mexico border, and who lacked the
zeal of the rest on critical race theory
and gender identity — who took the
prize. In spite of all the hype about fac-
ulty lounge radicalism, it was working
class African American voters who
decidedtherace.

Biden wauld be fortunate to repeat
history in21

The sccond is a fear about illegal
immigration and crime, and a broader
mistrust of Democratic cultural radical-
ism. In short, Biden is losing blue collar
America, including a rising share of the

Joe Biden faces a challenging 2024

tto “defund th

Development

facturing hub, stands out as the location

year, will become the “Saudi Arabia of
in10 years”.

Region’s advantages offer an
extraordinary political and
economic opportunity, if its
governments can step up,
writes Michael Stott

Predictions of a bright new dawn for

‘non-white forhisage,
Biden would be the right Democrat to
win them back.

His area of greatest impotence is on
the economy. In the pandemic’s wake,
the median US houschold has seen no.
income gains since 2019 and, with a
Republican-controlled House of Repre-
sentatives, no scope exists for stimula-
tive legislation in 2024. Biden’s main.
hope lieswith the US Federal Reserve.

In December, Fed chair Jay Powell
called the peak of the US interest rate.
cycle. If the Fed speedily cuts rates in
early 2024, that is likely to feed into
improved consumer sentiment — via
results such as reduced mortgage and
auto-| ]ban in time for the

Bidenh: insert hi

the i i
terhooks for a physical stumble or gaffe
that would cement public scepticism
about hisadvanced age.

Since he was elected to the US Senate
in 1972, Biden has always aimed for that
transactional space where sufficient
conscnsus can be achicved. At times,
this carncd him opprobrium from the
left. Yet, when a bargain was neded,
Biden was the mantofindit.

AsBarackOl i eleiiTy

self intothe narrative on crime and ﬂ]e—
gal immigration. Across many big US

‘An election that will decide
the fate of US democracy is
likely to be settled by a host
of mostly unrelated issues’

averteda US debt default with Republi-
can Senate leaders. As president, he has
struck more bipartisan deals —on infra-
structure, industrial policy and pre-
scription drug price caps — than any
D icpresident in decad

cities, there has been a rising public
sense that Democratic prosecutors are
soft on crime, amid big jumps in homi-
cide rates since the pandemic. Unlike

hand, " Ttwould
e malpractice not to drive this home.
Since Harris is widely seen as part of the

Latin America -
ticism, at best. The region has disap-
pointed citizens and investors alike over

er en-
tion on this theme could kill two birds
withonestone.

The same applies to illegal immigra-
tion. Again, much of this isabout brand-
ing. The Democratic party’s “open bor-
der” radicalism of 2020 was never put
into practice. Yet illegal crossings have
surged to record levels since Biden
became president. He should be able to
strikea deal with Senate Republicans in
carly 2024 to replenish aid to Ukraine in
exchange for more resources on the US-
Mexico border. Such a bargain would
trigger howls of betrayal from the left,
which would accuse Biden of putting
‘migrants under the bus. But, the loud

Its cconomics have barely grown and

par
production away from China and close
to the giant US market. In June, it elects
asuccessor to President Andrés Manuel
Lépez Obrador, whose nationalistic
bent and state-directed investment
have crimped growth. Investors hope
either Lépez Obrador’s chosen succes-
sor, former Mexico City mayor Claudia
Sheinbaum, or the opposition’s Xachitl
Glvez, prove more investor-friendly
and allow Mexico to capitalise on what

Now in his third term, Lulawill playa
‘major foreign policy role, hosting the
G20 in November and the COP30 envi-
ronmental summit a year later. He
believes Brazil, as a neutral and peaceful
nation, can mediate in global conflicts.
In Argentina, investors have bid up
stocks and sovereign bonds to levels
unseen in yearsafter the recent election
of President Javier Milei. A libertarian
economist, hr has dem?enl an end to
d advocates

boom.

In Brazil, leftist president Luiz Inicio
Lulada Silva wants to make the region’s
biggest economy aglobal leader on the

living standards have drawa. f
or declined. South-east As]a has mvemn:m in :v:mhmg fmm carbon
eclipsed it asan investment razil, he

and a manufacturing hub. Former US
diplomat Henry Kissinger famously dis-
‘missed Chile as “a dagger pointed at the
heart of Antarctica” due tots supposed
lackof strategicimportance.

Yet Latin America today commands
fresh attention because of its potential
to help meet some of the 21st century’s
biggest challenges: producingfood, gen-
erating clean energy, extracting critical
minerals,and fghting climate change.

Latin thirds of world

those protests, the better. This would
help Biden to blunt Trump's allegations
of]

lithium reserves and about 40 per cent
of its copper. It accounts for 45 per cent
of global

Biden could also seek out a Bill Clin-
ton-type 1992 “Sister Souljah” moment.
—when the then presidential candidate
singled out the African American activ-
ist and novelist as extremist — to dis-

EU, and its abundant stock of farmland
and water could allow that to grow
much further. It is home to the world’s
largest surviving rainforest, the Ama-
zon, and its diverse geography includes

tance himselffrom his party’s morcout- | someof the best locations on the planct
positions. For example, and wind power.
‘many in today’s Dx Thi of strengths gives

take
contestable stances on gender identity
and some still advocate open borders
and defunding the police. The question

with all this.

Latin Americaitsbest chanceinagener-
ation tolift its economies out of stagna-
tion, make its people wealthier, and

But none of this appears to have
bought him any credit with voters. His

voter their pocket books,
which they understand better than any
macrocconomist, much of the Demo-

isabout

is whether Biden hasthe vitality to deal | assumeabigger global role.
Ttalsocnjoys some other, less obvious,
world:its
First,the backlashagainst the repeal o | satesarenotat warwith cach thertis
r- than an:

Roe vs Wade, and ds

points below those of Donald Trump
and continued to slide in the last
months of 2023. The question is

branding. This is one arca where
Kamala Harris, Biden's cqually unpopu-
Iar vice-president, couldbe puttobetter

whether there i isa can du use. Har-

ris should be the theme
i is age. There isonly y  that the are allies of law
of findingout. enforcement.

Aside from age, Biden’s challenges
can be boiled down to two broad
areas. The first is continued voter

In practice, the Democratic “defund
the police” campaigns got nowhere.
Many allies of Trump, on the other

tion laws in states like
Texas, is of existential concern to mil-
lions of women. This could tip the elec-
tion. Second, Trump is likely to be con-
victed in at least one of his four criminal
trials during 2024. That could change
the political weather.

Either way, an election that will
decide the fate of US democracy islikely
to be settled by a host of mostly unre-
lated issues.

O s et 1 1 P i o)
power — latino music, food, art, and
films have global audiences. Inaddition,
digital nomads cite Mexico City, Medel-
lin and Buenos Aires as among the
world's best cities for remote working.
Inaregion inured tojibes about being
the eternal land of future promise, the
key question iswhetheri

pledged during a visit to Lhe Gulf last.

Medellin: considered one of the best
cltles in the world for ‘digital nomads’

WATCH NOW

In this year of elections, four
global authors, from Margaret
Atwood to Lola Shoneyin, share
their ive on

canriseto thetask.

Mexico, the region’s main manu-

unbridled capitalism. But it remains to
be seen whether the Peronist-domi-
nated congress and Argentina’s power-
ful unions allow him to sweep away a
generous welfare state, labour protec-
tions, and a web of state companies. If
Milei, the self-styled “anarcho-capital-
ist”, achieves even some of his goals,
Argentina could harness much more of
its enormous potential in agriculture,
‘miningand hydrocarbons.

On the Caribbean coast, an oil boom
has made Guyana one of the world’s
fastest growing economies and a signifi-
cant exporter, an example which neigh-
bouringSurinameis eyeingkeenly. Guy-
ana offers a reminder that some of the
region's smaller economies, such as Pan-
ama, Uruguay and the Dominican
Republic, have been among its most
successfulinrecent years.

Meanwhile, the exodus of seven mil-
Tion refugees in recent years from the
shattered economy of once-wealthy
Venezuela provides a vivid reminder of
governments’ ability to destroy, as well
astobuild. Venezuela’s woes, and those
of Cuba, Nicaragua and other failing
statesin the region, have contributed to
the biggest migration crisis seen in the
Americas, The millions of people flecing
north towards the US create a major
problem for President Joe Biden in the
year he seeksre-election.

Can Latin America rise to the oppor-
tunities offered by the early 215t century
and return to apath of prosperity?

In 1992, Mexican writer Carlos
Fuentes compared the region’s history
tothe construction of a tall building that
is never completed despite gradual, con-
stant progress. Latin America, hewrote,
was “advancing yet unfinished, ener-
getic yet fraught with seemingly insolu-
ble problems”,

Latin Americans hope the 21st cen-

tury’s
toprove Fuenteswrong.
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A western ally falls: Niger's president Mohamed Bazoum was ousted In a coup In July last year, sparking demonstrations in Nlamey — with some, above, supporting the coup and others,.

Sahel setbacks fail to deter confident si

Africa

Despite recent coups,

the continent shows

economic and

demographic promise,

reports David Pilling
ohamed Bazoum, a qui-
etly spoken schoolteach-

er-turned-politician,
spent the beginning and

since 2019 — two in Sudan, one in

CGuinea, twoin Mali, and twoin Burkina
Faso — military governments have shot
themselves to power in an unbroken
beltof countriesacrossthe continent.

Niger's coup was swiftly followed by
one in Gabon, on the Atlantic coast of
central Africa, though international
outcry was limited over the overthrow
of the Bongo family, which had run
Gabon since 19¢

T o e (b e
with democracy, which, gamed by politi-
cal elites, has largely failed w bring

had also helped slow the flow of
migrants heading towards Europe.

But, in just 18 months, French troops
have been expelled from Niger, Mali,
and Burkina Faso, ending France’s pre-
tensions as a regional military power.

Zeinab Badawi, a Sudanese-British
journalist and author of the forthcom-
ing book, an African History of Africa,
speaks for many who deplore the idea of
a“new scramble for Africa” — a phrase
with inevitable colonial overtones.
However, the diminishment of France
i the Sahel has coincided with intensi-

 Africa.

end of 2023 in the presi- tisclear, fied
dential palace in Niamey;the dusty cap- says Ken Opalo, associate profcssor at  The presence of Russia has been a
i yearas Univer-  growing Sahel feature, with the Wagner

ital of Niger.

president, he ended it asa prisoner.

In July, Bazoum was ousted in a coup
&état mounted by the head of his presi-
dential guard, Abdourahmane Tchiani,
followinga pattern familiarin the Sahel
— a semi-arid strip stretching nearly
6,000km, just below the Sahara.

‘With a series of coups in the region

sity, that “ritual electoralism and gov-
ernance reforms do not constitute a.
‘magical portal toawell-ordered society.”

Niger was an important domino to
fall, given France and the US had culti-
vated Bazoum as an ally, to help fight a
spreading Islamist insurgency in neigh-
bouring Mali and Burkina Faso. Niger

‘mercenary group, founded by Yevgeny
Prigozhin, embedded in the Central
African Republic and Mali. What will
happen following Prigozhin's death ina

by UAE. The fighting pits Abdel Fattah
al-Burhan, head of the Sudanese armed
forces and de facto head of state, against.
Mohamed Hamdan Dagalo, known as
Hemeti, who controls the Rapid Sup-
portForces, aparamilitary group.

In commercial terms, though, the pic-
ture is more promising, in spite of the
disappointing performance of the larg-

William Ruto, Kenya's president, has
already sought to negotiate a better
financial deal for Africa. The Nairobi
Declaration, signed by the 54 African
nations in September and presented at
the recent COP28 climate change con-
ference in Dubai, urged richer countries
notonlyto domore to cut emissions, but
zlsa to remake the global fmzncnal

at, the d

est of Africa’s ics, notably
Nigeria and South Africa. A trade and

should invelve a massive transfer of

investment push’ Turkey,
India, Brazil, and the Gulf states is an
indication of outsiders courting favour
in Africa in orderto cement deeper ties.
Although a bubbling debt crisis —
after sovercign defaults by Zambia,
Ghanaand most recently Ethiopia — has
dented its investment appetite, China
remains a strong economicpresence.
Such factors give African leaders

greater dence in their potential

In Sudan's civil war, which erupted in
April, one side is backed by Egyptand
Saudi Arabia, and the otheris supported

political clout, both with cmerging pow-
ersof the Global South and with Europe
the US.

obliged toadapt
toaclimate crisis not of its making.
Most African governments have
sought to maintain an independent
position on the conflicts in Ukraine and
Gaza. “African countriesshould be very,
very carcful about takinga side,” says
Nasir El Rufai, former governor of
Nigeria’s Kaduna state. “We should try
todo what India s doing: think through
what isin our own interest.”
African economies have, in general,
been slower to bounce back from
Covid-19 than those clsewhere. The

gnals

Economist Intelligence Unit expects
aggregate growth among Africa’s
nations of a modest 3.2 per cent next
year, but the pattern is mixed. The EIU
also forecasts 12 of the top fastest-grow-
ing 20 economies in the world will be
African with Ethiopia, Kenya, Uganda,
Tanzania, Rwanda and the Democratic
Republicof Congo amongthem.

That is partly a function of demogra-
phy. Africa’s population is set to nearly
double to 2.5bn by 2050, when one in
four people on earth will be African.

Assuch, the continent’s young people
areits most vital asset, yet alsoits most.
neglected. “In Africa we have the sem-
blance of an education system,” says
Phumzile Mlambo Ngcuka, former dep-
uty president of South Africa and
former UN under-secretary general, the
result being too many children finish
school without the skills to compete in
the global economy. “Our most impor-
tant resource is not our cobalt or our
gold.” she argues. “It’s our youth”
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Davos:
lostin the

memory
of times
gone by

OPINION

Jemima
Kelly
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Fabrica CoftniAFP v Gty moges

1did Da

f: hn Kerry, a Davos
1dth. 1

“Davos man”to describe

spenthoursin queucs below sniper-

regular,
‘This year, Bloomberg, inits spicl

th:k.md of gD]d mlhr wurkers or

strewn roofs waiting for now-King aboutthe ] setupfor ", who
Charlesand then-President Donald this year’s confe tellsus that hat thankfulk
Trump e = are. .

Cherie Blairaft inthe he past.
‘moderatinga panel convenedabout15 | right place”. whose only useful function isto

‘minutesbefore it started when the

Allofthis would probably have

facilitatethe clite’s global operations”.

G inthe Theidea
our “fireside chat™. 1! y daysin thy ¥ Idrath witheach
men waxlyricalonthelimitless mid: no\lglmcs when theidea that other than dealingwith the messy
potential of block ‘was an unalloyed good was husuuss Dfllanonalpq]mrsperusu
(before tellingthem, as politely asT notjust Davos but
could, why they 3 h i year UK Labour party leader andl.l.lce}y
That was fourye just before ", wh
Covid-19 sh hoof the world down, faster than The News A he would
thenth theme for the —anera that choose Davos over Westminster
“ ended wit fi ial crisi “because i istoo
cohesive and sustainable world” — 0f2008. oonstrained"
t i Th i of Davos Manis indeed
Jish fashion by stl].la man, too Thisyear, 28 per centof
== ; some (predi a o h deeswill b
version of ChatGPT. With this year’s women—a “significant milestone”, as

“rebuilding trust” asthe World
Economic Forum's theme, generic
'management-speak could indeed be
thought of as the lingua francaat Daves.
Last year, one of the “key takeaways”
fromthe conference wasapparently the
importance of “cultivating mattering”
which, according to a WEF report, is
“truly ameta-skill formodern
managementin afragmented world”.
Ith: i Jich

‘All would probably

have seemed good and
proper in the conference’s
glory daysin the early-to-
mid noughties’

'WEF told me. That’s upfrom 15 per cent
tenyearsago— aslightimprovement,
certainly, but the fact that only justover
quarter of attendees are women in 2024
hardly seems somethingto shout about.

Thetruthis Davos doesn't feelas.
relevant as itonce did and increasingly
seemsout of touchwith the spirit of the
times. Once aplace, perhaps, where
people withstarkly different

OPrival ld talk on neutral
call out the hypocrisy —and the Nikki Haley, kllmgacmwd “shelsa ground, ithas become so associated
d:machmemfmmreahw Dfﬂ\c:lﬂ.es globalist; she lik lobe”. And no pro-capitalism, pro-
village | forumi ated with that many of
each year. But i than Davos. the s ful people—
Davos setis palpable. of frequency withwhich | includi orld'sric .Elon
‘It’s pretty linary 8,2 d: i i M\lsk— rould nor atit
fhuman beings becauscof | L books, th ked i d
whatevertouched us at some pointin. around 2007, fall ince. The Now inits 54th year, Da
ourlives,are abletositin aroomand useof the word “Davos”, hil declining. Its chair, K
talkabout | followsa imilarpathand | apparently in good health,| butheisin
savingthe planet . . . it'sso, almost peakedin2008. his 86th year. Will Davos survive him?

extraterrestrial, to think about,” former

Itis20 years since the American

Imnotaltogether convinced.
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itiative (B&RI),
vibrant cosnypalitan city.

Opportunities for

global business

® Signed 8 FTAs with 20 economies;
23 investment agreements with 32
overseas economies

World's 10th largest trading entity
in merchandise trade in 2022
(US$1,212.7 billion)

Major trading partners include e A business-friendly city with a low and
Mainland China, ASEAN, the EU and simple tax system. No VAT/GST or
the US capital gains tax. Only income or profits
arising in or derived from Hong Kong
are liable to tax in Hong Kong

The Mainland and Hong Kong Closer
Economic Partnership Arrangement
(CEPA) provides companies incorporated
in Hong Kong with preferential
access to Mainland markets for goods
and services

/

Opportunities for

global finance

World No.4 Global Financial Centre (Global
Financial Centres Index — Sep 2023)
World’s largest offshore Renminbi
(RMB) business hub; about 75% of
global offshore RMB payments are
processed via Hong Kong

X o8
i i
Mainland China in various financial

markets including equities, debt and
wealth management

An international asset and wealth
management centre

One of the best places for high-net-worth
individuals to set up family office

One of world’s leading listing venues of
biotech companies

Pioneering green fintech; issued
world’s first government tokenised
green bond (Feb 2023)

A series of Connect schemes

provides mutual market "..l'
\]

access between
Hong Kong and

t".ﬂ'fmw

J

Emerging global \Y ——
technology hub S

Developing a Hong Kong-Shenzhen
Innovation and Technology Park

e InnoHK Research Clusters in the
Hong Kong Science Park pool together
over 30 world-renowned non-local
universities and research institutes to
foster global research collaboration

Setting up a supercomputing centre
to foster Al development

Promoting cross-boundary data flow
within the GBA

Collaborating with Shenzhen
to set up the Shenzhen-
Hong Kong Innovation &
Technology Co-operation
Zone

%
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Global hub for arts, ! T —
sports and culture

A new Mega Arts and Cultural Events
Fund set up to support international
arts and cultural events

complex is targeted for completion
from the second half of 2024

In 2021, Hong Kong emerged as
one of the world's art trading
centres and ranked among the top
three globally, alongside New York
and London (Artprice)

Kai Tak Sports Park - Hong Kong's new
state-of-the-art multipurpose sports

Global connector for /
the B&RI

* Hong Kong connects Mainland China e The Belt and Road Scholarship
with markets across the B&RI regions, targets outstanding students from
in areas such as international project B&RI countries to
financing, offshore RMB business, pursue full-time
professional services and economic publicly-funded
and trade cooperation university studies

in Hong Kong

Non-local companies can leverage
Hong Kong's strengths in architectural,
financial, legal, accounting, management,
logistics and other professional services

2
International partner ,l
for the GBA
The GBA is an emerging engine * Combined population of over

for growth covering the Special 86 million peaple (_
©
E

Administrative Regions of Hong Kong & Gpp of about US$1.94

and chao _p!us nvine trillion in 2022,
mun\clpalltles in comparable to the 33
Guangdong Province Tokyo Bay Area \v,/\@

Population GDP
over 86 million about US$1.94
trillion in 2022 J

&F
A global headquarters %

economy
® New multiple-entry visa to Mainland

9,000 plus overseas and Mainland
companies; 1,336 regional headquarters China for foreign workers in
companies registered in Hong Kong

Office for Attracting Strategic
Enterprises (OASES) to attract
strategic enterprises to establish or
expand operations in Hong Kong

® New fund re-domiciliation mechanism
for existing funds set up outside
Hong Kong to relocate to
Hong Kong

B

‘/: -
Welcoming global talent I/'é: ﬁ

Hong Kong Talent Engage — a one-stop
platform of talent engagement,
admission facilitation and support
services for incoming talents

® Various schemes to attract global
talents: Top Talent Pass Scheme,
Quality Migrant Admission Scheme

Global STEM Professorship
Scheme to attract more
world-renowned

scholars for 1&T-related
teaching and research

Capital Investment Entrant Scheme
for eligible investors who make
investments of HK$30 million
(about US$3.8 million) or above

A
2% [
Hong Kong Economicand  Ofiie for ttracting Hong Kong Brand Hong Kong —
Trade Office in Berlin~ Strategic Enterprises Talent Engage. Asia’s World City



