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Brighter global outlook fuels stocks

e Eurozone inflation in single digits @ Jobs data lift soft landing hopes @ Rates still set to rise

CHRIS GILES AND GEORGE STEER LONDON
COLBY SMITH — WASHINGTON

Rising economic optimism yesterday
buoyed stock markets on both sides of
the Atlantic, after eurozone inflation
figures and US jobs data fuelled hopesof
asoftlandingthis year.

But economists warned that while a
recent big fall in energy prices had bol-
stered prospects for 2023, underlying
inflation would maintain pressure on
central banks toraise interest rates fur-
ther to keep price rises under control.

“Inflation won'tbe able t

line eurozone inflation figures for
December, which fell back into single
digits, helped European equities have
their best opening week of the year since
2009 as investors discarded some of
their end-of-year gloom.

Goldman Sachs noted that lower
wholesale natural gas prices, in Europe
off more than 75 per cent from their
peak, would “boost real incomes; help
to push down inflation and improve
government budgets”. It added that a
further export boost would come from

return to the target until this core prob-
lem is conquered,” said Philip Rush, of
consultancy Heteronomics. The head-

the end of Chi ‘ovid policy.
Inthe US, the S&P wasup almost 2 per

cent in mid-afternoon trading after job

growth slowed for the fifth consecutive

month and hourly wages grew less than
expected, providing some comfort
againstinflationary pressures. A survey
showed that activity in the vast US serv-
ices sector unexpectedly contracted in
December, the first fall since the corona-
‘virus crisisin May 2020.

But the US rate of job growth was
faster than expected, at 223,000 for
D ber, while the ment
rate fell to an all-time low, giving little
indication of a downturn in US eco-
nomic performance that would bring
inflation down quickly.

In both the eurozone and the US, the
resilient economic data reinforced con-
cerns that central banks would have to

prices in the

e AN
The fall in petrol

eurozone region
helped inflation

to decline from
10.1per cent to
9.2 per cent

keep up efforts to bring inflation down
to the low levels that preceded last year,
despite clear indications that price rises
have peaked. Central bankers worry
that inflation may stay at about 4-5 per
cent rather than falling to its 2 per cent
target on both sides of the Atlantic.

Dorothee Rouzet, economist at Citi,
said the European data point “to a very
mild recession, bordering on no reces-
sion”,

The fall in gas and petrol prices in the
eurozone helped the region’s inflation
descend to a lower-than-expected 9.2
per cent from its previous level of 10.1

per cent.
Markets pages 13 & 14

Putin ‘stunt’
Kyiv spurns
ceasefire call

A girl dressed in Ukrainian tradition:
an Orthodox Chri 1
brationinLviv, Ukraine, yesterday.
Despite Vladimir Putin orderinga 36-
hour ceasefire to observe the religious
holiday, fighting continued from both
sides yesterday. Kyiv refused to lay
down weapons, rejecting the Russian
president’s order asa stuntby Moscow.
Rather than continuing to shield Rus-
sian people from the war, Putin has
changed tackin amove that analysts say
is preparing them for more sacrifices,
i ing a further ilisation of
fighting-age men.
Putin changes the narrative page 3
Moscow dlary Life & Arfs
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Southwest meltdown after massive US
blizzards will cost carrier up to $825mn

STEFF CHAVEZ AND CLAIRE BUSHEY
CHICAGO

Southwest Airlines, one of the biggest
carriers in the US, expects its profits to
be wiped out in the fourth quarter after
5 b d E

blizzard tri

range of $725mn to $825mn” in the
fourth quarter from the disruptions.
Around half of that figure is estimated
revenue loss, while the rest is related to
reimbursing affected customers, giving
‘them airline miles as a “gesture of good-

ational meltdown.

The pioneer in low-cost aviation was
unable to recover operations and
expects a net loss for the period after
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will” and paying ployees.
The loss is at the high end of expecta-
tions, said Savanthi Syth, an analyst at
Raymond James.
The figure implies the company lost
between $43,000 and $50,000 for each

xplosi rm thati
mostrecovered fairly quickly.

Thousands of Southwest flyers, how-
ever, spent days sleeping in airports or
going togreat lengths to find alternative
transport.

At the root of the carrier’s disruption
was its point-to-point flight network.
This is where aircraft fly to locations
without returning to a central hub —a
design that caused flight disruptions to

A ey

’snetwork.

rapidly,
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Netanyahu government proposes
sweeping powers over judiciary

Benjamin Netanyahu’s hardline Israeli government
plans to give politicians sweeping powers over the
judiciary. The proposals will allow a simple majority
in parliament to override High Court decisions while
the government would appointjudges.

Justice minister Yariv Levin said the proposals
would restore faith in the functioning of the state.
“We go to the polls, vote, elect, and time after time,
people we didn’t elect choose for us,” he said refer-
ringtolsrael’s top court. “That’s not democracy.”

However, critics see the plans as a nakedly political
assault on Israel’s checks and balances. “What Yariv
Levin presented today is not a legal reform, it’s alet-
ter of intimidation,” said Yair Lapid, opposition
leader and former prime minister.

China under-reports deaths after
zero-Covid dropped, claims WHO

The World Health Organization has accused China of
under-reporting the deaths and severity of its coro-
navirus outbreak, in its strongest rebuke yet of Bei-
jing’s handling of the pandemic.

“We believe the current numbers being published
from China underrepresent the true impact of the
disease in terms of hospital admissions, in terms of
ICU [intensive care unit] admissions, particularly in
terms of deaths,” said Mike Ryan, head of the WHO's
emergencies programme.

China had as of Tuesday officially reported only
5,258 deaths from Covid, withjust 25 since December
1, despite projections of as many as 1mn deaths dur-
ingthe wave of infections that has swept the country
since Xi Jinping abandoned the zero-Covid policy.

Taliban move to block women
NGO workers puts millions at risk

The UN is to dispatch its top humanitarian official to
Afghanistan amid a clash between the Taliban and
infernational donors over a ban on women working af
non-governmental organisations that has put the
welfare of millions of Afghans af risk.

Lula tightens Brazil’s gun controls
and curbs gold mining in Amazon

Brazil’s newly elected president, Luiz Indcio Lula da
Silva, has moved to sweep away the legacy of prede-
cessor Jair Bolsonaro by tightening gun controls and
curbing gold miningin the Amazon rainforest.

Immediately after his inauguration on Sunday, the
leftwing president revoked a decree that made it eas-
ier to buy guns and another that allowed for “arti-
sanal gﬂld mmmg on mdlgenuusland

to end studi the

mblhty of privatising energy group Petrobras and
the national postservice Correios.

The moves are likely to generate concern among
Brazil’s business community after the free market
shift of the Bolsonaro administration.

INTERNATIONAL

Labour market

US jobs growth slows as Fed action bites

Central bank’s aggressive
interest rate increases
damp economic activity

COLBY SMITH — WASHINGTON

US jobs growth slowed for a fifth consec-
utive month in December after the Fed-
eral Reserve’s aggressive interest rate
rises squeezed economic activity even
as the labour market remained histori-
callytight.

The world’s largest economy added
223,000 jobs in the final month of 2022,
lower than the downwardly revised
256,000 increase registered in Novem-
ber and well below last year’s peak of
714,000 in February. Most economists
had expected a 200,000 increase.

Following December’s increase,
monthly jobs growth averaged 375,000

in 2022. The number of jobs added has
fallen every month since August.

Despite the slowing of the pace of jobs
growth, the labour market still showsa
resilience that will probably compel the
Fed to continue raising interest rates
this year. The unemployment rate
unexpectedly fell to 3.5 per cent, revert-
ingto a historic low, data released by the
Bureau of Labor Statistics showed.

“This is still a very tight labour mar-
ket,” said Veronica Clark, an economist
at Citigroup. “For an economist, a low
unemployment rate [is] future upside
risks for wages.”

However, slowing wage growth in
December helped to ignite a stock mar-
ket rally as investors bet the Fed would
not need to be as aggressive with its pol-
icy tightening. Stocks were further
buoyed by a sharp drop in services
activity, according to ISM data released

yesterday. The S&P 500 wasup L6 per  spj.:c s
cent in late-morning trading in New T‘hlS ®
York, while the Nasdaq Composite was ~ Still a very
up 14 percent. &

The two-year Treasury yield, whichis tlgh[ lal_)our
sensitive to changes in interest rate market

expectations, slid 0.19 percentage
points to 4.26 per cent, marking a sharp
rise in the price of the debt instrument.
The yield on the benchmark 10-year
Treasury note, seen as a proxy for bor-
rowing costs worldwide, fell 0.14 per-
«centage points to 3.58 per cent.

The US central bank is actively trying
to cool the labour market and curb
demand for new hires as it seeks toalle-
viate price pressures that have pushed
inflation to multi-decade highs. since
March, the Fed has raised its bench-
mark policy rate from near zero to just
below 4.5 per cent in one of the most
aggressive campaignsinitshistory.

economist

Veronica Clark,

While the worst of the inflation shoclk
appears to have passed, price pressures
have taken hold in the services sector of
the economy. In an interview with the
Financial Times this week, Gita Gopi-
nath, the first deputy managing director
at the IMF, urged the Fed to “stay the
course” in terms of tightening, arguing
that inflation in the US had not “turned
thecorner yet”.

Lisa Cook, a Fed governor, yesterday
cautioned against “putting too much
weight” on recent inflation data that
looked “favourable” as she was
“keeping close tabs” on labour costs,
which were crucial to the trajectory of
inflation. President Joe Biden said the
jobs gains reflected “a transition to
steady and stable growth”.

Additional reporting by Harriet Clarfelt in
New York
©On Wall Street see Markets

Hawkish stance expected to

continue while underlying

price pressures remain strong

MARTIN ARNOLD — FRANKFURT

Eurozone inflation fell back into single
digits in December, with data published
yesterday showing the headline rate hit-
ting 9.2 per cent after annual price
growth of more than 10 per cent in the
previous two months.

Yet the slowdown is unlikely to be
enough to convince the European Cen-
tral Bank to stop raising interest rates
yet, with markets still pricing in a series
of increases over the course of this year.

Franziska Palmas, senior Europe
economist at research group Capital
Economics, said: “The ECB is likely to
stick to its hawkish rhetoric in the near
term despite the big falls — and likeli-
hood of further sharp declines this
year.”

‘Why will the falls not convince the
ECB tochange tack?

While falls in fuel prices, and govern-
ment subsidies to help businesses and
households with higher powerbillshave
cut headline inflation rates, underlying
Pprice pressures remain strong.

The German government paid most
households’ gas bills for December,
which Commerzbank economists esti-
mated knocked 1.2 percentage points
off the harmonised rate of headline
inflation. The rate fell to 9.6 per cent,
down from 11.3 per cent the previous
month. But growth in the cost of serv-
ices, an indicator of how long price pres-
sures arelikely to endure, accelerated in
December.

In Spain, core CPI inflation, which
excludes food and energy, rose in the
year to December, despite a sharper
than expected fall in the harmonised
headline rate to 5.6 per cent.

Although headline inflation in the
eurozone fell from the 10.6 per cent
record hit in October to 10.1 per cent in
November, coreinflation —at 5 per cent
— remained at an all-time high. It is
expected tostay there in December.

“This year will be mostly about get-
tingunder the hood of inflation and see-
ing exactly what is driving it,” said Paul

Filling up: a
driver puts fuel
in his car in
Barcelona.
Spain’s core CP1
inflation, which
excludes food
and energy, rose
in the year to
December
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Inflation fall unlikely to deter ECB on rates

‘ German headline inflation falls, but underlying |
pressures remain

Hollingsworth, chief European econo-
mistat French bank BNP Paribas.

For the ECB to change tack, rate-
setters will want to see a substantial fall
in the core rate and other measures of
longer-term inflationary pressures,
such as wage growth. They will also be
on the lookout for signs that govern-
ment support for households and busi-
nesses strugglmg w1th high energy

Chnstme Lagarde, ECB president,
said: “We need to be careful that the
domestic causes [of inflation] that we
are seeing, which are mainly related to
fiscal measures and wage dynamics, do
not lead to inflation becoming
entrenched.”

‘Whatis next for inflation in Europe?

Further falls are expected in the coming
months, following the decline in energy
prices since the start of the year. The
impact of last year’s surge in power costs
following Russia’s invasion of Ukraine
will also soon fall out of the index, lower-
ingthe headline figure substantially.
Carsten Brzeski, head of macro
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research at Dutch bank ING, predicted
that euro area inflation could even drop
back to the ECB’s 2 per cent target by the
end of this year.

If the recent falls in gas prices con-
tinue, the ECB will almost oertmﬂy have
to d de its inflation proj

rate from minus 0.5 per cent in July to
2 per cent by the end of the year.

Lagarde said last month that markets
were underestimating how much higher
borrowing costs would go, adding: “We
should expect to raise interestrates ata

‘The central bank said last month that
prices would rise 6.3 per cent over the
course 0f 2023, based on assumption for
natural gas prices to average €124 per
megawatt hour over the whole year.

But the price of the Dutch TTF bench-
mark European gas contract has fallen
about 10 per cent this week to just
€69.70/MWh as of Thursday — 80 per
cent below the August high of €340/
MWh. “The ECB's own inflation projec-
tions are currently too high, just judging
from the technical assumptions for gas
and oil prices and where these pricesare
currently,” said Brzeski.

‘What does this outlook mean for
interest rates?

Last year the ECB responded to soaring
inflation by raising interest rates at an
unprecedented pace, lifting its deposit

50-basis-point pace for a period of
time.”

since then, investors have been pric-
ingin about 1.5 percentage points of rate
rises in the first three quarters. Two
half-point rate rises at officials’ next two
policy meetings in February and March
and a few smaller moves later in the
year remain the expectation.

without sharper falls in measures of
underlying price pressures, markets’
and economists’ expectations for inter-
estratesare unlikely toshift by much.

“Itis all very well getting back to 3 or
4 per cent inflation,” Hollingsworth
said. “But it could be harder to get down
to 2 per cent, particularly if there is a
milder than expected recession.”

Headded: “We really need to see serv-
ices prices and wage growth cooling to
convince the ECB it has done enough™
Additional reporting by Valentina Romei
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Gemstone battle
Qatari royals fight one another in court over $10mn diamond
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Rival members of Qatar’s royal family
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The Indian diamond, whose past own-
ers include a sultan of the Ottoman
Empire, is at the centre of a lawsuit filed
by Qipco, aconglomerate run by Qatar’s
big-spending art collector Sheikh
Hamad bin Abdullah al-Thani.

The defendant in the previously unre-
ported case is Guernsey-based Elanus
Holdings Limited, which Qipco says ls
controlled by the helmnf thel h

declined to comment. Elanus’s law firm,
Farrer & Co, also declined to comment.
Sheikh Saud, who died aged 48 in
2014, was the biggest buyer in the global
art market in the 20005 and was known
for his prolific acquisitions across peri-

Qipco the right to buy the jewel, if Ela-
nus wanted to sell it. The price would be
$10mn or the average of two valuations
from major auction houses, whichever
‘was the higher figure.
Elanus, whlch was setup asa velucle
has:

wished to sell the Idol’s Eye. However,
the following month he emailed Qipco
tosay they did not wantto part withit.
The lawsuit quotes from an April
2020 email from Neuperttoan Ellnus
the

ods and genres. Such was’

for the t
tors and sh butis cunm)]led

at auctions that his 2005 d ion by
Qatari authorities investigating finan-
cial irregularities rocked the art world.
His legacy is found in Doha’s muse-
ums, where his collection is exhibited,
as well as in his Jean Nouvel-designed
Doha Tower in the city’s West Bay.
Qipco boss Sheikh Hamad, son of a
former prime minister and first cousin
of ruling emir sheikh Tamim bin
Hamad al-Thani, has emerged as

Saud bin Mohammed al-Thani, who led
the acquisition of Qatar’s extensive

nationalart

biect fo
 salf-rarulatinn ranima ndar tha FT Edftnrial Cara

Qatar’s pi it collector, building
a large collection that includes some of
the finest Mughal jewellery.

His pieces. have been slmwn in ma]nr

bythelate Sheikh Saud’s family through
the Lichtenstein-registered Al-Thani
Foundation, according to Qipco.

The lawsuit claims that in February
2020, a Swiss-based lawyer for the Al-
‘Thani Foundation, Dieter Neupert, noti-
fied Qipco by letter that the family

c2

had i d the alleged reversal.
“Due to the coronavirus, the family does
not want to sell,” he wrote. Qipco has
asked the High Court to require Elanus
tocompletethesale.

Neupert said he was unable to discuss
the case as he was bound by attorney-
client privilege. He added he could not
speak for Elanus as he “never had a
mandate to represent Elanus Holdings”.

It appears Elanus has yet to file a
defence. The Qipco lawsuit indicates
Farrer has argued Elanus never wanted
to sell the diamond, that Neupert was
not acting on its behalf, and that in any
case E]anuswlﬂldrew Jany noh(:enfsale
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Putin changes
narrative to
brace Russians
for long conflict

Cinemas to show documentaries on
war while fresh mobilisation possible

BEN HALL AND POLINA IVANOVA

Russian cinemas will open their doors
this winter not to offer movie-goers
entertaining distraction from the
almost year-long war in Ukraine, but
precisely the opposite.

President Vladimir Putin this week
ordered the defe inistry to provide

continues in Russia as normal. And he
has tried to shield society in all sorts of
ways from the problems of war, trying to
guarantee to them that the government
will handle it on its own”, Stanovaya
said. “Buton the other hand, there’s the
reality. And it has started to intreduce
changes tothe situation in ways that are
ide of Putin’s control.”

access so that filmmakers produce doc-
umentaries about troops striving to con-
quer territory in Russia’s neighbour.
The culture ministry was instructed to
organise cinema screenings.

While the documentaries have been

i d to depict “the heroi

the participants of the special rmllza.ry
operation”, rather than the brutal real-
ity of Russia’s faltering war effort, the
decision is a sign of how the Kremlin is
adjusting its narrative — notwithstand-
ing its call for a unilateral ceasefire in
Ukraine over the orthodox Christmas.

Rather than continue to shield the
Russian people from the war and its
costs, Putin appears increasingly
inclined to expose them to it. It is, say
analysts, an inevitable response to what
has become a protracted and all-con-
suming conflict and a way of girding the
population for future sacrifices, includ-
ing a possible further mass mobilisation
of fighting age men.

From the start of Russia’s invasion of
Ukraine last February, Putin took “a
clear position that society should be dis-
tanced from the war”, said Tatiana
Stanovaya, senior fellow at the Carnegie
Endowment for International Peace.

The president’s message was “the war
is being handled by professionals. Life

Putin set the tone with a militaristic
New Year’s eve address to the nation last
week, surrounded by grim-faced men
and women dressed in army fatigues.

The president always presented him-
self as the “apostle of balance, the pro-
tector of the great equilibrium”, said
Russian political scientist Ekaterina
Schulmann in a radio interview this
week. “He always came out and told
people that everything's fine, sang them
lullabies . . . communicating to them
that tomorrow will be the same as yes-
terday.”

Putin’s new year message on the other
hand “sent a very evocative picture”
that 2023 would be far from normal,

ulmann said.

Hours after his address, Ukrainian
guided missiles hit a technical college
serving as a temporary barracks for
Russian conscripts in Makiivka, a town
in occupied eastern Ukraine.

The Kremlin could have tried to cover
up the attack;, as it did initially following
the sinking of its Black Sea flagship, the
Moskva, in April. Instead, it confirmed
it, saying at first that 63 —and then 89—
of its troops were killed, the highest
death toll it has admitted from a single
incident since the invasion in February.
Some Russian war correspondents and

commentators as well as Kyiv say the
number killed wasmuch higher.

In Samara, in central Russia, from
‘where many of dead men were con-
scripted, local authorities held a rare
official memorial attended by grieving
families.

Even Yevgeny Prigozhin, head of the
Wagner paramilitary group which has
sent tens of thousands of men to the
front lines in Ukraine, has begun to
show elements of candour about the
brutal nature of the war.

Over the new year he released a video
featuring him in a makeshift morgue
where bodies of his dead fighters were
stacked high. In another clip, he
described how Wagner troops could
spend days fighting just to win control
over one house in the eastern town of
Bakhmut.

His paramilitary group had previ-
ously vaunted its achievements in the
‘attle for the frontline city in Donetsk
province and compared them favoura-
‘bly with those of regular Russian forces.

Russian military bloggers and west-
ern analysts said the scale of Russia’s
losses in the Makiivka attack was so
great that it had to manage the story
rather than conceal it — placing the
blame on local commanders and on
mobilised soldiers for unauthorised use
of their mobile phones, giving away
their position.

Russian nationalists, including Prig-
ozhin, and some Kremlin officials have
for months urged Putin to shift to a

Taiwan plans satellite champion to resist attack

KATHRIN HILLE — TAIPEI

Taiwan is courting investors to help it
establish its own satellite communica-
tions provider, inspired by the role
Elon Musk’s Starlink has played in the
war in Ukraine, as Taipei ramps up
efforts to fortify itself against a poten-
tial assault from China.

Taiwan is in preliminary talks with sev-
eral domestic and international inves-
tors to raise funds for the project, which
the country’s space agency, known as
TASA, Wants to spin out of an existing
satellite division, according to three
people familiar with the situation.

“We are going to spin our low-Earth
orbit satellite communications project
offinto acompany,” said a senior official
at TASA. People familiar with the talks
said the government wanted to retain a
sizeable minority stake in the venture.

The project is part of Talw:m s
broader efforts to build

Tang said it would take “a few years”
for TASA's planned service to start oper-
ating. In the meantime, her ministry is
experimenting with non-geostationary
satellite receivers in 700 locations
around Taiwan to guarantee bandwidth
in the event of war or disasters.

Among investors approached for
funding was Draper Associates, the Sili-
con Valley venture capital firm that was
an early investor in SpaceX and Tesla,
Musk’s electric vehicle company.
Draper declined to comment. TASA said
the plans were not advanced enough to
discuss publicly.

Low-Earth orbit (LEO) satellites fly
much closer to the ground than geosta-
tionary ones, which in the past have
mainly been used to provide satellite
internet access. LEO systems can drasti-
cally reduce delays in relaying data
because the signal does not have to
travel as far, but stable telecoms serv-

tions infrastructure that could survive
an attack by China. Beijing claims Tai-
wan as part of its territory and has made
increasing threats over the use of force
to bring the country under its control.

“We look at the Russian invasion of
Ukraine and how Starlink has beenused
very successfully,” said Audrey Tang,
Taiwan’sdigital minister.

“Our primary concern . . . is facilitat-
ing the societal resilience, to make sure
for example that journalists can send
videosto . . . international viewers even
during a large-scale disaster,” Tang said,
adding that the system would also sup-
port ‘telephonmg and vldeomnferenc—

ices require larg llations of such

satellites because they move around in
orbit.

Some industry insiders were sceptical
about the prospects of a Taiwanese
state-backed LEO company competing

inaglobal marketdominated by SpaceX
— the only provider with launch capac-
ity — and dozens of start-ups vying for

“At the moment, we have a single
player and a very large number of com-
petitors coming into the field, several of
which are already struggling finan-
cially,” said Bill Ray, vice-president at
techresearch group Gartner, who analy-
ses thespace industry.

“Eventually, there will be just four or
five global providers . . . How are you
goingto dlﬁ'erenmtevomselff

Other industry insiders suggested the
non-geostationary satellite market was
approaching a pivotal moment that
could allow several smaller countries to
playa mle by operating their own con-

stellatio

“Thuse ulclude Japan, Korea, Aus—
tralia. And Taiwan isinterested in
one of them,” said Cheng Wu, general
partner at the tech fund of Taiwania, a
government-backed venture capital
firm. “For [any] country that builds out
a [LEO] constellation, it can be used for
national security [and] commercial
purposes.”

Since a LEO constellation needed
between 120 and 150 satellites to ensure
coverage of a location, countries aspir-
ing to the sector needed to comeup with
financial support to kick-start a rapid
prototypingcycle, Wuadded.

TASA is trying to do just that. The
agency’s LEO project is working with
Taiwanese start-ups such as Tron
Future Tech and Rapidtek to develop
spec]ah.sed phased array antennas and

Front foot:
Vladimir Putin
delivers his new
year message.
Below, people
gather to lay
flowers in
‘memory of the
troops killed

at Makiivka in
eastern Ukraine

Vi KochethouEPA EFE:
Arden ArkmanyAFPIGetty

“total war” footing in order to mobilise ¢ &
the people and the country’s vast [Putin]
resources. “Russia has always wonany ~ always
war if that war becomes a people’s war,”
said Sergei Kiriyenko, deputy head of camcn
the presidential administration, in and told
October. “We are sure to win this war:
the ‘hot’ [fighting], and economic, and pEOplC tvh’dty
the very psychological, informationwar ~ €verything'’s
waged against us. But this requires that
it be a people’s war, so that everyone fine, S
feels involv them

Dara Massicot, an expert on the Rus- lullabies’

sian military at the Rand Corperation
think-tank, said the shift in narrative
about the war began with the mobilisa-
tion of 300,000 men in September. It
was a “form of conditioning”, she said,
that would help to underpin a further
mobilisation in the months ahead. “1

think it’s likely they will need another
round of mobilisation in 2023 to replace
losses from the first and allow for rota-
tions — from what they’ve said about it,
they may try to do it on a smaller rolling
basisiftheycan.”

But Stanovaya said Putin was still
ambivalent about exposing the Russian
public to the war, even though he
wanted it to be seen as society’s choice
and a product of historical process
rather than his personal decision.

“He has this desire to share responsi-
bility [for the war] with society, but at
thesame timenot to traumatise it and to
keep down anxietylevelsasmuch asitis
possible, though these are currently
soaring regardless,” she said. “Putin is
trying to sit on two chairs, but this is
becoming harder and harder to do.”
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Moscow seeks to frustrate UN appointment

Russia attempts to block
head of environment
body after Ukraine report

CAMILLA HODGSON — LONDON

Russia is trying to block the reappoint-
ment of the Danish head of the UN’s
leading envircnmental agency, follow-
ing a highly critical report about the
impact of the war on Ukraine, according
to people familiar with the matter.
Russia has agitated for several

to exertinfluence on the world stage and
undermine the objectives of western
nations that have cond d Russia’s

The president of the UN general
assembly will fnrmally propose

of legacy environmental challenges, is
now facing a ded, multi-

leverage-] makulg Lrymg toextracta

invasion of Ukraine.

Russian representatives penned a so-
called non-paper late last year that for-
mally objected to the UN secretary-gen-
eral Antbnio Guterres’ intention, shared
with member states, to reappoint
Andersen, the people said. Her first
four-year termis due to end this year.

The Russian mission to the UN said
the role had been “‘monopolised’ by the
representahves of western countries”,

months against the reappointment of
Inger Andersen, an economist with a
long career at the World Bank, as the
executive director of the UN Environ-
ment Programme, according to two UN
sources. The move is seen by diplomats
aspartofa broader effort by the country

ina ¢ Financial Times.
It said UNEP’s executive director
should be an “honest broker”, but

this year, a
resolution t.hat Russia could call for a
vote on. A successful vote against her
‘would require the backing of at least the

‘Russia have played this
game before, pre-Ukraine,
but now they are
absolutely going for it’

I crisis,” the
report concluded. “The countryand the
region risk being burdened with a toxic
legacy long after the conflict ends.”
‘While Russia has lobbied for support
for its discussion paper on the UN envi-
ronmental role, those familiar with the
matter said they believed it was unlikely
that it would secure sufficient backing

But the move is seen as part of

majority of the 193 UN general assembly
member states.
In October, UNEP published a report

Andersen had been “p
and, in particular, European environ-
mental priorities and agenda, and politi-
cisingthisbody’s decisions™.

western  about the ing for
‘the envirenment of the war in Ukraine,
inresponsetoarequest from Kyiv.

pts by the regime of Vladimir
Putinto frustrate western powers. “The
Russians are making things difficult for

price for lifti ion

“This is a narrative they are trying to
push at the UN — the west versus the
rest,” the person added. “They have
played this game before, pre-Ukraine,
‘but now they are absolutely going for it.”

A third person from an eastern Euro-
pean government said they were aware
of the Russian pushagainst Andersen.

The UN secretary-general was reso-
lute about putting forward Andersen for
reappointment. “In line with past prac-
tice, the secretary-general has informed
member states oI hisi toreap-

New Chinese
mRNA Covid
vaccine shows
encouraging
early results

HANNAH KUCHLER — LONDON

A Chinese vaccine maker has
announced positive early results for its
messenger RNA jab, as Covid-19
spreads rapidly across a population
that has so far been inoculated with

point th di of UNEP for

people in different contexts,” said one
diplomatic source. “This is just another
forum.”

Another UN diplomat said: “Our

“Ukraine, already d by ahost

is that this is classic Russian

a second term. The secretariat cannot

provide any specific comment on the

ongoing consultation process with

memberstates,” his spokesperson said.
'UNEP declined to comment.

more vaccines.

CanSinoBio said yesterday that its vac-
cine had elicited 23 to 29 times more
antibodies than an inactivated jab when
given as a booster to people who had
already received three shots.

The “phase 2b” trial of more than 400
people —which usually comes before a

Majority leader makes history

after coming up shortin at

least 12 votes for Speaker role

LAUREN FEDOR — WASHINGTON

As a man who knows his political his-
tory, Kevin McCarthy will be all too
aware that he has earned his place in the
annals for all the wrong reasons.

This week the Republican House of
Representatives majority leader
became the first party chiefin a century
to fail to be elected Speaker in the initial
round of voting.

He solidified his place in the record
books by coming up short in at least 12
subsequent votes spread across three
days —atally that was last surpassed in
the run-up to the American civil war.

The opening day of Congress on Tues-
day was supposed to be one of celebra-
tion as lawmakers, many of them with
their families, waited to be sworn is as
members.

By the end of the week, they were still
there after successive rounds of voting
failed to deliver McCarthy the Speaker’s
gavel he has coveted for much of his
career, owing to a group of far-right
rebels determined to deny him a posi-
tion that would put himsecond inline to
the presidency.

The gridlock set the stage for chaos in
a Washington that has become accus-
tomed to dysfunction and discord in
recentyears.

Cheers and jeers rang out on the
House floor as round after round of bal-
lots were cast, and scrums of reporters
chased after McCarthy and his allies as
they scrambled to hash out a deal.
CSPAN cameras, usually prohibited
from filming the wheeling and dealing
on the House floor, zoomed in on tense
conversations among lawmakers at
odds over what to do.

Democrats and Republicans alike said
the chaos foreshadowed what could be
years of legislative disarray.

“Electing the Speaker is the easy part.
Legislating is the hard part,” said Doug
Heye, a former spokesperson for the
Republican National Committee and
senior Republican House aide. “The
Republicans clearly are having trouble
doing the easy part. It should send a
very clear signal that doing the hard
thingswill be very difficult.”

Many in Washington had expected
the pace of lawmaking to slow after last

US Congress. Republican rebellion

McCarthy gridlock signals trouble ahead for House

midterm el

1ll-fated quest: b

Republican

in a new era of divided government.

leader Kevin Republicans underperformed expecta-
McCarthyonthe  tionsbut nevertheless eked out a razor-
House floor thin majority to take back control of the
during another House, the lower chamber of Congress,
round of votes while Democrats held on to the Senate,
in the election the upper chamber, and of course, have
for Speaker Joe Biden in the White House.

im Lo Scalan/EPA-EFE/
terstock.

But the historic gridlock over who to
select as Speaker has raised fresh con-
cerns on both sides of the aisle that a
small group of rebels threatens to block
big pieces of “must pass” legislation this
year. Front of mind is the debt ceiling,
the limit on how much the US govern-
ment can borrow. ists have

down, or whether to top up US military
assistanceto Ukraine.

“Any time that there is any difficult or
controversial question that the House
takes up, we will see a replay of this
whole drama,” said Carlos Curbelo, a
former Republican congressman from
Florida. “Thatis going to continue erod-
ingthe American people’s trust and con-
fidence in the institution.”

The Republican party is no stranger to
strife within its ranks. Many of the same
individuals who have opposed McCa-
rthy also caused headaches for Paul
Ryan and John Boehner, the two previ-
ous. Republlcan Speakers. But many in

see the latest sh i

warned that iflawmakers do not vote to
raise the limit in the comingmonths, the
government risks defaulting for the first
timein US history.

Other big fights could include how to
fund the government and avoid a shut-

as asign of a new level of dysfunction in
Congress, fuelled in part by Donald
Trump, the former president.

“These dynamics in the House
Republicans predated Trump. He just
accelerated the process of deterioration

‘Electing
the Speaker
is the easy
part.
Legislating
is the hard
part. The
Republicans
clearly are
having
trouble
doing the
easy part’

and decay in the culture of the House
Republican conference,” said Curbelo,
‘wholost his bid for re-electionin 2018.
Trump, who remains the only Repub-
lican so far to declare his candidacy for
president in 2024, d to inter-

gold dard phase 3 trial — showed
positive results against the Omicron
wvariants BA.1and BA.5.

CanSinoBio’s mRNA vaccine pro-
gramme and another by rival Sinop-
harm are among a handful in China
that, if successful, could help the coun-
try as it grapples with soaring Covid-19
case rates and hospitalisations. But it
could take many months until such a
waccine is approved.

A low uptake of boosters and less.
effective vaccines have helped the virus
to spread quickly as the country aban-
doned Xi Jinping’s zero-Covid policy of
strictlockdowns.

China has mainly vaccinated its popu-
lation with shots from Sinopharm and
sinovac that use akilled virus to teach
the immune system to react to a future
infection, rather than the genetic code
contained in mRNA jabs.

The two homegrown vaccines have
not been as effective as the western
'mRNA vaccines from BioNTech/Pfizer
and Moderna, particularly in tackling
new variants.

China has not imported the western
MRNA vaccines. Moderna refused to
hand over to Beijing the core intellectual
property behind its vaccine, leading toa
collapse in negotiations.

BioNTech signed a deal with Chinese
manufacturer Fosun International in
2020 to develop and commercialise its
vaccine in China but it is still not availa-
ble to Chinese nationals. The German
government struck a deal to enable its
nationals who arein China to get the jab.

cansinoBio already has a Covid-19
vaccine available in China and recom-
mended by the World Health Organiza-
tion as a safe and effective shot. In
November some Chinese cities began to
roll out an inhaled version, sending its
Hong Kong-listed shares up as much as.
70 percent.

Inthetrial of its mRNA vaccine, more
thanhalf the participants were over 60.

Seven days after vaccinations, partici-
pants’ neutralising antibodies — which
tackde a virus — were 23 times higher
against the BA.5 variant than those who
hm‘] beenglven afourth duseofthe same

vene in the Speaker debate in the week
when he urged Republican lawmakers
to rally around McCarthy. But those
overtures fell on deaf ears, with some of
his mostloyal allies, including Colorado
congresswoman Lauren Boebert, pub-
licly telling the president to scrap his
support for the California congressman.

Heye said while Trump had proved
not to be “personally relevant” to the
‘whip count, the drawn-out debate and
party infighting laid bare his lasting
influence on some members of the
party. “Obviously what is happening
here is very Trumpy,” Heye said. “We
areseeing Trumpism without Trump.”
Opinion see the FT View page

d vaccine they had p y

received.

Surging cases: medics take aCovid
sufferer to a hospital in Shanghai

Titillating royal memoir expected to damage Prince Harry more than the monarchy

PETER FOSTER — LONDON

‘When Prince Harry’s tell-all memoir
was leaked via a Spanish retailer this
week, the California-based royal suf-
fered a speedy backlash back home in
Britain.

In a snarky reference to the sometimes
painfully candid book’s title, Spare, the
pro-establishment Daily Mail newspa-
per yesterday carried the front page
headline “Oh Spare Us”.

The rightwing Daily Express said the
prince had “Sold [His] Soul” while the
staunchly royalist Sun newspaper
quoted former soldiers saying the
prince had “betrayed his army col-
leagues” by revealing the number of Tal-
lbanﬁgh'ersheclamnedmhave kl]led

port for leading members of the royal
family holding firm in the face of criti-
cism from Harry and wife Meghan — the
Duke and Duchess of Sussex.

The prince’s personal popularity,
however, has been on the slide since he
embarked on a series of media appear-
ancesand interviews last year.

Harry, who has given up all official
royal duties, has repeatedly aired griev-
ances against senior royals. They
include his father, King Charles, and his
brother, Prince William, with whom he
says in his book he had a physical alter-
cation. As well as criticising his father
for not hugging him after the death of
his mother Diana, Princess of Wales, the
prince made several personal admis-

mn i dlosing

nature of the revelations had dimin-
ished Harry far more than the institu-
tion of the monarchy.

“What is crucial to the monarchy
is the conduct of the King, and to alesser
extent his heir, including their disen-
gagement from this family vitupera-
tion,” said Lacey. “The personal revela-
tions . . . reflect very poorly on the
source of those revelations — which

is how the British public respond to it.”
William Shawcross, official biogra-
pher of Queen Elizabeth, the Queen
Mother, said the prince’s memoir was
“unlike his generous conduct as a brave
army officer and sponsor of the Invictus
Games” for wounded veterans.
“Constitutional monarchy is at the
core of Britain’s unique success. It is
shocking that Harry and his wife seem

to wish to undermine it so cruelly.”

Data from YouGov, the polling com-
pany, showed support for the prince and
the duchess in the UK dipping last
month after the couple strongly criti-
cised Buckingham Palace in a six-part
documentary series for the streaming
platform Netfli

with tabloids, blaming them for hound-
inghismother to her death in1997.
However, David Yelland, editor of The
Sun between 1998 and 2003, said that
while the British press and public’s sup-
port for the royal family was solid, Spare
still presented serious problems for
Buckingham Palace, which has refused

Beth Kiihnel Mann, a h
tive at YouGov, said Spare was likely to
further reduce the couple’s popularity
inthe UK. “We saw them both take a hit
to their popularity in December, so
‘when looking forward to the impact the
memoir might have, we shouldn’t
expectittobe positive,” she said.

‘While approval ratings for senior roy-
als, including the King and the Prince of
Wales, slld fracmma]ly after the Net.ﬂlx

onany of thy

“The bigger issue is that Harry, in the-
atrical terms, has broken the ‘fourth
wall’ and let light into an institution that
has survived for centuries in the dark,”
said Yelland. “The risk to the palace is
that the monarchy becomes a soap
opera. The more light you shine, the less
likely itistosurvive.”

He said the royal family could not
alfurdto @urethe fm:t the Netﬂn( duc—
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FT BIG READ. ELECTRIC VEHICLES

While Musk’s Twitter antics dominate headlines, his pioneering automaker’s future is threatened by
slipping demand and intensifying competition. Is this the end ofits golden age of growth?
By Richard Waters, Claire Bushey and Peter Campbell

aul English is the kind of seri-
ous Tesla fan who helped
make Elon Musk, for a brief
period, the richest person in
the world.

The Boston-based tech entrepreneur,
co-founder of travel website Kayak,
bought his first Tesla in 2013, went on to
investin the company three years later
and now drives amorerecent Model 3.

But after witnessing the Tesla’s chief
executive’s behaviour since his acquisi-
tion of Twitter late last year — including
Musk’sbrutal treatment of staff as he set
about cutting about half the social
media company’s workforce — English
says he is not certain he will buy another
Tesla.

Musk “made a massive misjudg-
ment”, he says. “Teslas were largely
bought by people who like change and
new things. That's typically people who
are educated, and people who are lib-
eral. Guess what educated, liberal peo-
ple don’tlike? Bullies.”

Musk’s Twitter takeover did not go
down well on Wall Street, which feared
the chaos and political polarisation it
unleashed would tarnish the auto-
maker’s brand and distract him at a crit-
ical time. A Tesla stock price slide that
began in the autumn turned into an ava-
lanche; shares are now 73 per cent below
their peak of a little more than a year
ago. Musk himselfis $200bn poorer.

But while the drama at Twitter domi-
nates the headlines, a profound change
in Tesla’s outlook is also under way. A

Tesla’s shareof Theautomaker's
EVsalesintheUS shareofthe EV
Inthefirstnine marketinthe US
monthsof lastyear In2020

resoundingly successful period in which
the company’s value peaked at nearly
$1.3tn and after-tax profits were pro-
jected to hit almost $13bn in 2022 has
rapidly given way to a darker economic
picture. The main worry of Tesla'sinves-
tors has swung from how the company
can produce enough cars to meet
demand, to where it will find enough
customers to justify its sharply rising
production.

Growth in new vehicle deliveries
slowed to 40 per cent last year from 87
per cent the year before — still a break-
neck pace for a large carmaker, but
below the 50 per cent annual rate Musk
himselfhassetastheb kfor the
foreseeable future.

With Tesla ramping up production
quickly atgiant new plants in Texas and
Germany, it now has the added problem
of finding many more customers, says
pPhilippe Houchois, a global automotive
analyst at Jefferies in London. That has
left it facing a “perfect storm”, he adds,
with supply increasing, demand slip-
ping and competition intensifying, all
on the brink of what could be a severe
downturn for the global auto industry.

That has left Wall Street grasping for
clues about the company’s prospects at
what could be an important turning
point. Is this the end of Tesla’s golden
age of growth — not to mention Musk’s
charmed life as arevered innovator and
champion of a sustainable energy
future?

Or, as Tesla's fans claim, will the eco-
nomic downturn actually boost the
company’s lead over the rest of the elec-
tric vehicle world, bringing Musk a step
closer to his goal of dominating a new
autoindustry founded on EVs?

Survival of thefittest

Although Musk’s Twitter diversion has
catalysed Wall Street’s rethink on Tesla,

“We are
going to
needan
electric
vehicle that
people can
afford and
Teslaisina
very good
position to
do that'

Tesla’s turning point

thereislittle evidence it hashad a direct
impacton vehicle sales.

Out of “well over 1,000” people who
bought Teslas last year from Octopus
EV, a specialist electric lease company
that operates in the UK and US, only two
customers switched to another brand
over the Twitter issue, according to
chief executive Fiona H

she adds, though, that it is still nota-
ble, given the outsized brand loyalty the
company has always enjoyed. A survey
by Morning Consult found that between
October and November, the share of US
adults with a favourable view of Tesla
fell by six percentage points. Among
Democrats, who are likelier to be EV
customers, it fell by 20 points.

Musk could hardly have tarnished his
own company’s brand at a worse time.
Higher inflation and rising interest rates
have combined to leave many potential
customers worse off, while also increas-
ing the cost of financing a new vehicle.
That follows a series of price increases
Tesla pushed through during the pan-
demic, as the cost of materials rose and
ample demand presented an opportu-
nityto pad margins.

Higher prices and financing costs
havelifted the average monthly car pay-
ment in the US by about a quarter over
the past two years, to nearly $700,
according to Adam Jonas, an analyst at
Morgan Stanley. In a note to investors
last month, Jonas warned this would

dent demand for the entire EV sector,
while also leaving Tesla facing a “wors-
ening macro backdrop, record high
unaffordability, and increasing compe-
tition”.

The effects are already evident. In the
US and China, waiting lists for Tesla’s
most popular cars, which were running
at six months or more early in 2022,
have all but disappeared. This week
brought news that the company deliv-
ered only 405,278 new vehicles to cus-
tomers in the final three months of last
year, well down from the 500,000 that
some were hoping for as recently aslast
September.

Meanwhile, a decade after the launch
of the Tesla Model S, competition in the
electric car market has finally turned
serious. As regulators in Europe and
elsewhere prepare to squeeze out petrol
car sales completely, global carmakers
are increasingly releasing cars designed
to have widespread appeal, rather than
the early models they merely needed
to sell in limited numbers to hit emis-
sions targets.

Volkswagen has poured billions into
its own system that unde@im models
across the VW, Audi and Skoda range,
while Hyundai-Kia have launched a
series of widely praised models. Ford
and General Motors have vowed sepa-
rately to spend between $30bn and
$35bn to develop new EVs. Each has
unveiled a suite of newmodels.

Tesla’s share of electric vehicle sales
in the US slipped to 65 per cent in the
first nine months of last year, down
from 79 per cent in 2020, according to
S&P Global Mobility. By 2025, that
figure will be below 20 per cent, S&P
predicts. “It’s natural they won’t main-
tain this huge market share they have
inEVs” asrivals produce more competi-
tive models, says Howarth at Octopus

EV.

The scramble for a foothold among so
many new entrants is likely to bring a
period of competitive turmoil. “It’s not
going to be easy,” says Carlos Tavares,
chief executive of Stellantis, which
added to the increasingly crowded field
of electric pick-up trucks this week with
the unveiling of an electric version of its
Ram 1500. “The industry is in a Darwin-
ian period.”

Bringing down the price of EVs will be
key, Tavares says. “Without affordabil-
ity, the middle classes will not be able to
join the club, and then we will not have
enough volume impact to protect the
planet”

Tesla faces a similar pressure to bring
downits costs —and prices —tomeet its
heady growth targets. After seeing the
average selling price of its vehicles drift
up toreach $52,500 in the latest quarter
— nearly $5,000 higher than a year
before — finding a way to bring prices
down to a true mass-market level could
become the key to reaching Musk’s

A Teslastock
price slide that
began in the
autumn turned
into an
avalanche;
shares are 73 per
cent below their
peak of alittle
more thana
year ago, raising
questions

about whether
chief executive
Elon Musk’s
behaviour has
dented the
brand
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ambitious sales target of 20mn vehicles
ayear by 2030.

“Musk is constantly repeating that
only a narrow section of society can
afford the Model 3,” one big Tesla inves-
tor says. “We are going to need an elec-
tric vehicle that people can afford and
Tesla is in a very good position to do
that”

The Tesla chief executive said on a
call with wall Street analysts last
year that the company had started to
think about how to build a new, lower-
priced vehicle, though he did not say
how long it might take to become a
reality.

Justanother carmaker

‘What Tesla does next will help deter-
mine where its share price ultimately
ends up. Despite the tumble, it still
trades at about 28 times this year’s
expected earnings — a huge premium to
other carmakers.

Amoreseverere-rating of its shares is
likely, says veteran auto executive Bob
Lutz, as investors come to realise that it
doesnot enjoy any particular technolog-
ical advantages to justify valuing it asa
high-growth tech company.

Lutz, who once held senior roles at
Ford, Chrysler and GM, credits Musk
with “single-handedly returning a
reputation for excellence in technical
innovation to the American car indus-

But with the technology behind elec-
tric motors, lithium-ion batteries and
control electronics widely available to
other carmakers, he argues that Tesla is
destined to be seen as just one carmaker
among many — with a far more modest
stock market valuation to match.

‘Yet Musk’s supporters say this under-
estimates the more durable advantages
that the company has built up in the
decadesince it launched the Models.

The many technical advances it has
come up with, from the design of its bat-

Hyundal-Kia and
other carmakers
have launched a
series of widely
praised electric
vehicle models

tery cells and packaging to manufactur-
ing techniques, to casting large sections
of it newest models in a single piece to
reduce the number of parts, have given
itaclear costadvantage, says Pierre Fer-
ragu, ananalystat New Street Research.

Tesla also has an industry-leading
gross profit margin, he adds, that gives it
a cushion to cut prices to maintain
growth. Other automakers with thinner
margins on EVs will have to cut back
capital investment, he argues, reducing
the competition.

If correct, that suggests Tesla could
emerge from a downturn in a stronger
position relative to its competitors, set-
ting it up for the next phase of growth.
But for now, the worry that it is facing
slower growth and will be forced into
cutting into its profits to support sales
has spooked Wall Street.

For the believers, there could be no
better time to double down. Galileo Rus-
sell, a member of Tesla’s army of loyal
personal investors, says that although
he found the Twitter controversy “frus-
trating”, he is planning to add to his
Tesla position for the first time in more
thanthree years.

Musk has been underestimated
before, he says, and the current souring
on Wall Street is no different. “The
medialike to think Elon’s cancelled and
this will ruin Tesla,” he says. “But the
silent majority still supports him.”

Additional reporting by Harriet Agnew

News anchor
who broke
the media
glass ceiling

Barbara Walters
Journalist
1929-2023

‘When Barbara Walters, the pioneering
television journalist, worked as a co-
host on a US morning show, her disap-
proving male counterpart extracted a
bruising condition. Whenever they did
an interview together, she wasn’t
allowed to talk until he had asked the
first three questions. “I worked very
hard on that fourth question,” she
remembered decades later.

Thatskill stood Walters, whohas died
atage 93, in good stead as she clawed her
way to the top of her profession. After
her stint as the first American woman to
host an evening news show went badly,
she became the ABC network’s biggest
interviewer of politicians, movie stars
and other newsmakers, even as her no-
holds-barred style and busy love life
made her a celebrity in her own right.
“Every female broadcast journalist
working today owes a debt of gratitude
to the O.G., Barbara Walters,” wrote

‘with every US president from Richard
Nixon to Barack Obama and got Nixon
to admit that he wished he had
destroyed the tape recordings that
forced his 1974 resignation.

By the 1980, her penetrating inter-
views with celebrities were as much part
of the Hollywood calendar as the Acad-
emy Award shows. she danced with
Patrick Swayze shortly before he died of
cancer and put Sean Connery on the
spot about his claims that it could be
reasonable to slapa woman.

But perhaps the most famous exam-
ple of her ability to land the big fish and
‘then go where others shied away came
‘when she won the first ever interview
‘with Monica Lewinsky. Asking the
former White House intern about her
decision to keep the DNA evidence of
her encounter with then-US president
Bill Clinton, Walters said, “What kind of
a woman saves a dress?” Nonetheless,

starred in The View, a morning show fea-
turing female personalities meeting for
a virtual coffee chat. During a tribute
this week to Walters’ lasting impact,
Joy Behar, a founding panel member,
described how she “defied sexism and
ageism” by being “the hardest working
person” in television. “I asked, ‘How
«come you always get the interview?’ she
says, ‘Because I don’t go to the bath-
Toom””

Born in Boston in 1929, Barbara
Jill Walters was the daughter of a British-
born theatre impresario and nightclub
owner who ricocheted between great
wealth and near poverty in her child-
hood. Her older sister Jacqueline, who
died in 1985, was “developmentally
challenged”. After graduating from
sarah Lawrence College, Walters
worked briefly in publicity before begin-
ning her climb through daytime tele-
vision at NBC and then winning a five-

Barbara Walters hoped she helped to
smooth a path for other women

after he was divorced from actress Eliza-
beth Taylor. Walters was often pictured
with her partner of the moment in
designer clothes at society events. She
also confessed in her 2008 memoir,
Audition, to a secret affair with Senator
Edward Brooke of Massachusetts.

In her fight to succeed and be taken
seriously, Walters refused to play nice or
take no for an answer. “I got the reputa-
tion of being a pushy cookie,” she

\bered. But her tyle

and strangled pronunciation of some
consonants made her a ripe target for
parody. The sketch show Saturday Night
Live featured regular appearances of
“Baba Wawa” a blonde bombshell news-
woman modelled on Walters.

It wasn't until 2014, at the age of 84,
that Walters finally retired from active
news gathering. ABC named its New
York news headquarters in her honour.
At that ceremony, she said, “People ask

https://digital.olivesoftware.com/olive/odn/ftasia/printpages.aspx?doc=F TA%2F2023%2F01%2F07 &ts=20230106210220&ugq=20221117085301
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The battering of Brand Windsor

Despite strikes and
recession, Britain is gorging
on royal feud revelations

Royal courtiers called it “the Marmite
jar strategy”. The evolution of the
Crown’s reputation in the 70 years of
Queen Elizabeth II's reign was as
gradual as the changing shape of the
spread’s container.

Thelatest disclosures by Prince Harry
and Meghan, Duchess of Sussex, have
smashed that strategy and tarnished the
British royal family’s battered image.
But their campaign is proving as divisive
as the yeast extract spread. In a royal
feud made for these politically polarised
times, people either love the self-exiled
Sussexes or hate them. The loser here is
Brand Windsor.

The contents of the Duke of Sussex’s
tell-all memoir, Spare, which include
details of the loss of his virginity and a
fight with his brother, Prince William,

haveleaked all over the royal family this
week. The younger prince has over-
turned historian Walter Bagehot’s warn-
ing about guarding the royal “mystery”.
Hehas notsomuch “let i light upon

more modern approach and in 2018 the
wedding of Prince Harry and Meghan
Markle, a marketing triumph, seemed
to portend a more inclusive monarchy.
Instead, | ionsof racism,

magic” as ripped back the palace cur-
tains and exposed the monarchy to the
blaze 0f10,000 Californian suns.

1n aweek that should have been dom-
inated by the far more serious drama of
widespread UK rail strikes, a buckh.ng
NHSand the

animosity and lack of support, the

couple have forced their own demerger

from “the Firm”, turned their PR skills

against the rest of the family, and

pursued a celebrity career inthe US. Itis

a discordant prelude to King Charles’s
ionin May.

many in Britain have chasentu gorgeon
the revelations, as though they were epi-
sodes of a real-life Succession.
Disgruntled royal siblings might in
centuries past have sought to raise an
army and march on London. The
weapons of this battle are less bloody
but just as wounding: Oprah interviews,
Netflix series and blockbuster books.
Either way, the outcome isregrettable.

The King will, undoubtedly, remem-
ber that less than 30 years ago, hisown
reputation was at a nadir following an
equally divisive media battle with his
wife Diana, Princess of Wales (a saga
fictionalised in the most recent season
of The Crown). Silence is the tradition
and may well be Buckingham Palace’s
preferred reaction this time, even if
silence has in the past been seen as tacit

1 of ble attitudes.

The royal family has eda
one-off opportunity to advance and
improve its image. The princes were
being groomed as standard bearers of a

Havmgsp\m offthe Sussexes, the palace
could stand back and let them take the
celebrity low road. Time might heal

the core royals’ reputation, asit did for
that of King Charles and Camilla, now
‘Queen Consort.

Inevitably, this approach means
Charles Il may become the second King
in250years to lose America, where the
Duke and Duchess of Sussex have rein-
forced their support. In the UK, how-
ever, only disgraced Prince Andrew is a
less popular member of the royals,
according to polling before the latest
news. But there is a generational divide
to consider and a future in which amore
modern, inclusive royal family would
have better reflected the image of the
nation. The pressure is then on Prince
William and Catherine, Princess of
‘Wales, to burnish the family’s appeal to
ayounger audience.

Itis easy to forget that the Firm isa
family, with afamily’s dysfunctions. The
difference is that feuding within this
dynasty has wider consequences for
an institution that is still adapting to a
new sovereign and finding its way in a
post-Elizabethan era.

US polifics

Ferment of change lurks
in Republican chaos

Rory Geifhs/FT/Getty

Oren
Cass

hespectacle of a US House
of Representatives in dis-
array, unable to elect a
Speaker, should be a com-
meon one. In every Con-
gress, both the Republican and Demo-
cratic delegations harbour a range of
characters who can exercise more
power and garner more headlines by
playing spoiler at the outset than they
ever will in the normal course of
House business. No didate for

Tax cuts no longer unify. When
House leader Kevin McCarthy pro-
duced a pocket-sized “Commitment
to America” before the midterms, it
made no mention of tax cuts. Comi-
cally, after Senate leader Mitch McCo-
nnell refused to put forward any mid-
term agenda, senator Rick Scott pub-
lished “An 11 Point Plan to Rescue
America” with only one tax provision:
a tax increase for most households. In
response to widespread outrage, he
republished the plan (with the “11” on
the cover literally crossed out and a
“12” inserted) that now had a 12th
point, “cutting taxes”, which included
DO new tax cuts.

Free trade? Maybe, maybe not.
Deregulate, of course, , except when

ing more technol-

Speaker could distribute enough
favours toentice everyone intoline.
Sohow does a combative and atten-

ogy, new drug price controls, stronger
antitrust enforcement and aggressive
industrial policy. Restrict immigra-
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Beware a world run by children of plutocrats and politicians

In “We are living in an era shaped by
professors’ kids” (Spectrum, Life &
Arts, December 24) Simon Kuper
argues that the children of professors
have an exclusive path to power: they
grow up in a house where ideas are
‘taken seriously; education happens at
‘the kitchen table and their intellectual
overconfidence parachutes them into
positions of power. However, as
professors continue to slide down the
class and salary ladder, he writes, their

children will become the offspring of
an increasingly angry lumpen-
intelligentsia, brewing on the next
Tevolution.

But will they?

Pathways to power are not just built
onideas, knowledge and confidence.
They are also the result of wealth,
secure incomes and networks of
authoritative people. These offer some
ahead start in life, while placing others
at a competitive disadvantage. Without

economic, cultural and social
inheritances, one simply has less
opportunities to do well in life.

As academic salaries are dropping
and the cost of living is rising, the
professors’ children will simply have
little room to plan for a revolution.
Those who are next in line to run the
world will rather be the offspring of the
Elon Musks and Donald Trumps of this
‘world: they will have the cumulative
advantage of inherited wealth,

networks of power and all the benefits
that come with it, including access to
selective universities and the top jobs.
A bigger question therefore is what
our world will lock like when these
privileged kids run our world rather
than those who were raised by the
intelligentsia to think and discuss ideas
and ideologies, however impractical
these may be.
Melanie Ehren
Leiden, The Netherlands

Why digital terrestrial TV
is key to national resilience
Lex argues the merits of digital
terrestrial television as a greener
distribution of the TV signal than the
internet (“Carbon counter: linear TV
repeats are greener than buzzy Netflix
premieres”, December 24). There’s
another, little discussed, reason for
maintaining DTT dissemination
through aerials beyond the 2030s —
‘when it might be switched off to free up
‘the spectrum for other uses.

‘We've learned a lot about the shape
of future conflicts over the past year.
We’ve already seen an undersea gas
pipeline blown up. International
infrastructure has become a credible
target. What if the internet were
compromised by the destruction of the
satellites and the cables it depends
upon? In a time of crisis how would a
government get its crucial messages
out (think Covid and lockdown)?

There’s a powerful argument for
maintaining alternative means of
distribution. Chiefly, DTT for TV and
FM for radio. It's a matter of national

tion-craving gaggle of politicians ever  tion, or else maybe expandit.
unite to provide the absclute majority Admittedly, this may not sound so
a Speaker needs? As th. vative ising. But chaosi:

sociologist Robert Nisbet famously
observed, “People do not come
together in significant and lasting
associations merely to be together.
They come together to do something

that cannot easily be done in individ-
ual isolation.” Anyone can create a
controversy. But only a united caucus
can exercise its collective political
power toachieve substantive ends.

Politicians who have dedicated their
lives to attaining power within a politi-
cal party generally do soin part for the
sake of the power, but also because
they want their party to succeed and
bring about the kind of change to
which they are ideologically commit-
ted. These commonly held interests
are what make political parties work
and allow alegislature to function.

The problem for the current Repub-
lican party is that it seems not to have
anything it wants to do. In 2020, it
declined even to write a platform for
its convention. In 2022, it struggled to
offer any positive agenda. For many

the necessary process of demolishing
an outdated consensus and develop-
inganew one. The best analogy comes
fmm sclem:e ‘Thomas Kuhn famously
ofa“paradi
shift” mmemmmgfsaennﬁckevo-
lutions. Scientists and philosophers
once believed that scientific knowl-
edge advanced steadily through incre-
mental progress. Kuhn showed that
the process was one of long static peri-
ods of “normal science”, during which
researchers worked mostly to validate
their existing paradigm, punctuated
by bursts of disruption when an old
paradigm failed and a new one
emerged.

Likewise in politics, innovative
ideas harden into dogma around
which politicians and economists
build their careers, warding off the
heresy of new thinking until they
render themselves so irrelevant to
contemporary challenges that a crisis
occurs, then chaos and then a better
framework. The trailblazing agenda
that the Reagan revolution brought to
‘Washington in the 1980s, itself a para-
digm shift, had devolved into stale
dogmaby the2010s.

For a glimpse at the new paradigm,
look to these who offer solutions, such
as senator Marco Rubio. Hekicked off
the new year with an essay in The
American Conservative on “rebuilding

thei
and compromise is gone, because it
would be in service to nothing.
In the short term, the results can
seem nihilistic — the so-called “Party
of No”. But the long-term prognosis is

the Republican party into a multi-eth-
nic, working-class coalition”. He calls
for “putting wall Street in its place”
and “reorienting our economic rela-
tionship with China”, and discusses
plans to “bring critical industries

il and it would be a foolish
government or regulator which ignored
‘this.

The director-general of the BBC, Tim
Davie, is rightly preparing the
corporation for the internet age. But he
should also be arguing for the
maintenance of DTT. Neatly this
combines technological resilience with
‘the enduring value of the BBC’s trusted
news services.

Sir Peter Bazalgette
Chair, ITV, 2016-2022
London W2, UK

Who needs miners’ strikes,
IRA bombs, and race riots?

1 was saddened to read (Obituaries,
December 17) that Lord Young and his
family changed their mind about
emigrating to the US in 1974 after
staying just one day. The “riot outside
their Boston hotel [that] convinced
‘them that life in Britain would be
‘better” was undoubtedly part of the
“busing” crlsls resulting from t.he
of Boston publi

1 experienced these. disturbances
first-hand since that was the year 1
emigrated from England to begin
graduate studies in Boston. Nearly 50
‘years later, I'm still here. Suppose the
Young family had chosen to cross the
Charles River to Cambridge, or head
further afield into the heartland of
America. In that case, they might have
realised these riots were isolated and
localised. As it is, on returning to
Britain and joining the Thatcher
government, he would have been
exposed to the civil unrest and very

Ups and duwns Alt Er]aa Towers in
Vienna, designed by Harry Gliick

Leave rates to the market,
not fumbling central banks

John Plender in his column “Central
banks take top slot on year’s list of
horror stories” (The Long View, FT
‘Weekend, December 24) correctly
observes that central banks suffered a
major reputational hit last year. Central
bankers deserved that hit, though, for
once again these financial seers have
responded far too slowly to rising
inflation.

But rather than repeatedly criticising
central bankers’ failed interest-rate
manipulations, the time has come to
rely on market forces to set interest
rates across the entire yield curve.

Markets often err in pricing goods
and services, and credit is a service, but
markets are much quicker to correct
pricing errors and to respond to
changing economic conditions than
fumbling central bank bureaucrats,
who suffer no personal losses when
they err.

Hopefully, the current bout of
interest rate mispricing will finally
trigger that overdue examination.
BertEly
Founder, Ely & Company
Alexandria, VA, US

Your article unleashed a
yearning for the mountains

T've never seen anything like Olivo
Barbieri’s stunning, exciting and
captivating alpine imagery (“Three
falls in the Alps”, Spectrum, December
24).

Isat in the sunshine to devour his
photographs and Xenia Minder’s story
which, from the first word, transported
me back to the all too little time  had
once spent climbing in the Alps.
Everything about this moving and

Glorious corrective strikes
a chord with this reader

At New Year, when all too many of us
are being exhorted to “find our
passion”, Nadia Beard's “Notes in the
key of life” (Life & Arts, December 31)
‘was a glorious corrective. This
beautifully written piece conveyed a
wild adventure, coupled with more
sound advice than you will find in
many self-help books. Forget the
received wisdom (work out your
values; reflect on what lights you up;
embrace acceptance, etc, etc). Instead
just fold back the cover ona
Bosendorfer piano and play. Then
Bam! Audition for a conservatoire in
Georgia. As Beard writes: “Our
passions are what make up our inner
life, a place of consolation where things
of meaning are stored . . . whenever we
‘want or need them.”

Jane Maitland

Executive Coach, Nailsworth,
Gloucestershire, UK

Milton Keynes pioneered
ideas of urban liveability

John Betjeman’s suburban dream
explored in “Finding Metro-land™
(House & Home, November 12) strikes
at the core of what is urban liveability.
Asland-use planner in the 1967 master
plan team for Milton Keynes, we were
faced with exactly this question of what
residential densities, plot ratios and
‘building footprint would last for 25 or
30 years into the future.

Fast growing China is struggling with
the need to design its new cities as
sponges to accommodate extreme
‘weather as a result of climate change,
especially overheating and flooding,

Chicago jewellery store
staff call time on a scandal

Jeff Maysh (“The case of the missing
watches”, Spectrum, December 24) in
his article on the grey market for Rolex
watches, is justified in sneering at
“Crook County” which is indeed
“mired in corruption”, as is the entire
multi-county Chicago area and state of
1llinois.

Nevertheless, it is ordinary residents,
namely the jewellery store employees
— European origin “ethnics” with
“dese, dem, dose” accents — who had
the courage to blow the whistle, at
great personal cost, on the corrupt
practices related to the sale of Rolex
watches. And our courts system is
taking their case seriously. This exposé
did not happen in “sophisticated” New
York, Los Angeles or London.

Joshua Telser
Chicago, IL., US

Living in Vienna, it’s the
hinterland you appreciate

Thanks to Kirsty Lang for her
enthusiastic article on Vienna in House
& Home (December 31). Danke fiir die
Blumen, as we say in German. It’s an
even more flattering portrayal when
contrasted with London’s rental crisis.
It's worth mentioning that Vienna
has rent controls on prewar buildings
and strict rules on fixed-term rentals,
soif London really wanted to do
something about it, just copy that.
Vienna's transformation started with
a single building — the “UNO City” — in
the 1970s when chancellor Bruno
Kreisky lured the UN to move some
offices there. But communal housing
was not always a Tosy success story.

and this is exactly what “metro-land”,
with its green infrastructure, is about.

The idea is not popular with city
managers and developers who aim to
squeeze the maximum profit from
sites, nor image makers of the “ideal
city” of skyscrapers and high rise
living. Increasing deregulation of the
planning system flies in the face of the
need for more considered investigation
and design control if we are to create
liveabl ities for

jon:

to come.

Steve Osgood

‘Bath, Somerset, UK

The contraptions aesthetes
prefer to keep out of sight

Devel such as

and
and even the most iconic — Harry
Gliick’s Alt Erlaa Towers — were often
criticised and had their ups and downs.

But the true beauty of living in

Vienna is the landscape’s diversity —
the Viennese Woods up to the pre-Alps
in the west, the start of the Hungarian
plains in the south-east, and Czechia,
Slovakia and Hungary within an hour’s
drive.
Harald stindl
Vienna, Austria

sadl

Corrections

et would take 10mn new $8 Twitter

Through 2022 T have beeni d
with the ability of the people profiled in
your column “The )\estllete” tolive
without either or

subscrip! the social media

group’s  debtinterest payments, not

100mn as incorrectly stated in an article
ber31.

onD:

— at least based on the pictures of their
favourite rooms (“Lily Cole on growing
up in fashion and giving back to the

e Anincorrect picture wasused toillus-
tratea property in Yorkshire on page 6
of House and Home in today’s edition.

https://digital.olivesoftware.com/olive/odn/ftasia/printpages.aspx?doc=F TA%2F2023%2F01%2F07 &ts=20230106210220&ugq=20221117085301
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urveys of economists at the

end of 2022 in the US, euro-

zone and the UK have been

unremittingly bleak, stuffed

with predictions of recession,
higher unemployment and continued
inflationary problems. The head of the
IMF, Kristalina Georgieva, talks of a
tougher 12 months ahead and expectsa
third of the world to experience areces-
sion. It is depressing stuff. Fortunately,
these narrative are probably wrong. We
shouldall cheerupalittle.

The evidence suggests 2023 economic
performance won’t be as bad as most
economists are saying. We are likely to
end the year richer, more secure and
more content than at the start.

Cheer up. Prospects for 2023 are better than you think

Thereis no doubt the global backdrop
for 2023 is difficult. Households and
companies have weathered a pandemic,
inflation, record energy costs and a food
price crisis over the past three years. But
their worst effects have already passed.

part of my greater optimism is
therefore based on an important and
almost universal mi: ication of

Translated into economic activity
that occurs solely within the year in
question — aligning with most people’s
expectation of a forecast — the story
changes completely. Contrary to a
‘tougher year ahead, the IMF expects the
global economy to grow 2.7 per cent dur-
ing 2023, significantly more than the 1.7

economic forecasts. Far too often, past
events are presented as still to come.

The IMF’s latest forecasts from
October, for example, predicted global
growth falling from 3.2 per centin 2022
to 2.7 per cent in 2023. This under-
pinned Georgieva’s comment that this
year would be “tougher than the year we
leave behind”. The problem is the infor-
mation these annual average growth
rates convey does not tally with the rea-
sonable interpretation of most people.

It may surprise you that in the fund’s
case, the relatively strong 2022 reading
is caused by rapid end-of-lockd

per centit rred during 2022.

The IMF is far from alone in present-
ing headline growth forecasts that its
own officials find difficult to articulate.
The OECD said in November that
growth in advanced economies would
decline in 2023, but the quarterly pro-
jections from the same publication
show it expects advanced economies’
growth to improve in every quarter this
‘year. Most people would see that as an
advance notadecline.

These failures in translating numeri-
cal forecasts into a compelling, accurate
narrative should oom:em us. They cre-
ate an ly gloomy outlook,

growth in late 2021 and the weakness
forecast for 2023 is primarily caused by
the energy crisis the previous year.

whlch'hasse]f ﬁjlmh.ngpmpemes.

ional

problems: s]mu.ld rnak{a us happier about

2023. But few Financial Times readers
will fail to have noticed a second prob-
lem with these forecasts: they are
severely out of date. Any assessment of
theyear ahead must alsotake account of
two important changes to the assump-
pinning lobal outlook.

loyed boost to the European economic
outlook. Lower energy prices will
improve projections for incomes,
growth and public finances while lower-
ing headline inflation. These are of cru-
cla] importance for Europe, which is a

The first reflects natural gas prices.
The IMF and OECD forecasts were all

Failures in translating
numerical forecasts into
acompelling narrative
should concern us

madeinthe autumn and based on finan-
cial market expectations for future nat-
ural gas prices at the time. The OECD,
for example, expected European whole-
sale gas prices to average €150 per meg-
awatt hour across thisyear and next.
Current market expectations are for
prices to be about half that level. The
easing of the energy crisis is an unal-

importer.

The second change in assumptions
must take account of China ending its
zero-Covid policy. The virus is generat-
ing misery for many, but the deregula-
tion is likely to prove positive for both
Chinese and global economic prospects
later thisyear.

India’s devastating Delta variant wave
in spring 2021 led to a greater than 8 per
cent drop in gross domestic product in
thesecond quarter of that year, followed
by an equivalent rise in the third quar-
ter and another 5 per cent gain in the
fourth quarter. After the current wave
of infection, China’s economic bounce-
back should, if anything, be stronger
because ending

away on a wave of optimism. Even as
inflation falls, fights between workers,
companiesand taxpayers over the accu-
mulatedlosses from the economic crises
of recent years can linger. As O]nner
former IMF chief
has warned, these might well keep price
rises too high for too long. Equally, such
isthe huge uncertainty over the severity
of these conflicts that central banks
might overdo inflation control and
undermine economic progress. Macr-
oeconomic policy errors are therefore
prettylikelyin2025.
But ‘this

ongoing fact of life. As we start the year
we can say the following with some con-
fidence. Nearly all current forecasts sug-
gest growth in the world economy is
likely to improve in 2023 and future
forecasts will be more optimistic still.
Contrary to the dismal commentary
from economists and officials, we

Y
will ease supply chain pressures. Global
tradingbottlenecks should improve.
‘We should, of course, not get carried

should be optimistic about
theyearahead.

chris.giles@ft.com

She will face even greater
challenges in her second
term as environment
minister. By Bryan Harris
and Michael Pooler

arina silva hails from a
part of Brazil so remote
that even Brazilians say it
is mot real. 0 Acre ndo
existe— Acre doesn’t exist
— goes the bon mot, a playful nod to the
isolation of the sweltering Amazonian
state, which more than a few have strug-
gledtofindonamap.

But it was this densely forested sliver
of Brazil, hanging off the nation’s north-
western frontier, that forged Marina (as
she is universally known) into an envi-
ronmentalist. It was here she began a
lifetime of green activism that is now
reaching a peak with her appointment
to what is one of the world’s most conse-
quential jobs.

This week the 64-year-old daughter
of impoverished rubber tappers was
sworn in for another stint as Brazil’s
environment minister under the new
leftwing government of Luiz Indcio Lula
da Silva. During her first term in office
from 2003 to 2008, Marina was hailed
for her unflinching devotion to forest
communities and an almost fanatical
focus on reducing deforestation, even as
her methods riled powerful farming
interests. Today she faces the same mis-
sion, but with much greater urgency.

Deforestation in the Amazon rainfor-
esthassoared in recent years. Estimates
suggestan area the size of 3,000 football

pitches is razed every day, i
undercutting the rainforest’s role as a
carbon sink for global emissions. Parts
of the biome — which cuts across nine
Latin American nations — now emit
more carbon than they absorb.

“Things have changed and the picture
is much worse than it was in 2003,”
Marina told the FT last year. “The [pre-
vious] Bolsenaro government didn’t
just weaken [environment] manage-
ment, it didn’t just cut budgets, it also
empowered the sectors which are dam-
aging for indigenous people and gave a
lot of economic power to the most back-
ward elementsin agribusiness.”

Growing up inrural Acre, Marina wit-
nessed first-hand the devastation that
accompanies deforestation. When a
bulldozing crew arrived to construct a
highway near her hamlet when shewas
14, they brought 'J

f measles

Person in the News | Marina Silva

Fearless campaigner
for Brazil's rainforest

for the environment into politics, win-
ning local elections and b ing the

and malaria. Soon two of her younger
sisters were dead. Then a cousin and an
uncle. Her mother died monthslater.

“Iknow what it is to starve. I had to
share an egg with seven other siblings,
with a little flour, salt and bits of
chopped onion. I remember asking my
mother and father, ‘aren’t you going to
eat? And my mother replied, ‘we are
not hungry’. And a child believed that,”
sherecalled.

After contracting hepatitis, the ado-
lescent Marina moved to Rio Branco,

then-youngest ever federal senator at
36. When Lula set up his first govern-
ment in 2003, there was only one choice
for environment minister.

“The fight against deforestation is
something very personal for Marina.
Sheis areligious person, and being min-
ister and implementing a strong envi-
ronmental policy is more than a job for
her, it is a calling,” said Raoni Rajdo of
the Federal University of Minas Gerais.

short and slight in frame, Marina
appears almost frail after a lifetime of

the state capital, where: her
to read and write. Working as a maid,
s]m fu.nded her edumtmn and .wtud.led

ailments i five bouts
of malaria, three of hepatitis, one of
lelshmamasm and a dnse of mercury

ing Amazonian deforestation by as

2008, before unsuccessfully contesting

much as 70 per cent. Her administrative
and financial initiatives included new
management of public forests, the crea-
tion of a forest service and a biodiversity
institute and several funds for the main-
tenance of the Amazon.

However, her unyielding manner

‘Silva becomes huge when
she speaks her mind,
refusing to be intimidated
by powerful men’

uﬂended agncu]tu.ral and mmmg mmr—

the presid three times. Now she is
back. she joined Lula’s election cam-
paign last year on condition ﬂ)at he

China’s collective memory
of Covid must be preserved

hat is our collective
memory of 20227
NetEase, China’s online
entertainment giant,
posed this question at
i yof theyear.
The six-minute clip included dozens
of viral socm]medmvldens, often filmed

markers of a collective memory, and
that is why they are so heavily control-
led by authoritarian governments. Yet
acts of remembrance, of holding the
true range of human emotion up to the
light, are necessary to build a future.
Maintaining collective memory is astep
towards collective processing, to satisfy
the human need to create meaning and
narrative.

The American psychologist Jack Saul,
who had children in primary school
near the Twin Towers during the Sep-
tember 11 2001 attacks in New York,
writes about collective recovery from
trauma.

“A collective trauma really needs a

by accidental to unfoldi
tragedies. A woman needing chemo-
therapyina locked-down Shanghai begs
for transport; a six-year-old boy pulls
his grandmother on a wheelbarrow to
take a compulsory Covid test; a truck
driver, stranded by and una-

11 Tesponse and a collective
voice, too,” Saul said in an interview
after the attacks “That process o( ool—
lectiv in the
a very important part of the recuvery
pmcem itself”

ble to reach his sick parents, kneels in
theroad, crying.

Other clips show economic hardships
borne by migrant workers — a delivery
driver’s insulated takeaway box opens
to reveal a toddler sleeping inside. The
first half of the video cl the firein

ities are also strengthened
when individuals can find resonance in
one another’s experiences. The power of
group-based therapy, said one Shang-
hai-based psychologist, is that individu-
als “situate their own emotions in the
context of other people. 'm in pain, and

he — I'm anxious, and sois he.”

Urumgi, the capital of Xinjiang in north-
western China, which sparked nation-
wide protests against the zero-Covid
policy.

In a vast country with greatly varied
experiences of the pandemic, the
crowdsourced compilation felt a fitting
way of covering a breadth of stories.
Lockdowns were applied with varying
degrees of discipline between different
cities and within them. But across
China, common emotions emerged:
anxiety, helplessness, frustration — and
uncertainty as towhat might come next.

NetEase’s compilation was swiftly
censored, as was Voices of April, a six-
minute compilation of Shanghai resi-
dents’ audio recordings during the
intense two-month lockdown that left
some households running out of food
and medication. Southern Weekly’s
tribute to the year, more literary and
less visceral, survived: “We saw the “two
stripes” [of a positive Covid test] in our
friends’ social media feeds, and we
aw ibuprofen bemg passed among
neighbours

These accounts live on in various
online archives, from platforms like the
China Digital Times to citizen journal-
ists who preserve censored material.
Fang Kecheng, who studies China’s
social media discourse at the Chinese
University of Hong Kong, writes that
“archiving . . . is the power of the pow-
erless, the political action of the weak”.

Huw a tragedy is remembered is

toughen his envir al
Pledges to achieve “net zero defare.?ra
tion” —meaning forest loss could be off-
set by other measures — now simply
Tead “zero deforestation”.

Despite having Lula’s full-throated
support, Marina faces an enormous
challenge. The Amazon’s myriad crimi-
nal enterprises have become more

d, because it brings up
the question of who to hold to account,
‘whose memories are prioritised, and
‘whose are ignored.

It also takes a long time to settle.
Almost six years on from the Grenfell
‘Tower fire in London, aninquiry has yet
to submit its final report; meanwhile,
the inquiry into the UK government’s

savvy and technologically ad d
She also takes over an enforcement
apparatus gutted by budget cuts.

Yet her resolve remains fierce.
“T‘ i the Amaznn is i

ovidis: d.

ted.
]uuma]mm art and literature are

https://digital.olivesoftware.com/olive/odn/ftasia/printpages.aspx?doc= FTA%2F2023%2F01%2F07&ts 20230106210220&uq 20221117085301

In a 2007 paper, psychologist Stevan
Hobfoll identified five principles for
psychological and social responses to
mass trauma that are still referred toin
disaster response best practice guide-
lines: promoting a sense of safety, calm-

Acts of remembrance, of
holding the range of human
emotion up to the light, are

necessary to build a future

ing, a sense of self-efficacy and commu-
nity efficacy, connectedness and, finally,
hope.

l\ll)lfmy Chinese communities thathave
weathered severe lockdowns together
have emerged with much greater inter-

“The  lockd
increased volunteering on campus, and
made people more thankful for their
community volunteers,” said one stu-
dent at Tsinghua University in Beijing,
whose campus went through rounds of
lockdowns.

“We relied on our residential com-
pound, we bought groceries together,
shared rice. After the reopening, some
people said they missed that feeling of
sticking together,” said the Shanghai-
based psychologist. Such bonds, she
added, will lessen as people return to
their normal lives, but traces remain —
the grocery-distribution chat group, for
example, is now used to share second-
hand furniture.

The zero-Covid policy may be over,
but the worst is not. As China heads into
its deadliest Covid wave yet, and the rest
of the world struggles through the long-
lasting impact of the pandemic, let us
keep our collective memory, with all of
itsshadows, alive.

yuan.yang@ft.com
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Samsung’s profits dive 69% as
semiconductor demand falls

o Customers cut spending & Oversupply issues weigh & Pressure on margins

SONG JUNG-A — SEQUL

Samsung Electronics’ operating profit
slid nearly 70 per cent in the fourth
quarLer to an eight-year low,

Handset setback: the South Korean manufacturer said smartphone

<3
LY

d.

sales were likely to have declined 9
percent to Won70tn, th, aid.

fell against a b pof ‘p

ash@)erumere?tramandmulhvmg

T d.fol-

Analysts say Samsung rhas been
contributing to the Current supply glut

with its i on chip

v number
how aslowing global economy is crush-
ing demand for semiconductors and
electronics products.

The world’slargest producer of mem-
ory chips, smartphones and televisions
said customers were clearing their
inventories and the decline in demand
for its chips and their fall in price were
greater than expected.

Consumer interest in its handsets
alsowaned. “smartphone sales and rev-
enue decreased due to weak demand
resulting from prolonged macro issues,”
itsaid.

The South Korean company said its
operating profit dropped 69 per cent to
‘Won4.3tn ($3.4bn) over the past three
months, from Won13.87tn a year earlier.
It marked the company’s worst profit
decline since the third quarter of 2014
and fell short of a Won5.9tn estimate by

itiv.

ing, asit pursuesa strategy

of investing in a downturn to gain mar-
ketshare.

Oversupply problems have been

lowing a qu -year boom during the
coronavirus pandemic.

Chip sales in South Korea dropped
nearly 30 per cent in December from a

d macro issues’ — sesngioen crarBicombers

output cut and began production in July
at its new domestic chip factory in
Pyeongtaek, one of the world’s largest
semiconductor production facilities.
The company increased memory out-
put by about 10 per cent in the fourth

Shell factors in $2.4bn
hit from windfall taxes

NATHALIE THOMAS — EDINBURGH

Shell expects a hit of almost $2.4bn as
result of windfall levies in the EU and
UK for 2022, implying it will pay UK tax
for the first time since 2017.

The oil major said yesterday that it
expected earnings to be hit by $2bn in
the fourth quarter because of changes
introduced in the EU and the UK since
September to capture some of the wind-
fall profits oil and gas companies have
made fromhigh commodity prices.

This would be on top of a $360mn
impact already disclosed to investors in
its third-quarter results in October,
‘bringing the total accounting hit arising
from EU and UK windfall taxes in 2022
tonearly $2.4bn.

However, the company clarified that
the amount it pays out to EU and UK
authorities would be different because it
could use historiclosses and investment
allowancestoreduce its tax bill.

Shell said the $2bn impact would be
reported as “identified items” in its
fourth-quarter accounts, due out on
February 2, and so would not affect its
adjusted profits for the period. It would
also have a “limited” cash impact on the
quarter given the expected timing of
payments, the company said.

Shell did not break down how much of
theliability was due to the UK’s windfall
tax, known as the energy profits levy,
and how much was from the EU’s so-
called solidarity contribution, both of

which are designed to ease the pain for
hard-pressed consumers.

Nevertheless, the disclosure, made in
a fourth-quarter trading update yester-
day, implies the oil company will pay tax
in the UK for the first time in five years.
In recent years the company has
received tax refunds on investments
made in the UK North Sea, and on
decommissioning activities, which have
been higher than any tax owed.

Shell’s former chief executive Ben van
Beurden in October appeared to invite
governments to raise windfall taxes,

shell said part of
what It pays o the
EU and UK would
be offset by
historic losses and
allowances

arguing the industry should “embrace”
levies to support households bearing
thebrunt of high commodity prices.

The UK in November raised its energy
profits levy, initially introduced in May
by then chancellor Rishi Sunak, by 10

points, taking th
he:dlme tax rate on oil and gas produc-
ersto75percent.

The European Commission expects.
to raise a total of €25bn from the bloc’s
solidarity contribution, introduced in
September, but the policy is facing
a legal challenge from US oil major
ExxonMobil.

Technology

Chatbot group OpenAl tries to
raise capital at $30bn valuation

TABBY KINDER — SAN FRANCISCO
JAMES FONTANELLA-KHAN — NEW YORK

0OpenAlL the developer behind artificial
intelligence bot ChatGPT, is in discus-
sions to raise capital at a valuation of
almost $30bn, according to two people
familiar with the matter, as venture

exacerbated by US
exports to China and iPhone production
delays at Foxconn’s Chinese plant due to
an outbreak of Covid-19.

Apple is Samsung’s smartphone rival
but also a big customer for its chips and
displays.

Analysts expect the memory down-
turn to worsen in the current quarter
before arecoveryinthe second half.

“Memory chip inventories are likely
to peak in the second quarter but Dram
and Nand chip prices are likely to
rebound in the second half,” said Kim
Dong-won, an analystat KB Securities.

record levels to meet the pandemic-era
surgeindemand.

US chipmaker Micron has said it does
not expect a recovery until the second
half of this year and in December
announced a 10 per cent cut in its work-
force, as it expects to remain in the red

Memory-chip makers, including thisyear.
Micron Technology, Kioxia Holdings SK Hynix said in October it would
and SK Hymx, are slashing their capital  halveitscapital expenditure this year.

p adjust to the pp But is not considering an

year earlier — a fifth ive  quarter, to eBest rush to profit from the viral
monthly drop and areversal fromwhen & Securities. technology.
manufacturers ramped up output to However, the deepening decline has
on chip sparked speculation that Samsungmay | The San Francisco-based company is
E o 3 have to cut capex after all, with analysts | talking to investment groups, including
WC think SaI}‘lSlJ‘lIlg B warning its strategy could lead to the | Peter Thiel’s Founders Fund, to carry
likely to modify its company’s first quarterly chip losses | out a tender offer of existing shares, in
I q P
since the global financial crisis. which investors would purchase
2023 CapeX. strategy t’O “We think Samsungis likely to rnodjfy OpenAI shares fmm current sharehold-
amore dovish stance its 2023 capex strategy toa ers,

stance and refrain from a capex
increase,” Peter Lee, an analyst at Citi-
group, said in a recent report, noting
that Nand flash memory chip prices
were approaching the cnmpany‘s pro-

Adeal would mark a surge in its valu-
ation from about $20bn in 2021, whenit
was valued during a secondary share
sale. Such a rise would make itan outlier
in Slllmn Va]ley as technology compa-

duction cost, meaning ing | ni big cuts.
would nolonger be profitable. totheir values and investors have pulled
“Without production cuts, it is inevi- | backfromnew deals.

table that its memory division will suf-
fer losses in the second quarter,” Kim
‘Yang-jae, an analyst at Dacl Investment
& Securities, saidin anote.

The discussions were first reported by
the Wall Street Journal. Founders Fund
declined to comment. OpenAl did not
respond to arequest for comment.

The talks come less than a month
after OpenAl released the newest form
of its GPT-3.5 software. The chatbot,
which can converse with users through
text and images, quickly went viral and
surpassed 1mn usersin five days.

One person with knowledge of the
matter warned that discussions about
an OpenAl tender offer were continuing
and the value of the potential deal had
notbeen finalised.

Anumber of tech start-ups have been
forced into aggressive cost-cutting
measures in recent months amid a stock
market routand a funding crunch.

In the last three months of 2022, the
wvalue of venture capital acquisition
deals dropped to $763mn, the first time
it has been under $1bn in more than a
decade, accordingto PitchBook.

OpenAl was co-founded in 2015 by
Big Tech figures — including Tesla boss
Elon Musk, PayPal co-founder Thiel
and investor Sam Altman — to develop
“safe” AL

In 2019, Microsoft invested $1bn in
OpenAl as part of an agreement to
jointly develop new technologies.

See The Top Line and Lex

Financials. Takeover target

StanChart under pressure to restore revenue growth and double-digit profitability

Gulf suitor walked away but

pressure on Winters to swiftly restore

lender must raise its game if

it wants to stay independent

STEPHEN MORRIS AND EMMA DUNKLEY
LONDON

‘When Bill Winters was quizzed about
the perennial takeover rumours around
standard Chartered in 2021, he said his
bank was a “complex beast” and he did
not feel vulnerable asa target.

But the chief executive invited any
prospective buyer to “give it a go and
explain to our shareholders why they
are better off in combination than they
are stickingwith us alone. Be my guest.”

First Abu Dhabi Bank almost
accepted the invitation. Last year, the
lender hired Citi and Moelis to explore
potential takeovers or investments,
wﬂ.the UK lenderthelrpnmemrget

vth and double-digit profit-
ability if he wants to keep the bank inde-
pendent. Since he took over, the stock
has dropped by a third, leaving Stan-
Chart as one of Europe’s most underval-
ued banks. It is worth only £20bn and
trades at a 60 per cent discount to the
book value of its net assets, around half
that of many Asia-Pacific-based peers.
For long-suffering shareholders sit-
ting on big paper losses, a serious bid
would be hard to ignore. But gettinga
deal over the line might prove even
more difficult. “I understand why it
should be attractive as an acquisition.
[1t] gives the acquirer a great footprint
across geographies,” said Hugh Young,
chair of Abrdn asset management Asia,

atop ling ha
made the lender even cheaper for an
acquirer.

“The ummg of the mlarest from the

saudi National Bank recently agreed
to buy a 9.9 per cent stake in Credit
Suisse to stabilise the lender after a
series of crises. Qatari funds also own
large chunks of Credit Suisse and Bar-
claysinthe UK.

StanChart, which declined to com-
ment for this article, is no stranger tothe
rumour mill. In 2014 and 2015 alone,
'ANZ, JPMorgan, Santander and Scotia-
‘bank were linked with deals, attracted
‘byits hard-to-replicate network.

In 2018, the FT reported that the Bar-
clays board ran the rule over its peer
and StanChart’s rival HSBC has always
maintained an interest if it were ever
putupfor sale, evenifjust as a defensive
measure, senior executives there say.

The most important investor for any
buyer to court is Singapore’s state-
owned fund Temasek, which owns 16.4
per cent of the stock. It first bought into
the bank in 20()6 when t.he shares

and is worth $66bn, almost three times
StanChart’s market cap.

‘Winters inherited a bank in crisis and
always faced a multiyear challenge. He
said he spent his first years at the bank
digging through “fertiliser” to uncover
the valuable businesses buried by bil-
lions of losses from risky emerging mar-
ket loans, necessitating 15,000 job cuts
and a $5.1bn capital injection in 2015.

The CEO oversaw a cultural overhaul
at the lender, which had been fined bil-
lions of dollars for dodging US sanctions
on Iran and suffered from ethics viola-
tions and allegations of harassment
eveninitstop ranks.

Financial performance was slow to
recover, with revenues and profits fall-
ingfar below the levels seen in the previ-
ous five years as ties with risky clients
were cut and compliance standards
tightened. “Winters gave the businessa
heart attack when he took over,
clamped down on risk too hard, and if
you do that you change the psychology,
making people too fearful of risk and
growth,” said a top-10 shareholder.

The stock has improved as rates rise,
‘widening margins. Another boost has
been China’s decision to end its “zero-
Covid” policy that had hampered Hong
Kong, whereit makes 22 per cent of rev-
enues. Underlying income increased 10
per cent to $12.5bn and pre-tax profit 17
per cent to $3.2bn in the first nine
months of 2022, with the bank generat-
inga10.1 per cent return on equity, up
from 6 per cent in 2021. It has also
returnedSI 4b11 shareholders via div-

Complications included its revenues
being “highly exposed” to the vagaries
of interest rates and “a lack of scale” in
retail banking outside Hong Kong, in
particular Singapore, India, South
Koreaand China, Coombs said.

Any buyer would have to secure
approval from a host of regulators. The
bank is also one of the main lenders,
alongside HSBC, caught in the stand-off
between the US, the UK and China over
trade and the crackdown on Hong Kong.

“A possible offer for Standard Char-
tered puts a floor under a share price
that is already attractively valued as
Hong Kong and China reopen,” said Guy
de Blonay, at Jupiter, the bank’s seventh
largest investor. “In my opinion, the
complexity of the deal may have been
behind [FAB’s] change of mind.”

If no bid materialises, the bank will
have to prove it can restore long-term

https://digital.olivesoftware.com/olive/odn/ftasia/printpages.aspx?doc=F TA%2F2023%2F01%2F07 &ts= 20230106210220&uq 20221117085301
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Google Search was once one of the paid Google Search revenue was 2 per happens to be good for advertisers too. ]llSt as we rivals struggle because they cannot
e C a_n e ar n to wonders of the online world. Its clean, cent better than expected. But there Other improvements have been slower R crawl, or visit, the same number of
organised pages of results filtered the has been a noticeable rise in to appear. Content behind paywalls is discovered sites looking for links.
3 otherwise unmanageable slog of complaints. In November, the still not marked as such, for example. how to use Will anything change? There isa
e I I I ra_Ce Oog e S information on the internet. That was Freakonomics podcast called the Nor is it possible to search for words serious, albeit slow-moving, challenge
until it became cluttered with adverts. search engine a set of cheap tricks. A spoken in a video without a transcript kCy words from antitrust officials targeting
b Now the world’s biggest search engine few months earlier, The Atlantic — though a trial is under way in India. in online Google’s promotion of its own services.
a Vert CrOW I I Ig is less encyclopedia, more Yellow magazine asked whether it was dying. ‘When it launched in the late 1990s, A more immediate threat could come
Pages. Moaning about a free service may ‘Google Search was one of many search SCﬂI‘ChES. from OpenAT’s chatbot ChatGPT. There
Look up a search term that can also seem fruitless. Google Searchis partof | engines. But Larry Page and Sergey we may are reports that Microsoft, which
be a product — asthma inhalers, for a trillion-dollar company powered by Brin’s PageRank algorithm, which . invests in OpenAl, will use it so Bing
example — and you will need to scroll digital advertising. Never mind the organised websites by the number of start using can reply to queries with answers
past up to four large adverts before moenshot ideas such as storing times they were linked to other pages, Goo gl e instead of links to websites. But
reaching non-sponsored results. Search | electricity in salt, Google advertising meant their search engine was best at Google’s own Al investment may
for clothing and the entire first page accounted for almost four-fifths of bringing up relevant results. It quickly Search for neutralise this threat.
will be companies hoping to make a Alphabet’s revenue last quarter. became the most popular. pu rchases In the meantime, we will have to
sale. Even non-ad results can look like The company says that its goal is In theory, users would up sticks and adapt to the prevalence of ads. Just as
wrong answers, with links full of always to provide “ads that are useful”. | go elsewhere if the service was in we learnt to use key words when
buzzwords so Google gives them a It points out that not every search decline. But Google Search has no real searching online, we may start using
higher ranking. result has ads, either. But advert competitors. When did you last use Google Search for purchases rather
Th e TO Liﬂ e Google and its parent company crowding would be more palatable if Microsoft search engine Bing or than fact finding. The change could be
p Alphabet are caught in the conundrum | the basic service was noticeably DuckDuckGo? The prevalence of positive, Outsourcing knowledge to one
El o that facesall b reliant on. improving at the same pace. Google’s Google’s Chrome browser and the fact tech group never made much sense.
ame digital ads. Put ads up high andwatch | example of one enhancement is the that it pays Apple to be the default
as revenues rise while user experience fact that search results come with more | search engine give it a huge advantage. elaine.moore@ft.com
MOOI'C falls. In the last set of quarterly results, | imagesnow. Of course, this just so DuckDuckGo also claims Google’s See Lex

Swedish boss breaks down

centralised Swiss group and

jettisons non-core businesses

Inferview. Bjérn Rosengren

Chief seeks growth path for slimmer ABB

SYLVIA PFEIFER — LONDON

Bjorn Rosengren took the reins at ABB
in March 2020 with a mandate to shake
up the Swiss industrial group after years
of underperformance.

Events — a global pandemic, produc-
tion shutdowns in key mar] and an
economic downturn —may have proved
an additional challenge but have done
little to slow himdown.

Almost three years on, the 63-year-
old Swede has unpicked ABB’s highly
centralised corporate structure and
parted with most, if not all, non-core
businesses. ABB’s four strategic divi-
sions — electrification, motion, process
automation and robotics — have been
splitinto 20 autonomous businesses.

Along the way, ABB’s head office has
shrunk from 18,000 to just 800 people.
Some 7,000 of the original 18,000 have
gone to work directly for the different
business units. The company employs
about 100,000 people in more than 100

countries. - Peoplelike
Rosengren’s guiding principle is
accountability. After a career spent to work for
whipping other industrial companies
into shape, including Swedish engineer SUCCESSFEII
Sandvik, before landing at ABB, Rosen-  COMPanies.
grensaid “peoplelike accountability”. 1 think
Accountability, he said, is key, credit- s
ing it as one of the factors behind the ~ that’s more
success of private equity groups. People =
there are “incentivised, meaning that if 1mporta.nt
they make a success of the company, than
their future will be bright, atleast finan- . d
cially”. Tuday ABB si.milaﬂy incenﬁw herltage
i Bjorn
Each of the busmesses has its own Rosengren

team and is
for its own costs. Each also has its own
strategic mandate and, within that,
needs to deliver first on stability, then
profitability and then growth.

Performance is monitored closely,
with a scorecard system that contains
about 15 key indicators. Comparisons of
current and past performance are criti-
cal in order to gauge the direction of
each business and whether it ishealthy,
said Rosengren.

He is unap\)lngeuc if the appruach

ntail: performi:
nesses or parting with heritage.

“People like to work for successful
companies. I think that’s more impor-
tant than heritage,” he added.

His method, he insisted, had begun to
pay off. When he started, just 30 per
cent of the businesses were in their third
“growth stage”. Today, 70 per cent are
growing.

Despite his focus on decentralisation,

Rosengren says there are reasons to
keep the units together as one group
within ABB: all have the same purpose,
which he defines as enabling a “sustain-
able and energy efficient future with
technology leaderslup in electrification
and automation”.

There is also collaboration between
the businesses — but only if it makes
sense, either by adding value to custom-
ersor by being more cost-efficient.

Andrew Wilson, equity analyst at
JPMorgan who has a “neutral” rating on
the company’s stock, said Rosengren
deserved credit for making a “tangible
improvementinthe way ABBis run”.

“People underestimated his ability to
repeat the same playbook he used at
sandvik at ABB, a bigger and more com-
plex beast where others had tried and
failed before.”

ABB’s balance sheet i Js mbel:ter shape

e

ABB’ financial performance has also
begun to improve, although third-quar-
ter income, announced in October, was
hit by a non-operational provision in
connection with a legacy project in
South Africa.

Investors say a key target this year is
hitting a margin of at Jeast 15 per cent on
operational earnings before interest tax
and amortisation — one year ahead of
plan.

Rosengren also points to a strong
order intake, increasing 4 per cent ona
reported basis and 16 per cent on a com-
parable basis from last year to $8.19bn
inthe third quarter.

“Ithink the most important [thing] is
that we have to stay with 15 per cent
over a business cycle, meaning that we
should also be able to deliver over 15 per
cent in the downturn,” said Rosengren,
stressing that conditions look more

but more
the disposal of the company’s power
conversion unit, acquired as part of a
$2.6bn deal for General Electric’s indus-
trial solutions business in 2018 and
which helps companies run infrastruc-
ture more efficiently. A sales process is
under way.

An original plan to float its electric
vehicle charging business last summer
was postponed due to the wider market
rout. ABB in November raised about
SFr200mn ($213mn) from selling an 8
per cent stake. The private placement
gave the business an equity value of
SFr2.4bn to SFr2.5bn, with investors
expecting a surge in demand for charg-
ing points.

next year.

Cevian Capital, which bought into the
stock in 2015 and had been agitating for
anew strategy, said it is happy with the
results so far.

Robert Schuchna, a partnerat Cevian,

Focuson
accountability:
the ABB Drives
production site
in Helsinki.
Below, chief
executive Bjérn
Rosengren

has unpicked
the Swiss
conglomerate’s
centralised

structure
RosRekom;

economic cycle. “The bit where the jury

BUSINE

WEEK IN REVIEW

Wealth’s ill health

* Wealth managers are grappling with one of
their worst years in a century, with high inflation
and a sell-off in stocks and bonds having hammered
returns. The threat of stubbornly higher
inflation presents a challenge to preserving
wealth in real terms that has not been faced in
decades, while the pain in markets over the past
12 months has undermined conventional wisdom
about balancing portfolios between equities and
fixedincome.

& ExxonMobil and Chevron are expected to rake in
almost $100bn in combined profits from 2022 as
they capitalise on sur-
ging fossil fuel prices
following Russia’s
invasion of Ukraine.
The profit bonanza is
seen by the oil majors
as vindication after
the companies res-
isted pressure from
activists and some
shareholders to pivot

from their core oil
q i dslash

e The headlong growth of cloud computing has
reached a watershed as cost-conscious customers
and economic pressure combine to cool the market.
“There’s huge pressure from customers to reduce

their costs,” said Barry Briggs, a former Microsoft

is still out is: can you i match
the peer group growth rates over the
long-term?” said JPMorgan’s Wilson.

Some of the company’s growth will
come through acquisitions, notably
small to medium-sized ones to help
divisions strengthen their market posi-
tions. Rosengren said ABB had a “huge
pipeline” of such deals and expected to
dofivetol0ayear.

‘William Mackie, head of capital goods
research at Kepler Cheuvreux, said
2022 had been the “year in which the
company has done all the housekeep-
ing, including decentralising, cleaning
up legacy contracts and selling every-
thing apart from the power conversion
business”.

The coming year, he added, would be
“all about drivingfor growth”.

For Rosengren, one of the main chal-
lenges on the horizon is the rising politi-
cal tensions between different parts of
theworld. However, ABB's strategy to be
localin most of the countries in which it
operates should provide some protec-
tion.

said Rosengren had “

deconglomeratised” ABB in how it ls
organised and run. The result was a
company that is “significantly more

T therisingreg-
u.lawry push associated with Europe’s
push towards agreener economy, which
contrasts sharply w1t.ll America’s strat-

dynamic, competitiveand p

“The 15 per cent margin is a blg
improvement but, in our view, the com-
pany can and will become more profita-
ble,” added Schuchna.

on the growth front, ABB has set a
revenue growth target of 4 to 7 per cent
in constant currency terms through the

egy of offering
toinvest.

Europe’s politicians are aware of the
need to act. But the question is: will the
different member states agree on some-
thing? “Iam European and I would like
to see a healthy Europe in the future,”
Rosengren said.

Travel & lelsure

F1 gambles on Las Vegas Grand Prix to bring home a $500mn jackpot

SAMUEL AGINI

The US owners of Formula One are bet-
ting that the return of the sport to Las
Vegas for the first time in four decades
will generate $500mn in revenues, as
they press ahead with an expensive
effortto conquer America.

Las Vegas will host a race in November

for the first time since 1982, making it
the third US city to be added to F1’s cir-

https://digital.olivesoftware.com/olive/odn/ftasia/printpages.aspx?doc=F TA%2F2023%2F01%2F07 &ts=20230106210220&ugq=20221117085301

years ago, Liberty Media has built the
sport’s online marketing and profited
from a tie-up with Netflix. The stream-
ing platform’s Formula 1: Drive to Survive
documentary series has been credited
with increasing interest in F1 by show-
casing the drama of racing and high-
lighting the personalities of the sport.
“Whatwe did is basically change com-
pletely, opening up a new way of com-
municating,” F1 chief Stefano Domeni-

demic derailed the sport for the better
partoftwoyears.

The $500mn target for Vegas was
revealed in investor documents and
confirmed by Liberty Media. The racing
series generates revenues from broad-
cast deals, sponsorships and fees paid by
promoters who sell tickets to race

events. Flalsohasahospitality business ~ Vegas Strip
called the Paddock Club. launch party in
November

Dutch beer brand Heineken is the title

ARed Bull F1
car at the Las

Liberty Media acquired 39 acres of land
for $240mn and expects to spend asimi-
lar sum on building the pit and 3.8-mile
circuit. Construction of the paddock is
already under way.

The decision to acquire the land is a
break with the usual practice in whicha
local promoter carries some of the risks
attached to staging the event.

Admission to the Vegas GP will cost
$500 for three days, with pricesrising to

@ The war in Ukraine and extreme weather events
have driven up the cost of reinsurance by as much as

It is set to be a pivotal year for
the video media industry, which
has been hit by economic woes
and a costly shift to streaming

200 per cent in January renewals, according to a
report, threatening to raise premiums and reduce
what insurers are willing to cover. January 1 is the
vital policy renewal date for reinsurers, which share
losses with primary insurers and have a vital role in
whatcan be insured and atwhat price.

& One of the largest endowments in the US is
making a $4bn investment in Blackstone’s private
real estate investment trust, in a move intended to
shore up confidence in a $69bn fund that put
limits on investor withdrawals last year after
suffering heavy redemptions. The University of
California’s endowment, which manages more
than $150bn of assets, said on Tuesday that it
would make the investment in the Blackstone
Real Estate Income Trust, or Breit, at its current net
asset value.

& A decade-long spending boom on original
television programmes is expected to slow to a crawl

$1008n €75mn
Estimated2022 | Penalty for H20
combined profits | over Investments
at ExxonMobll In debt linked
and Chevron toWindhorst
—

this year as lossmaking streaming platforms
moderate budgets. Analysts expect 2023 to be a piv-
otal year for the video media industry, which has
been hammered by the deteriorating economy and
an expensive transition from traditional television to
streaming.

o French regulators this week imposed a record
€75mn fine on asset manager H20 and banned chief
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AstraZeneca pharma tie-up bi'ings
breast cancer drug breakthrough

Treatment pioneered by Japanese partner Daiichi Sankyo has started extending lives of patients

HANNAH KUCHLER — LONDON

Itis notoften that a druggets a standing
ovation. When Daiichi Sankyo and
AstraZeneca announced results for
their breast cancer treatment Enhertu,
oncologists stood up to applaud.

“It was a goosebump moment, send-
ing shivers down my spine,” said Susan
Galbraith, who leads oncology research
and development at AstraZeneca.

Ken Keller, chief executive of Astra-
Zeneca’s Japanese partner on the drug,
deliberately stood apart from his team
at the American Society of Clinical
Oncology meeting to see the mood of the
crowd. “People had basically tears of joy
intheir eyes,” he said.

But the man who had brought the two

p her — pioneeri logi
José Baselga — did notlive to witness the
drug’s reception. He died in 2021 aged
61fromarare brain disease.

One in eight women will get breast
cancer in their lifetime — and Enhertu
has the potential to change treatment
for half of them. David Fredrickson,
executive vice-president of the oncol-
ogy business at AstraZeneca, said the
drug “blows up the swim lanes” that
previously defined the treatment of
breast cancer. For a large group of
patients, he said, it could be “one of the
mostimportant medicines ever”,

Enhertu was first approved in the US
in 2019 for a subset of patients with can-
cer that has high levels of a protein
called HER2. About 15 to 20 per cent of
breast cancers are HER2-positive but
last June a trial showed that the drug
could double the time patients can live
without their cancer progressing, evenif
they have low levels of this protein.
About a fifth of the participants with
metastatic cancer — usually seen as
uncurable — had complete responses:
scans could not detect their tumours.

The drug has transformed Daiichi
sankyo into an oncology company. And
it is further proof that AstraZeneca, a
leader in the field, knows when to
pounce: its unorthodox move to raise
$3.5bn on the publicmarkets tohelp pay
for the $6.9bn deal to develop and sell
the druglooks set to more than pay off.
Analysts are forecasting about $10bn a
year in Enhertu sales at their peak.

In 2005, Daiichi merged with Sankyo,
bringing together chemists from the
former and biologists from the latter
who would go on to create Enhertu.

The drug builds on a history of target-
ing the HER2 protein which dates back
to Roche’s launch of Herceptin in 1998.
As with Herceptin, scientists used an
artificial antibody to hook on to the
HER?2 protein on a cancer cell. But they
improved on current treatments by cre-
ating a strong link to a more powerful
molecule that breaks down enzymes
and kills cancer cells.

‘When they tried it in mice, they could
see it worked better than the market
leader, Roche’s Kadcyla. But Daiichi had
never made a cancer drug. “In the end,
science won the day back then,” said
Ken Takeshita, global head of R&D at
Daiichi. “It was courageous for this
company to say, we're going to steer
away from being a cardiovascular
company.”

Keller wished he could say
that he knew how promis-
ing the drug was at that
point. By about 2015, the

A

Enhertu: sales of
the drug are
forecast to hit
$10bn at their
peak, and
AstraZeneca
and Daiichi
sankyo are
looking at wider
applications.
Below, Susan
Galbraith, head
of oncology R&D

at AstraZeneca
FTMonfage

technology started to look “pretty spec-
tacular”. “But there’s a lot of drugs that
look spectacular in animal studies,” he
said.

He was more convinced after the first
study in humans: a hard-to-treat popu-
lation that had tried several other drugs.
“At that point, almost nothing works.
And we were seeing the tumour shrink
dramatically,” he said.

Keller credits chief executive of the
time, George Nakayama, with making
two big bets: focusing on Enhertu, and
working with AstraZeneca.

Baselga joined AstraZeneca in early
2019 as head of oncology research and
devel He resigned as physici
in-chief at New York’s Memorial Sloan
Kettering cancer centre because of a
failure to disclose payments from
healthcare companies, which the Amer-
ican Association for Cancer Research
later concluded was “inadvertent”.

But while there, he had led the phase 2
trial for Enhertu, seeing how it helped
patients. In his first week at Astra-
Zeneca, he pushed the idea AstraZeneca
should have a partnership with Daichi.
Fredrickson said Baselga’s extensive
experience studying breast cancer
meant he and AstraZeneca CEO
Pascal Soriot sat up and listened.

Soriot had already built Astra-

Zeneca into an oncology power-

house, producing blockbusters

such as Tagrisso and Lynparza.
“José really gave us the convic-
tion that this was a medicine that

AstraZeneca needed to be a part

of” Fredrickson said.
Daiichi split the rights
50/50 with AstraZeneca,
¢ outside of Japan, in return

d for AstraZeneca conduct-

ing further trials. Michael Leuchten, an
analyst at UBS, said it was a “very, very
clever deal”. “What did AstraZeneca see
that othersmissed?” he asked.

For Daiichi, AstraZeneca offered
oncology expertise and money. To make
the most of Enhertu’s potential, they are
planning 40 trials, one of the largest
programmes in the industry. They are
asking huge unanswered questions:
does Enhertu work in earlier stages of
breast cancer? It has already been
approved for some types of other can-
cers such as gastric and lung, where
HER?2 shows up; but how many more
could it tackle?

“We have so many potential cancers
that we can study and sometimes it’sa
bit challenging to find all the people and
alltheresources,” Takeshita said.

The biggest opportunity is early-stage
breast cancer. The earlier cancer is
treated the better, so it could make an
evenbigger difference earlier.

Nick Turner, an academic consultant
medical oncologist at the UK’s Institute
for Cancer Research, who specialises in
breast cancer but was not involved in
the Enhertu trials, said it was very likely
in future that oncologists would pre-
scribe Enhertu instead of the previous
standard medicine, Kadcyla.

“we’ll then be on the way to really
curing the substantial majority of
patients with early-stage HER2-positive
breast cancer,” Turner said.

Roche said Kadcyla would still be an
important option for patients, with its
record of safety and efficacy, and the
company is exploringusing it in combi-
nation with another of its cancer drugs.

However, Enhertu has significant side
effects. Patients often have the same
side effects well known from chemo-

‘[ Telling
oncologists
about the
results]
wasa
goosebump
moment,
sending
shivers
down my
spine’

‘Atsome
point, this
product
gets so big,
you can't
spend it fast
enough in
terms of
investment’

Late-stage trial shows |
Enhertu can improve
life expectancy
Overall survival (months)
HER2-positive breast cancer
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Chemotherapy

HER2 15 2 protein that promotes the growth of
cancer clls and tends to make If more aggressive
Source: AsfraZeneca

therapy —such as sicknessand hair loss
— and there is a much smaller risk of
developinga serious lung condition.

Daiichi is also creating other drugs
based on the same platform as Enhertu,
one of which is also part of a partnership
with AstraZeneca. Gareth Powell, head
of healthcare at specialist fund manager
Polar Capital, said Enhertu has helped
take AstraZeneca to a “whole new level
in terms of growth potential” — and
when sales take off, would ultimately
‘boost margins at Daiichi.

“At some point, this product gets so
big, you can’t spend it fast enough in
terms of investment,” he said.

Analysts at Credit Suisse said if all of
the treatments based on the platform
that combines antibodies with a mole-
cule to kill cancer cells in the pipeline
‘were successful, it could add up to an
opportunity as big as Merck’s block-
buster oncology drug Keytruda, which
hit$17.2bninsalesin 2021

For patients, Enhertu promises time.
Emma Fisher was diagnosed with breast
cancer aged 35, and two years later, it
spread. The average lifespan of some-
one with secondary breast cancer istwo
to five years. Fisher’s private health
insurance paid for the drug, but she tes-
tified to the UK’s National Institute of

d

Lucara chief
seeks EU ban
on Russian
diamonds

HARRY DEMPSEY AND ABBY WALLACE
LONDON

Mining company Lucara Diamond has
called on the EU to impose sanctions on
Russian diamonds after the bloc
reversed plans to hit gemstone exports
latelast year.

Eira Thomas, chief executive of the
Canadian mining group that operates
mainly in Botswana, told the Financial
Times that her personal view was that
diamonds of Russian origin “should be
sanctioned”.

The EU in October considered a ban
on imports from Russian diamond pro-
ducer Alrosa— in which Moscow owns a
one-third stake — as part of its eighth
package of sanctions but the measure
‘was cut at the eleventh hour despite the
bloc going to great lengths to hit other
extractive industries, such as oil.

Resistance from Antwerp, the centre
of the world diamond trade through
‘which 86 per cent of the world’s stones
pass, has been perceived as the key rea-
sonfor the EU's U-turn.

Official Belgian statistics showed the
country still imported €676mn of Rus-
sian diamonds in the second quarter of
2022, which then slipped to €154mn in
the three months to the end of Septem-
‘ber —a quarter of the historical average.

The Antwerp World Diamond Centre
has claimed that 10,000 direct and indi-
rect jobs would be lost if sanctions were
introduced and warned that the United
Arab Emirates and India were waiting in
‘the wings to snatch business. “Sanctions
‘would give a $40bn industry away to
countries that are best friends of [Rus-
sian president Vladimir] Putin’s regime
at the moment,” said Tom Neys, spokes-
person for the trade body.

Despite this, Belgium’s prime minis-
ter Alexander De Croo has publicly
insisted his country would not block a
‘ban on Russian rough diamonds.

The US has placed sanctions on
Alrosa, the world’s largest diamond pro-
ducer with a 30 per cent global market
share, and banned the import of Rus-
sian rough diamonds but still allows for
gems to be imported if they have been
substantially transformed elsewhere.

About 90 per cent of the world’s dia-
monds go to India where they are cut
and polished, in effect turning them into
“Indian” diamonds in the eyes of US
authorities. Indian banks have been
allowed to open special accounts to
trade with Russia in rupees, according
‘tolocal mediareports.

The EU in December finalised a ninth
round of Russian sanctions but one dip-
lomat involved said: “[ Diamonds are]
not in the sanction package so we don’t
really speak about it in the council
meetings but the sector is reflecting on
how to take into account the interna-
tional geopolitical context in its activi-
ties”

The diamond industry has been
pushed earlier than other miners to

Clinical Excell to try to p
authorities to pay for it for everyone on
the NHS. NICE now covers the drug for
many patients with HER2-positive
breast cancer, and will consider it for
cancers with low levels of HER2 in 2023.
“Twelve months is a phenomenally
long amount of time. It might not sound
like a huge amount of time to somebody
who doesn’t have incurable cancer. But
for body withi cer, an

provethep fits products.
The focus on “blood diamonds” from
Africa led to the establishment of the
Kimberley Process in 2003 to certify
thatdiamonds did not fuel conflict.
Jewellery companies including Tiff-
any, Richemont and Signet have
pledged not to source diamonds of Rus-
sian origin even if they were trans-
formed outside the country.
Additional reporting by Alice Hancock in

extra12 monthsiseverything,” shesaid.

Brussels
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Scoreboard=

Inside the business of sport

Scoreboard is the new FT newsletter on the business of sport, bringing
you unmissable stories and analysis on global dealmaking and corporate
growth in a multi-billion dollar entertainment industry.
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Equities. Concentration fears

Dominance of Wall Street
behemoths poses risks

S&P 500's high-flyers shed
$4.9tn last year and some are

‘ Wall Street titans retreat

Market value of 10 biggest companies at peak of pandemic-era bull market ($in)

14
continuing to slide in 2023

12
JENNIFER HUGHES — NEW YORK 10
Losses in heavy-hitting US tech stocks s
have extended in to the early days of ,’l
2023 with warnings of much more pain ~\ &
to come for market titans, including w
electric-car maker Tesla. L o T T A

The 10 biggest stocks by market 2020 21 22 23

capitalisation in the benchmark S&P
500 at the index’s peak in early 2022,
including Tesla, Apple and Mi

Group Includes Apple, Microsoft, Amazon, Alphabet, Nvidia, Tesla, Berkshire Hathaway, UnitedHealth,

JPMorgan, Meta
Sources: FactSef; Refinitiv; FT calculafions

lostacombined $4.9tn last year.

so far in the new year, these
companies’ market capitalisation had
shrunk a further $230bn by lunchtime
inNew York yesterday.

The clutch of mega-caps dominates
‘Wall Street equities, with the top 10
stocks accounting for about 30 per cent
of the S&P 500 near the peak of the bull
marketatthe end of2021.

Now this pullback hints at a market
where such intense concentration will
startto fade away.

“There’s been some de-concentration
but it’s very minor compared with what
has built up,” said Tatjana Puhan,
deputy chief investment officer at
TOBAM, a Paris-based asset manager.
“We are at the beginning of this, we’re
notyetneartheend”

Onaverage over the past two decades,
the biggest 10 stocks account for about a
fifth of the S&P 500 and the largest five,
13 per cent. But the concentration has
intensified.

At the peak in 2020, the top five
accounted for 22 per cent. By December
last year, it had eased somewhat but the

big five — Apple, Microsoft, Amazon,
Google parent Alphabet and Warren
Buffett’s Berkshire Hathaway — still
made up 17 per cent, according to
Bloomberg.

The decline in some of these stocks
has exceeded the drop in the broader
market by alarge margin.

The S&P 500 dropped 19 per cent in
2022. Meanwhile, Tesla lost nearly
two-thirds of its value last year and fell
out of the index’s top 10. It has fallen a
further 10 per cent this year.

The dominance of mega-cap stocks
became self-reinforcing when they
swept higher in the wake of the global
Covid outbreak.

Index-tracking funds were in forced
to buy them to stay in line with broader
market gauges. But that wurks in

reluctant to risk so much on such a
small group of companies.

“Last year was a stockpicker’s
market,” she said, noting that three-
fifths of the S&P 500 did better thanthe
index itself, leaving it to be dragged to its
‘worst loss in 14 years by its biggest
components.

“There could still be more pain in the
mega-caps as we haven't seen a selling
frenzy among active managers,” she
added.

Periods of concentration are not new
— they built up in other boom times,
such as the dotcom bubble that burst in
2000 and the “nifty fifty” of household
namesmade famous in the late 1960s.

The current one, however, is more
extreme still, with valuations outside
dle markethehemoths far smaller than

big in
from a range of problems.

Savita Subramanian, head of US
equity and quantitative strategy at Bank
of America, noted that many fund
managers had come late to the mega-
cap trend because they had been

]Il 2000, lttl)l)k255 of the S&P 500’
smaller members to match the size of its
top five, calculates Puhan. Today, it
‘takes 456.

Others frame the concentration issue
as part of the broader battle between

High mark: fast-growing and typically expensive
Apple is one of stocks and less flashy stocks coveted for
the big five their consistent profits and dividends,
stocks that collectively known as “value”.

make up Many Wall Streetjuggernauts fell into
17 per cent of the first category and rallied massively
‘Wall Street’s in 2020 and 2021 when ultra-low
S&P 500 index. borrowi traders in search of
ey ey returns.

That trend reversed sharply in 2022
when central banks ratcheted up
interest rates and, so far in 2023, many
of these shares are continuing to fall.

“It’s very reminiscent of the bursting
of the tech bubble when people saw tech
stocks cratering — and then they
cratered again, and again,” said Rob
Arnott of Research Affiliates, an asset

The S&P 500 and its forebears have
produced back-te-back calendar-year
losses only four times in a history
stretching back to 1928 but one of those
periods followed the dotcom bubble —
where the benchmark fell for three
straight years.

Amnottpointed to Tesla as an example
of still-high valuations among mega-
capsthat suggest more selling to come.

Tt In spite of its fall last year, the

Its very elecl:rigvehinle giant still has a market

Treminiscent  capitalisation of about $350bn or 21

times its forecast. i contrast,

Ofthe_ $225bn Toyota Motors, the world’s

bllI‘Stll'lg largest car producer, is valued at eight
timesits rofits.

ofthe tech “value has underperformed [until

bubble recently] not because companies were

doing badly but because they were

when falling out of favour and getting

peoplesaw  cheaper;” hesaid. “Tlookat this asbeing

two years into a five to seven-year span

tech St:Od_G of value winning —and thatjusttak; us
cratering back to historical norms.”
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Crypto
Digital asset
exchange

Huobi to cut
fifth of its staff

CHAN HO-HIM AND HUDSON LOCKETT
HONG KONG

Crypto exchange Huobi Global has
revealed plans to lay off hundreds of
employees —amounting to about a fifth
of its workforce — following last year’s
implosion of competitor FTX.

Huobi, which is one of the wnrld’
most i digital asset
and was founded in China, said the job
cull came as a result of the “bear mar-
ket” in crypto and it would seek tomain-
taina “veryleanteam”.

Describing the lay-offs as “personnel
optimisation”, the company said the
move was aiming “to implement the
brand strategy, optimise the structure
[and] improve efficiency™.

Huobi is the third big crypto player
this week to announce lay-offs after a
painful 2022 in which several big busi-
nesses collapsed and the value of tokens
suchas bitcoin tumbled.

silvergate, a crypto-focused US bank,
said on Thursday that it would shed
about 40 per cent of its staff while digital
asset lender Genesis was cutting 30 per
cent of its employees.

Justin Sun, Huebi Global’s advisory
board member and a Chinese crypto
entrepreneur, told the Financial Times
that the job cuts would begin as early as

‘We are gradually reducing
our concentration in

Asia although the region
will remain important’

next month and that “most” of the
lay-offs wouldhappen in Asia.

“we are gradually reducing our
concentration in Asia although the
region will remain an important
market,” he said.

The announcement came at a time of
rising concerns about trading platforms
such as Huobi and industry leader
Binance after the implosion last year of
Sam Bankman-Fried' s FTX empire.

Huobi’s in-house token called “HT”
has dropped 10 per cent since Wednes-
day and about 25 per cent over the past
month, according to data provider
CryptoCompare.

Sun, also founder of crypto block-
chain Tron, said he was not concerned
about the risks of a bigjolt of withdraw-
als at Huobi, such as the one that ulti-
mately pushed FTX over the edge, and
said the exchange could handle clients
cashingin tokens.

“We are not in financial trouble,” Sun
said in a voice message, explaining that
the company’s current performance
“does not match” its operational objec-
tives due to redundancy and market
deterioration, adding that it was
“mostly done” with thereduction plans.

Huobi is ranked the world’s 16th-
largest crypto exchange based on daily
trading volume with a 24-hour trading
wvolume of about $340mn — about 4 per
cent of Binance’s volume — according to
CoinMarketCap.

The platform was number two
dulm]lybut s].\ppedzfter China’sbanon

2021, hammering

its biggestmalkﬂ.

Commodities

Investors fret over Lula’s ambitions
for Brazil's state-controlled groups

BRYAN HARRIS AND MICHAEL POOLER
SAO PAULO

Shares in several of Brazll s lalge
-y Ted

growth and innovation, such as

ocial pnhcyat p
of i i

Petrobras, will play a fund: 1l role
inthis newcycle”.
The declaration sent shares in state-

Petrobras and Banco do Brasil, have
endured a week of swings as investors
worry that the new administration of
Luiz Inacio Lula da Silva will take a
more interventionist approach.

Petrobras, Latin America’s largest
energy group, at one point plunged
more than 10 per cent on the Sao Paulo
stock exchange after Lula used one of
his first decrees as president to end
plans for the privatisation of the $60bn.
oil and gas producer.

The move followed Lula’s nomination
of Jean Paul Prates, a senator in his
‘Workers’ party, to be the next chief
executive of Petrobras.

Pralﬂs has bas:ked Lula s calls for '.he

controlled Banco do Brasil down by
more than 6 per cent in the first two
trading sessions of the year, before they
regained ground later in the week.

There was also a drop inlisted insurer
Caixa Seguridade, an arm of publicly
owned lender Caixa Econdmica Federal.

“Investors are concerned about Lula’s
control over state-owned enterprises
[and whether he] will use them to

hurt their profitability,” sa.ldjamd Lou,
a portfolio manager at William Blair
Investment Management.

Since Lula’s narrow election
victory over rightwing incumbent Jair
Bolsonaro in October, the local Bovespa
equityindexhas fallen 6 per cent.

Luiz Fernando Figueiredo, a former
central bank director and founder of
hedge fund Maua Capital, said the
chance of cheap credit being expanded
‘was “very high” and this could result in
“chicken flight growth”, referring to
‘bursts of growth that are followed by a
decline.

Rio de Janeiro-headquartered
Petrobras, in which the Brazilian state
has a controlling stake, is a likely battle-
ground between Lula and investors.

Lula has pledged I.n alte[ Lhe corm-

Asset management

Hedge fund managers shy away from
launches as trading comes under strain

LAURENCE FLETCHER

fhedge funds have dropped

L h

for much of the $3.8tn hedge fund
industry with many traders struggling

to their lowest level since the 2008
financial crisis as some managers
struggle to make money in falling
markets and huge firms such as
Millennium and Citadel hoover up
traders who once might have branched
out on theirown.

Launches globally fell to 71 in the third
quarter of last year, the latest data
available show, down from 132 in the
third quarter of 2021, according to data
group HFR.

That marked the lowest level since
the final three months of 2008 when

to cope with sharp falls in equity and
‘bond markets last year, triggered by a
sharp pick-up in inflation and steep
interestraterises.

Early numbers from HFR show hedge
funds lost 4.4 per cent on average last
year with equity managers including
some of the Tiger cubs — funds that can

‘The months after stressed
periods have made it
adifficult period to

launch anew hedge fund’

just 56 new funds were sp: d during
the depths of the financial meltdown.
“The months after stressed periods,
such as the global financial crisis and
the stressed market Lhat Lhe end ol

trace their origins back to Julian
Robertson’s Tiger Management — being
hit hard by the major sell-off in highly
valuedtec:hnn]ﬂgy stm:kx.

https://digital.olivesoftware. com/ol|ve/odn/fta3|a/pr|ntpages aspx?doc=FTA%2F2023%2F01%2F07&ts= 20230106210220&uq 20221117085301

money. Funds overall suffered net
outflows of $190bn since the start of
2016, accordingtoHFR.

There have nevertheless been a
number of high-profile launches in
recent years, such as Fifthdelta, started
by former Citadel traders in 2021, and
General Industrial Partners, a new short
selling hedge fund planned by the
founders of Gotham City Research and
Portsea.

But for many traders, the prospect of
joining one of the large multi-manager
firms, which employ tens or even
hundreds of different trading and
which often lock up investor money for
years, is far more attractive than having
tomeet the high costs of settingup anew
firm out of their own

Marlin Naidoo, global head of capital
introduction at BNP Paribas, said: “A
key dnver in the reduntlon of new
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On Wall Street
Rate-setters mustn't seek

The day in the markets

What you need to know

= Wall Street stocks rise after data show
slowing US jobs growth

» Treasurles rally as Investors weigh
Implications for Fed's inflation fight

‘ European stocks make strongest

start to the year in a decade

Stoxx Europe 600 index, % change in first five trading days

= Europe’s equities make gains amid
slgns of slowing price rises In reglon 4
Wall Street stocks climbed and Treasuries
d d il ionbackdowntothe | p a rallied yesterday after a report showed 2
levelsseenafew yearsago. therestoftheworld, shoulditease that the US economy added fewer jobs in
Whetherr: il i p Powelltoraiserates. December than in the previous month.
toughtalkwithbumper rateriseswill Ifthe US central bank switchesfrom The US blue-chip S&P 500 index rose °
depend onwhatthe USFederalReserve | half-pointtoquarter-pointraterises 1.6 per cent in choppy frading while the
doesnext.1f2022 taughtusanything, it early nextyear, thenitwillgive others tech-focused Nasdag Composite gained 2
wasthat disth hookupon hesp it. Thedangeris 1.5 per cent, erasing earlier losses.
which the decisions of therestofthe ‘thatthe USlabour market continuesto The gains came affer data indicated
world’srate-settershang. runhotandthe Fed doesnoteaseup. that growth in US employment eased last 4
videnceis mountingthat Central bankersdid notcollaborate otherswouldagain feel theneed to month in a further sign that the Federal I
‘many of the driversoflast formallyin2022. Butthey may aswell matchitsfirepower — despite their Reserve's programme of rafe increases, %
year’sdramaticrisein havedone. WhenFed chair Jay Powell economiesbeinginfar weakershape. which began in early 2022, is cooling the | |
inflati issipati tarted toraisei rateslastspring, Thebigriskfor2023isthatrate- economy.
European gas pricesarenow the European Central Bank wasstillin L idaboutlosin; The US added 223000 jobs in L T
atl i it-and d of face that they put theirmoney where December compared with 256,000 the 1987 2000 2010 20 23
invasionof Ukraineinlate February. England i d their isanddon'tjusttalktough previous month, according to the labour T .
Thecostofshippinga 40ftsteelbox quarterpot i central butimp i aterises. department. -
i hh: bankers (; 3i ) tendto Rapid increasesin borrowingcosts The unemployment rate slipped to
crashed bout$8,300thistimel; ld al certainlyp i 3.5 per cent from a downwardly revised said Andrew Hunter, senior US economist  cent and leaving the index on track to
yearto$1,500. Used car prices have gone Thev could spark bouts intorecession. Theycouldalsospark 3.6 per cent. Wall Street economists had at Capital Economics. register its best start fo a year in more
i inthe UK wh h 7 P ‘bouts of financial turmoil that make the expected the world's largest economy to “That said, the softer gain in average than a decade.
oncecommanded ahigher valuethan of financial turmoil that gilt market panicoflastautumnlooklike | tack on 200,000 new jobs last monthand  hourly earnings suggests wage growth is London’s FTSE 100 gained 0.8 per cent,
newones. o : ablip. for the jobless rate fo hold steady at an nevertheless slowing and we sfill think the CAC 40 in Paris rose 14 per cenf and

Doesthismeanlessaggressionfrom make the gllt ma!.kEt pan i< ‘Turmoil would, asin the Bankof initially reported 37 per cent. the labour market will weaken more Frankfurt's Xefra Dax added 11 per cent.
theworld’s centralbanksin2023?Not. of last year look like a bl 1p England’scase duringthe LDI panic, Average hourly earnings rose 4.6 per markedly this year” The moves in Europe’s stocks came as
i diately. Afterp: i h send mixed signalsby forcing «cent year on year on a seasonally The two-year Treasury yield, which is the flash index of consumer prices in the
stimulusintothe economy duringthe policymakerstopropup pocketsof adjusted basis compared with 4.8 per sensitive to changes in Interest rate eurozone fell to 92 per cent for December
earlydaysofthepandemicand then favour. By th boththeECBand | financialmar il i tigh «cent the previous month. expeciations, slipped 16 basis poinis to from 101 per cent in November.

il pot thesticki the surge the BoEhadfollowed theFed’slead and creditconditions. Rate-setterswould be “The solid 223,000 gain in non-farm 429 per cent while the benchmark Data this week showed price pressures
inpricesuntilfartoolate, rate-setters deliveredjumboraterises of 0.75 exposed toeven more political pressure. payrolls and drop-back in unemployment  10-year yield fell 13bp to 359 per cent. eased more than expected in Germany,
willstartthe yearastheyendedit— percentage pointsoftheirown—a InEurope, French, Italianand Finnish | to a 50-year low in December will, at face Across the Aflantic, the pan-regional France and Spain, reducing pressure on

P ibility by remar P i i leadersh. i Y ined th value, do little to ease the Fed's concerns Stoxx Europe 600 added 1 per cent, the European Central Bank fo maintain its
talkingtough aboutfightinginflation. shockedinvestorseverywhere. Bythe theECB’sattemptstoreinininflationare | about resilient core services inflation,” taking its gains for the week fo 4.2 per aggressive inflation stance. George Steer
rhi ishrhetoricisnotjustabout | endoftheyear,eventh: japan puttingj d honthelt

buildingtrust. While headli had delivered e e ngwith hei ingtheriskof

ii b. TheU another i isi Markeis updaie
effectsoflast year’ssharpri herestintoli hesheer i i herthan
and food prices fall out of indices, price mightofthedollar. Centralbankersare inflation ‘makeforfewer
irelyfaded. loath toadmit toth i raterises. Thatcould, in turn, mean | H [®] B | =
pply 1 ketsexert. Butth pri i iseby3or 4 percenta us Eurozone Japan UK China Brazil
leadi i iceofgoodsb ofthesk falmost ymajor ‘yearfor the foreseeable future, and Stocks 'S&P 500 Eurofirst 300 Nikkel 225 FTSE100 ‘Shanghal Comp Bovespa
t i i andlabour cur yagainstthedollar —th inflation’ tofthe2per | Level 3876.92 175677 2597385 7699.49 3157.64 108808.22
marketcontinuetotroublecentral downbyalmost16 per centatonepoint centgoal thatrate-setterscrave. % change on day 181 116 059 0.87 0.08 108
banks. Andthenthereistheli in in2022,th Oper Thatisnotideal. Butafteraverymessy | Currency $ Index (DXY) $pere Yenper$ Sperg Rmb per $ Real per $
fearthat the pandemicand flare-upof centandtheyenbyalmostaquarter — 2022, sacrificil msofaperfect | Level 105520 1060 132420 1205 6859 5251
it avelefttheglobal | spooked them. Theirresp wasto landingf wu: B % change on day 0.55 0760 -1.087 1431 0209 2732
P £ 1oflow at P o Govt. bonds ear T ear Bund 10-year JGB 10-year Gilt 10-year bond 10-year bond
thanin2019 —which, iftrue, would Thisyearcouldbe oneofthoserare Yield By 3‘5-;;“” Mmm ':)?Cﬂ V;:ﬂ V;;m ::159
O liFemd =T e aeakiS ey aties e @ 2 Basis poinf changeonday __-15.010 10500 8450 7.800 0,800 30,600
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