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China balloons
cross Taiwan
airspace ‘very
frequently’

@ Island officials point to military use
@ US seeks debris from downed objects

KATHRIN HILLE — TAIPE|
JAMES POLITI AND
DEMETRI SEVASTOPULO — WASHINGTON

Dozens of Chinese military balloon
Hights have crossed Taiwan's arspace in
Tecent

governments have given little detail.

Previously, Taiwan's defence ministry
had only confirmed one incident in Feb-
ruary last year, in which multiple Chi-
nese balloons in four batches loitered

revealed, as US and Canadian authori-
ties search for the wreckage oftwo air-
borne objects which were shot down at
theweekend.

A senior Taiwanese official said the
Chineseballoons “come very frequently,
the last one just a few weeks ag
Another person briefed on the mancl
said such incursions were happening on
average once amonth,

China’s extensive military balloon
programme has drawn global attention
after the US shot down a suspected spy
balloon this month off the coast of South
Carolina.

The two objects shot down by US
fighter jets in recent days — one over
Canada’s Yukon territory on Saturday
and the other over Alaska on Friday —
wwere also balloans, the top Democrat in

Congress said yesterday;
Chuck Schumer, the Senate majority
leader, told television ch: 'l ABC he

T ‘the country.

Taiwanese government officials said
the Chinese balloons observed in their
country’s airspace normally fly atabout
20,000ft, much lower than the one that
traversed the US, and are made from a
different material. But the officials said
the balloons’ dimensions and payload
put them outside the scope of erdinary
weather balloons.

According to oiﬁcmls who deal with
military and intelligence issues in three
Asian countries, the balloons observed
over Taivwan were developed by the divi-
sion in charge of weapons systems
under China's Central Military Commis
sion, which is headed by president Xi

Jinping.

“Some of the balloons are fielded by
the PLA [People’s Liberation Army] Air
Force and some by the Rocket Force,”
said one Taiwanese official, adding that
military aircraft were regularly sent up

had been bricfed by US national secu-
tity adviser Jake Sullivan that officials
believe “they were [balloons] ... but
‘much smaller than the first one’

The National Security Colmc:l said:
“These objects did not closely resemble,
and were much smaller than, the PRC
[Peaple’s Republic of Chinal balloon
and we will not definitively characterise
them until we can recover the debris,
which we areworking on.”

Asian countries including Japan and
the Philippines have observed balloon
incursions into their airspace, but their

Clyburn rallies Democrats
for Biden re-election bid

Analysis » PAGE 4

According to people briefed on the
matter in Taiwan and one US ally, the
balloons have been collecting atmos-
pheric data for use in radar and missile
systems.

“Atmospheric specifics such as air
pressure and density at the time can
affect the accuracy of a missile after re-
entry into the atmosphere, and tiny
errors will be magnified a lot because of
speed,” said Kitsch Liao, assistant direc-
tor of the Global China Hub althne Atlan-

Building

ATurkish soldier in the south-eastern
town of Hatay walls among buildings
destroyed inlastweel’s earthqualce.
Turkish authorities have issued
arrest warrants for 113 dcwe]opm in

ASlA

Why Thai baht is the most resilient currency
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29,605 yesterday, according to the
country’s crisis management agency.
In Syria, 3,553 pEcrple have died, data

lled

aws Turkey arrests developers over
fears poor standards led to higher death toll

had been damaged by the 7.8 magni-
tude earthquake, which struck last
Monday across awide zone straddling

from
parts of the cmun.ry and civil d:fence

response to
that the huge loss of life was exacer-
bated by lack of enforcement of build-

ticCouncil,a’ i tank.
Rana Foroohar page 15

forcesin
Murat Kurum, Turkish environ-

Tl.le death toll in Turkey renched least 1mn indi

ment and urban planning minister,

mg standavds, leaving many -«pam whose teams have so far surveyed

more than 17,000 buildings, said at
idual units in Turkey

Goldman jobs axe should have fallen
sooner, Solomon admits to partners

JOSHUA FRANKLIN — NEW YORK
KAYE WIGGINS — HONG KGNG

David Solomon told a private gathering
of Goldman Sachs’ top executives that
he had erred by not cuttingjobs earlier
last year, according to people familiar
with the remarks.

Speaking to about 400 Goldman part-
ners at a closed-door meeting in Miami
last weel, the chief executive said he
took responsibility for being slow to
red T nread

“As the environment was growing
more complicated in Q2 of last year,
every bone in my body believed we
should be much more aggressive in
slowing hiring and reducing head-
count,” Solomon said, according to one

this year” at the partners’ meeting.

Solomon stressed the underlying
strength of Goldman’s business in trad-
ing and investment banking, which
have both gained market share in recent
years. That fact will form part of the

of the people with knowledge of the
remarks.

Goldman’s net profits in 2022 fell
almost 50 per cent from record earnings
in 2021 after a drop in investment bank-
ing fees, markdowns at its asset man-

agement finan-
HongKang ment in new projects when it became  cialtechnology division.
ndia apparent that there would be a signifi-  Thelay-offs ollowedaperiod of apid
Indonesia cant busi pushed into new

Goldman waited until January to cut
3,200 jobs, roughly 6.5 per cent of its
workforee,as part o the bank’ biggest
in years. Solomon
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businesses while also pausingan annual
cull of the poorest-performing employ-
ees duringthe pandemic.

Abank said “it would

ruary investor day, according to people
iar with the matter.

Some of the bank’s rank and file have
privately complained about Goldman's
focus on newer businesses, such as retail
banking.

“The hope s that, through this meet-
ing, we give the partners transparency
and they feel empowered to go out and
tell that sory to the people they work
with. 1 think we accomplished that,”
sm\l Encka Leslie, Goldman's chlc[

ive officer and co-chair of

have been unusual not to address

the partnership committee.
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» Deutsche Bank forex
probe finds rulebreaking
An investigation into mis-selling
‘has found that staff acted in “bad
faith” for years, pushingsmaller
Spanish companies to buy highly
complex derivatives.— PAGE S

» Shift in interest rate bets
Changes in futures markets have
shown that investors are starting
to accept the Fed's message that
cooling inflation will take more
tiime.— PAGE 5 WEEK AHEAD, PAGE T

» Fresh ‘Qatargate’ charges
Belgian socialist Marc Tarabella
'has become the second member
of the European parliament to be
charged with corruption over the
“Qatargate” scandal.— pacE 2

» Scholz sethack in Berlin
The conservative CDU has won
rerunclections in the German
capital, according to projections,
inablow to the chancellor's
centre-left party.— pace 2

» Meta lines up new job cuts
The social media company has
delayed finalising budgets as it
prepares more cuts under Mark
Zuckerbergs plan tolimit costs in
his “year of efficiency”.— pace 7

» Lawyers’ bonuses dry up
Sign-on payments for joining big
US and UK firms, which broke
records in 2021, have dried upas
the decline in dealmaking takes a
heavy toll on the sector— pace's

Datawatch

Maternity matters
% of respondents with these concerns

O
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Dissatisfaction with maternity care in

eral people
|

fallen back to pre-Covid
levals and, conti

in the pursuit of suspect d
The issue threatens to undermine
President Recep Tayyip Erdogan in
elections duein May.
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fo rise. Some 38 per cent of services are
nowrated as ‘requir improvement”or
‘inadequats), up from 31 per cent last year
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Corruption scandal

Second MEP charged

Belgian socialist accused
of accepting bribes to
shape EU policymaking

ANDY BOUNDS — BRUSSELS

Asecond member of the European par-
liament has been charged with corrup-
tion and another arrested as Belgian
prosecutors continue their investigation
intothe “Qatargate” scandal.

Marc Tarabella, a Belgian socialist,
was remanded in custody on Saturday
clmgcd with con mpnun,

AndreaCozzolino, an Itali ialist,

cise his rights against tl

‘was arrested at aNaples hospital on Fri-
day night, according to his lawyer. The
Belgian federal prosecutor’s office con-
firmed the arrest and said it was seeking
s transfer to Belgium.

Belgian authorities claim that they
and others took bribes from Qatar and
Morocco to shape EU policymaking

Cozzolino’s lawyer, Dimitri De Beco,
said his client was undergoing treat-
ment for a heart problem. “Our client is
opposed to his transfer to Belgium. We
immediately sought and obtained his
release. The Naples appeal court con-

therewas

on Friday, nght dzv& zrm parliament
lifted his immunity from prosecution.
He denies the charges.

d lient of his liberty in these
conditionshesaid.

He added that his dient “hasreturned
home, where he will continue to exer-

accusations”.
Tarabella is the sixth person to be
charged with the same three offences.
Eva Kaili, a Greek socialist MEP who
was vice-president of the parliament,

Qatar’s alleged motivation
was to blunt resolutions
condemning its treatment
of migrant workers

remains in detention. So does Pier Anto-
nio Pangeri, a former MEP who ran a
human rights charity, and Francesco
Giorgi, his former assistant and Kaili's

partner. Niccald Figa-Talamanca, secre-
tary-general of another human rights

group, was released on bail on February
4. Panzeri’s accountant, Monica Ros-
sana Bellini, was arrested in Milan last
month.

Panzeri, believed to be the head of the
group, has struck a plea bargain and
admitted working for foreign countries,
the federal prosecutor has said. Giorgi
has made a partial confession, accord-

to documents seen by the Financial
Times, while Figa Talamanca, Kaili and
Bellini deny wrongdoing.

Figh-Talamanca, secretary-general of
No Peace Without Justice, released a
statement on Saturday saying he was
grateful to be released from prison and
would continue his fight for human

in ‘Qatargate’ probe

found €1.5mn in cash at the homes of
Panzeri and Kailiand in asuitcase in the
possession of Kaili's father.

On Friday, they also searched a safe-
depositbox used by Tarabella at a bank
in Litge and several offices in the town.
hall at Anthisnes, in southern Belgium.
where Tarabella is mayor.

Qatar’s alleged motivation was to
blunt resolutions condemning its treat-
ment of migrant workers ahead of the
Warld Cup and secure visa-free travel
for its citizens. The Qatari government.
has denied the accusations.

‘Morocco allegedly sought support for
its claim to sovereignty over the West-
ern Sahara, and deals with the EU over
fishing and agricultural product trade.
The

st in Ttaly: Police say they

denied any
swiongdoing

Germany

Blow for
Scholz’s SPD
after CDU
wins Berlin
poll rerun

GUY CHAZAN — BERLIN

‘The conservative Christian Democratic
Union (CDU) has won elections in the
German capital, Berlin, according to
projections, after arerun of a poll held
in 2021 that was so chaotic its results
werenullified by the city's top court.

The result is a blow for German chancel -
lor Olaf Scholz and his party, the left-
of centre Sacial Democrats (SPD), who
have governed Berlin in shifting coali-
tions for the past 22 years. According to
CGerman TV it was the party’s worst per-

Defence. Munich conference

Germans divided over national security reform

Move to take more assertive
role in Europe held up by
tensions in ruling coalition

LAURA PITEL — BERLIN

On the eve of the first anniversary of
Russia’s invasion of Ukraine, German
officials had hoped to use this coming
weekend’s Munich Security Conference
to unveil their long-awaited national
security strategy.

But disagreements in Chancellor Olaf
Scholz’s governing coalition have put
paid to those plans. The annual secuity
gathering, dubbed the “Davos of
defence”, will most likely not be the
place to showease progress on his prom-
ised Zeitenwende, or historic turning
point, that pledged a more assertive role.
for Germany in European defence,

The dispute centres on a disagree-
‘ment over whether Berlin should set up.
2 US-style National Security Council, an
idea that some Cerman ministries fear
«could hand too much power to Scholz’s
office.

“The issue is: how much of the brain
and the muscleinthat set-up should rest
with the chancellery and how much
with the other ministries,” said a person
familiarwith the discussions.

Another put it more bluntly: “It’s a
power question”

German diplomats and some western
allies have argued for more than 10
years that Germany needs a coherent
approach to national security that
matches its polmcal a:\d economlc

Official visit:

man policy documents addressingseeu-

Chancellor Olaf
Scholz meets
German troops
taking part in an

rity over the years, there has never been

a“trulyintegrated, cross-ministry strat-

egy”, according to Sarah Brockmeier, a

researcher at the Peace Research Insti-
s

standing— and
the blindness policymakers showed to
the isks of depending on Russian gas.
Scholz’s government, which came to
power in December 2021, included a

Liineburg
Heath, northern
Germany,in
October

in
to produce anational security strategy.
Russia’s full-scale invasion of Ukraine
the following February brought a new
urgency tothetask.

“Facing up to this nuclear armed big
powerin Europe — Russia—we have to
get our wits together,” said Ekkehard
Brose, a former diplomat who now
heads the government-funded Federal
Academy for Security Policy. “There'sa
very concrete challenge, not just an
abstractrealisation that thisiswhat oth-
ersexpectofus’’

While there have been various Ger-

Rarers

She pointed to two events in 2021 —
Berlin's chaotic handling of the interna-
tional withd: 1 from Afghani:

which left Afghans employed by the
German army at the mercy of the Tali-
ban, and the devastating floods in Ger-
many's Ahr valley — as examples of
where greater strategic planning and
clearer decision making could have lim-
ited the damage.

The task of leading the process to
draw upanational security strategy was
handed to Annalena Baerbock, the
Green foreign minister. She said Ger-
many needed to think of national secu-
rity as much more than “military plus
diplomacy” and called for the country

to China. Bacrbock has pointedtothe  “p i

role Mt s, kgt and . LACLIEUD

Versities in making strategically impor-  to this

tant decisions, and called for the strat- e

egy to encompass the response to the .

fallout from climate change and trade ~ armed| big

policraswrellascyberattacksand con- 1w )

ventional warfare. A separate policy on

Berlin’s ionship with Beijing is  EUrOpe —

expectedtobe published once the over- e

allstrategy is finally settled. Russia —we
The disputes that have held up the  have to get

plan, aceording to one of the officials it

‘riefad on the detalls, includethe ques.. OUL WIES

tion of whether to include a commit- together

ment to meet Nato's requirement of
spending at least 2 per cent of gross
domestic product on defence. There is
also disagreement on how to co-ordi-
nate the response to natural disasters.
But the most sensitive issue is the idea
of establishingan NSC such as the ones
in the US and UK that bring together
ministers from across government

to “rigorously address our cconomic
i

iallywhenitcame  alongwith

‘the intelli-

gence services and other agencies. The
bodywould almost certainly be based in
the chancellery. But Baerbock's foreign
ministry is reluctant to hand too much
power toScholzand his team.

Christoph Heusgen, a long-serving
foreign policy adviser to former chan-
cellor Angela Merkel who is now the
chair of the Munich Security Confer-
ence, said last week that the previous
government never even broached the
subject“because we knew it would rep-
resent the kind of fundamental breals,
the kind of structural change, that
would be impossible to masterin acoali-
tiongovernment”.

Advocates of a German NSC argue
that the chancellor already has the final
sayoncritical issues such as last month's
decision to send Leopard 2 tanks to
Ukraine.

“Ultimately, for crisis management, it
happens anyway,’ said Julia Fried-
lander, a former member of the USNSC
who now heads the Berlin office of
Atlantic Bridge, which promotes closer
ties between Germany and the US, “But
there has to be some sort of more for-
malised structure for communication.”

Some argue that a security council is
1o fail-safe against bad decisions.

Lord Peter Ricketts, a former senior
British civil servant who helped set up
the UK’s own NSC in 2010, said its ver-
sion had failed to prepare for coronavi-
rus even though a pandemic had been
set as one of the top risks facing the
country. “There’s an issue about
progress chasing and follow-up,” he
said. §till, he believed that Germany’s
“disjointed” system would benefit from:
an NSC to improve co-ordination and
promote long-term thinking.

Berlin has sought to play down the

in the capital since the second
world war.

“The Berliners have made their views
clear, they want something else,” said
Franziska Giffey, the city's SPD mayor.
“We have to exercise some humility in
thissituation.”

The victorious CDU said the result
was a vindication of its campaign mes-
sage that Berlin was a “dysfunctional”
city that needed a radical change of
course, That perception had grown
among many voters after New Year's
Eve celebrations in the capital degener-
ated into a full-scale riot, with violent
attacks on police and firefighters.

Baut itis unclear whether the Christian
Democrats will be able toform a govern-
ment in a city where the majority tradi-
tionally votesleft. Most of the other big
parties have no interest in teaming up
with the party. “You can only create a
government once you've formed a
majority in parliament and there are
options there beyond the CDU” the
former mayor of Berlin, Michael Miller
told ARDTV yesterday.

But leading Christian Democrat poli-
ticians insisted that they should now
take power in Berlin. “The CDU gained
10 percentage points and the govern-
ment got a shellacking.” said Carsten
Linnemann, deputy head of the CDU's
parliamentarygroup. “There was a clear
winner and the people now expect that
thiswinneris given the chance toforma,
government.

Kai Wegner, the CDU’s leader in Ber-
lin, said there were “two options for sta-
bl two-party coalitions” — one betyreen
the CDU and SPD, and one between the
CDU and the Greens.

But although the CDU won the elec-
tion, it is likely that the city will con-
tinuetobe ruled by the three-way coali-
tion between SPD, Greens and Die
Linke, a hard-left party, that has gov-
erned itsince 2016.

Projections based on exit polls broad -
cast by ARD put the CDU on 27.4 per
cent, the Greens on 18.5 per cent, the
SPD on 183, Die Linke on 12.6 per cent
and the far-right Alternative for Ger-

of the di A
spokesman for Scholz refused to be
drawn on questions about internal dis-
putes at a press conference last month,
saying only that the discussions were
“progressing well” and that the strategy
would be finalised before the end of
March.

But experts wonder what will be left,
and whether it will be too watered down
tobe meaningful — perhaps by ducking
the decision on forming an NSC. Rick-
etts cautioned against that: “A national
security strategy without a National

Security Council s only halfway there —
it's justadocument.
Additionalreporting by Guz Chazan

y on9per cent.

Yesterday'selection was thererunof a
poll held in September 2021 which was
so chactic that its results were nullified
by Berlin's top court. It was the first
time in Germany’s postwar history that
a regional election has had to be
repeated. Inthe 2021 election, Berliners
had to queue for hours at polling sta-
tions, which ran out of voting papers
and ballot boxes. Some stayed open late
to cope with the crowds, when broad-
casters were already calling the result.

Election observers from the Council
of Europe, the continent’s top human
rights body, were in Berlin yesterday to
meonitor the poll.
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Cost of living

Poland’s shoppers grapple with rising cases of ‘shrinkflation’

RAPHAEL MINDER — WARSAW

A trip to the supermarket in Poland
now requires not only a full wallet but
also a magnifying glass to check the
fine printon the packaging.

Parents tasked with wiping their chil-
dren’s runny noses this winter have
been caught out by packets containing
not 10, but eight tissues. The health con-

ious b found their half-kilo tubs of
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kefir cut to 420g. The famous “Bird’s
milk” chocolate box sold by local con-
fectioner Wedel now contains just 340g
of the sweet stuff, down from 360z in
December.

‘With inflation at about 17 per cent —

cheaper metals to finance their empire
building, to bakers in the Middle Ages,
whotried to prevent bread riots by sell-
ingsmaller loaves.

In Poland, following a surge in pro-
ducers’ energy costs triggered by Rus-
sia's full-scale invasion of Ukraine, con-
sumer goods companies have devised
sneaky albeit legal ways to hide the fact
they are forcing their consumers to pay
the same for less. They are reshaping
bottles and tubs, thinning down clean-
ing sponges and reducing the size of
their bags of crisps.

Polish economist Rafal Mundry, who
has been compiling a “shrinkflation”
database for four y Ms described it as

almost double the
retailers and food producers in Pc-land
are resorting to a practice as old as price
pressures to hide the rise in costs from
their customers.

Y ahion i b ination that iy
people unfortunately don’t notice or
don’teveneverthink about”. With infla-
tion at a 25-year high, Mundry said
packagingwas being changed “ona scale

That practice is “shrinkflation”, a phe-
nomenon that involves skimping on the
amount — or quality — of produce sold
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to rather than raising the
cost of the item itself. It is a technique
that has been used by everyone from
Roman emperors, who debased silver
and gold coins with copper and other

As in many other countries, Poland's
statistics office calculates inflation by
focusing on the cost of items based on
their actual weight rather than the for-
‘mat in which they are sold. If a confec-
tioner cuts the amount of chocolate in
each of their bars, this will show up in

the statistics. Yet those cuts may not be
spotted by consumers doing their
sweeklyshop.

Consumer gaods producers argue
that they haveittle choice but tarely on
customers’ reluctance not to check

dishwasher detergent in batches of 46
tablets, down from 50.

In some cases, soaring production
costs are also getting passed on to con-
sumers by using cheaper ingredients,
something that is even harder for con-

familiar items, as their p:
have soared by 30 to 40 per cent on the
backofhigherinflation.

Pawel Bajorek, regional director of
UK consumer goods company Reckitt
Benckiser, said: “You cannot just

totrack

Mundry has found more palm oil in
his butter, less Auoride in his mouth-
wash and more glucose syrup being
substituted for sugar in his confection-
ery.In almost every case, he said, the

Amongits flagship products on sale in
Poland, Reckitt is now selling its Pinish

Y
Rul,lm BOS  pooipgs

Cutbacks:a packet of herbal teasold
in Poland now has fewer bags

change hadt hat hehad to
compare new labels with older ones to
identify it.

‘He mostly shops at Biedronka, one of
the biggest supermarket chains in
Poland, but he has found similar issues
inother stores.

Katarzyna Grabarna, brand develop-
ment manager at Biedronka, said that
altering the weight or content of own-
brand products was not "our focus when
itcomes to lookingfor savings”".

still, Mundry worries about the qual-
ity of what people now buy ininflation-
hit Poland. “It’s very surprising to me
how the ingredients in some products
have recently been changed, unfortu-
natelynever for the better,” he said.
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Turkey’s Syrian
refugees suffer
double tragedy
in quake zone

‘War victims” hopes for a safe place
to call home have been dashed again

RAYA JALABI — GAZIANTEP

Um Anwar fled Syria for a new life asa
refugee in the southern Turkish city of
Gaziantep. When, carly on Monday last
weel, the rundown apartment block
she now calls home began to shake
uncontrollably, she found hersclfjolted
backto her previouslife.

“Ifelt like I was back in Syria under
the bombs.” said the mother-of-two,
whoused a

Gaziantep make up more than a fifth of
the city’s population. They came to
escape the brutal war that erupted in
2011, and have painstakingly rebuilt
theirlives while grappling with the scars
of conflict. For many, it wasto be astop
onthe waytoanewlife in Europe.
That dream died after '[‘urkzy struck
& deal with thz EU to halve the flow of
tsinto Europe, where
governments were alarmed by the

to
7 sl Jrvicg i e govirminmcat el
city of Aleppo.

The huge quake that struck south-
castern Turkey and northern Syria was
a tragedy for all those affected. But for
Turkey's n:u}y e refugees,

the

Instead they stayed, amid rising anti-
Syrian sentiment in their new home. Yet
for most Syrian refugees, lifeis betterin
Turkey than Lebanon or Jordan, which
took in people fleeing the war but have

‘Iranout of
my house
with just
the clothes
onmy back.
Ihave
nothing.
I'veno idea
where I'm
going to go
or whatI'm
going to do’

in a trolley

in Elbistan,
Turkey — wemet
ooy ages

y

grief was mmpqunded by the familiar
sense that their hopes for asafe placeto
call home hadbeen dashed once again.
Turkey has welcomed more Syrian
refugees than any other country, giving
themshelter, allowing themtoworkand
providingaccess to healthcare and edu-
cation. Turkey says it has spent more

“They said the mosque
[shelter] had to prioritise
Turks. It's always the same
story: they hate us’

Nour lost his parents’ home when
their building collapsed in central
Gaziantep. But dozens of his Turkish
neighbours, who had kept vigil for their
own missing relatives all week, were by
his side when he received the dreaded
news that his brother, sister-in-law and
six-month old nephew were found
under the rubble. “We share the same
excruciating pain,” he said.

Many of the Turks caught up in th:

to flee

FT NON-EXECUTIVE
DIRECTOR DIPLOMA

quake managed to
family or friends in cities further nbrth

But the majority of Syrians in Turkey,
without money, carsor a network to call

than $40bn accommodating the new
arrivals. But the quake struck at a time
of worsening public hostility towards
Syriansin Turkey, exacerbated by a cost
oflivingerisis. Tt also comes two months
before a general election set for May
that experts say will further politicise
their plight. The refugees fear they will
be the ones to lose out in the allocation

In the aftermath of the disaster Abu
Alwaleed has been living out of a two-
door van with more than a dozen family
members. The 35-year-old is trying to
find the money to get his family out of
the quake zone but peopleare charging
§750 to make the 1,140km journey by
car to Istanbul, an unimaginable sum
for those living hand-to-mouth.

Mona another of

taskof reconstruction.
“All political parties made nnreahsu:

Gaziantep's Syrians, found temporary
shelter with a friend outside theccity. °T

promisesto play on

clothes

constituency and harvest votes by
blaming many woes on Syrians,” said
Omar Kadkoy, an expert on migration
at Ankara-based thinltank Tepav.

“There are even a few politicians who
saw in the aftermath of the earthquake
an oppertunity for populisn. This will
fan nativism and further hamper the
thinly stretched social cohesion
between Turksand Syrians.”

Anwar and her children are staying
with friends, but other refugees have
not been so fortunate. One former
neighbouring family of 10 is camped

ide thei helter

on my back. I have nothing” she said.
“I've no idea where I'm going to go or
‘what I'm goingtodo,” she added.

'Most of the Syrian refugees would rec-
ognise such sentiments. Layal Khleif
recounted how she and others were
sheltering in a mosque in Akgakale, a
border town about 125 miles from
Gaziantep, when a group came in and
threw them out. “They said the mosque
had to prioritise Turks,” she said. “It's
always the same story: they hate us.
‘They raise our rents, won't give us resi-
dency cards and won't even let us into

underaplastic tarpaulin.

Lt s a scene replicated across the poor-
est pockets ofa city that, only 40 miles
from the cpicentre, felt the full force of
the quake. Days after the disaster, the
displaced huddle on roadsides, sleep in
carsorshelter inovercrowded mosques.

The nearly 500,000 Syrians in

The tumultuous events of the past few
days have even left her asking whether
it was time to pack her bags and return
home to Syria. “If the Turks don't want
‘me, maybe I'll just have to go back. My
house was bombed out during the war
but at least there are people I know. So
my family won't starve”

Building standards

Developers face arrest as
death toll exceeds 33,000

/ADAM SAMSON — ANKARA
AYLA JEAN YACKLEY — ANTAKYA, HATAY

Prosecutors have issued arrest war-

aged by the carthquake, and a series of
aftershocks that followed, said Murat
Kurum, environment and urban plan-
have sofar

rants for scores of devel as the

scoured more than 1

death toll from last
in Turkey and Syria exceeded 33,000
and the security situation in some

The death toll in Turkey reached
29,605 yesterday, according to the coun-
try's crisis agency. In

Turkish investigators have identified
131 people ofinterest in a wide-ranging

Syria, 3,553 have died, data from state
‘media in regime-controlled parts of the
country and civil defence forces in

probe
113 arrest warrants, Fuat Oktay, vice-
president, said in a press

‘The security situation in parts of the
disaster zone yester-

carly yesterday. Several people have
already been detained, according to
state-run media.

The inquiry, which is being led by
almost 150 local offices, is

day and some rescuc teams suspended
operations over concerns for their
safety. German rescue workers reported
that gunfire was heard amid looting and

the latest sign of how Turkish president
Recep Tayyip Erdogan is attempting to
address mounting criticism over lax
enforcement of building standards,
which many seismology and civil engi-
ncering experts say led tomany higher
deaths from last Monday's 7.8 magni-

fHatay.

The international response to the
incident has also accelerated. Qatar’s
emir, Sheikh Tamim bin Hamad al-
‘Thani, met Erdogan yesterday. Greece’s
foreign minister, Nikos Dendias, trav-
elled to southern Turkey yesterday
along with his Turkish counterpart,

tude earthquake. Meviiit Gavusoglu.
The disaster comesjust three months _ Meanwhile, Germany has cwnfm:d
bef tto thatitwouldi:
b v in ‘There are about 3mn elh—
inpower. nicTurkslivingin Germany.
At least 1mn units have been dam-  Additional reporting by Guy Chazan

https://ft.pressreader.com/v99f/20230213
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Monetary policy

Fed’s signals on interest rates start to sink in

Investors accept central
‘bank guide that tightening
‘will continue in near term

JAMES POLITI — WASHINGTON
KATE DUGUID — NEW YORK

Investors arc betting on a longer period

cut by the year-end. As recently as last

ruary lwould be its last. But those

week, they had peakof
about 5 per cent in May, with two rate
cuts by theend of 2023.

‘have recently deflated as
investors’ bets on where inflationwill be
in a year’s time have sltpptd up from

The shift came after a
cmployment report that showed the
Iabour market surged by half a million
jobs in January. Investors have for
months been betting that a rapid decel-

of higher interest rates. beginto
accept the message from US Federal
Reserve officials that more time is
meeded to cool inflation in the face of a
resilient labour market.

Futures markets show that investors
expect rates to peak slightly above 5 per
cent in July, with only one interest rate

eration in i ion would allow the Fed

about 2.4 per cent jobs repor

Christopher Waller, aFed governor,
said on Wednesday: “Some believe that
inflation will come down quite quickly
this year. That would be a welcome out-
come. But 'm not seeing signals of this

enough clear guidance about its policy
path. After the last Federal Open Mar-
ket Committee meeting, Jay Powell, Fed
chair, struck a more dovish tone before
reverting to what seemed to be a more

t0 3.9 per cent as of Frid:
Refinitiv data. The shift in interest rate
expectations takes investors closer to
the Fed’s official projections that were
pub].\shed in December, although they

S e ciakn sl
1am prepared for a longer fight to get
inflation down to our target.”

Also on Wednesday, John Williams,
president of the New York Fed, said:

“I think the Fed is taking 2 big risk by
not dictating the narrative,” said Gre-
gory Daco, chief cconomist at EY Par-
thenon. “The Fed is cxposing itscl 1o

central bank’s  “Weneed -
quarter of this year, despite the insist- rxpmannn that it will not cut interest fpolicy. i d an-uanfs con-
ence of central bank officials that they  ratesuntilatleast2024. mmnlnlzinﬂ]atlnrakwy«usmmzke sumerpncemdexw\llbexhe latest test
had noplansto doso. This week, senior US monetary poli- inflati ofth ill provide key
Some market watchers, including  cymakers sought to reinforce theFed’s  But even though markns arc now  evidence of whether the pace of price
Murgsn Stanley, had bet that the Fed’s  message, i expecta with the Fed s slowis
point i Feb- ick i tightening. worry it is not giving ompanies

Influential congressman rejects
concerns about president’s age
and says he should run again

LAUREN FEDOR AND ALEC RUSSELL
WASHINGTON

Jim Clyburn, the South Carolina con-
‘gressman whose endorsement proved
pivotal in Joe Biden’s pursuit of the
‘White House three years ago, has said he
believesthe US president deserves a sec-
ond term, marking the latest sign that
national Democrats are rallying around
aBiden re-election campaign.

In an interview this week with the
Financial Times, the influential mem-
ber of the Democratic leadership dis-
‘missed concerns about the president’s
age and said he saw “no reason” for
‘Biden not to seek four more yearsinthe
‘White House. Biden has repeatedly sig-
malled that he will run fora second term,
but has stopped short of formally
launchinga re-election campaign.

“Iwant himtorun . .. Isee no reason
for i ok forrun? Clybarnsd. Kol T
am very hopeful that he should run. T
think he is deserving of a second term. 1
do not believe that anybody can doa
better job of trying to get us back on
track”

Clyburn iswidely credited with reviv-
ing Biden’ faltering presidential cam-
paign in 2020, helping the former vice-
president win the South Carolina pri-
mary and then sweep the so-called
Super Tuesday contests by helping
boost African-American turnout.

Afailure to gain Clyburn's backing for
a second term could have thrown
‘Bidens re-clection candidacy into ques-
tion. But the Democratic congressman,
‘who isa trusted informal adviser to the
president, said he fully backed a Biden
re-election bid.

“He still may not doit. But he has got
tokeep building to that point,” said Cly-
burn, 82, calling Biden “as decenta per-
son as youcan have”.

Clyburn made headlines shortly
before last November’s midterm elec-
tions when he said at acampaign stopin
North Carolina that he would not com-
‘ment on Biden's re-election prospects
until the midterms were over.

But this week Clyburn credited Biden
with the Democratic party’s strong per-
formance in the elections, where they
did better than expected in several key
races, holding on to control of the US
Senate as they lost the House of Repre-
sentatives bya narrow margin.

Clyburn's support comes after Biden
backed an overhaul of the Democratic

White House. 2024 election

Key Democrat backs Biden for four more years

and lowa.

Vital support: primary schedule that makes South
Democratic Carolina the ﬁm contestin the nation,
Jim Clyburn asncnum]banlegbund.

credits Joe Biden
with the
party’s strong

Clyburn was adamant that he and
Biden did not discuss the changes in
advance. The Democratic National

cerns that Biden, 80, is too old toseck

the midterms.
[e—

‘ommittee
spm—kmg outrage among party activists

'He wanted Saulh Carolina first. I
wanted South Carolina to stay right
whereit was,” Clyburn said, likening the
state to a “clean-up” hitter in baseball,
traditionally the most powerful hitter
on the team whois fourth in the batting
orderandreliedupon for scoring runs.

Asked why he thought Biden had
made the move, Clyburn replied:
“Because I think he’s planning to run

Clyburn spoke to the FT on the heels
of a State of the Union speech in which
Biden clashed with House Republicans
and made an impassioned pitch for his
economic agenda. At several points in
his address, the president went off-

script — something Clyburn welcomed.
“Toften say to th: pmsxd:m thatitis
onethin, Itissome-

another four years in the White House. Iwant him

Ifre-elected, Biden would be theoldest  LO TUN. 1

pn:snlcm to take the oath of office in US think heis
'Weil]ag:d.\ff:mnl}y”clybumsald deserving

nnungl:ha.thtnv{"astwa_ymmqlderlh.an ofasecond
P -“They

about. . . Ronald Reagan. How many  term. I do

people said Ronald Reagan was too old? i

Do you remember in his debate with not believe

Walter Mondale, the classicline?” that
Ina1984 presidential debate, Reagan, =

B i s ADYDOAY

tor’s question by quipping: “Iwillnot candoa

make age anissueof thiscampaign. Iam  byetter job

not going to cxploit, for political pur-
poses, myopponeat'syouth and inexpe-
rience”

Reagan ultimately defeated Mondale,
his Democratic opponent, by a land-
slide, securing more electoral college
votesthanany presidential candidatein
UShi

Clyburn shied away from comment-
ing on Biden’s potential Republican
challengers for 2024. So far Donald
Trump remains the only Republican to
formally enter the race. But several

thing clse to engender emotions,” Cly-
burnsaid. “Ithink that is what he did”
The congressman brushed aside con-

polls show’
tis leading Trump amonglikely Repub-
lican voters, and Nikki Haley, the
former governor of South Carolina, is

expected to launch her campaign in
Charleston next week.

Asked about Haley and Tim Scott —
the Republican senator from South
Carolina who has also been mooted as a
passible candidate — Clyburn paused
for several seconds, before saying: “T
don’t messwith Republican politics”

suggested that the

Autonomy threat
Investors
uneasy after
Lula’s attacks
on Brazil’s
central bank

BRYAN HARRIS — SAO PAULO

Brazilian leader Luiz Indcio Lula da
Silva has reignited investors’ concerns
about his new leftwing administration
after repeatedly eriticising the presi-
dent of the country’s central bank and
questioning whether the institution
should remain independent.

“Is this country doing well? Is this coun-
try growing? Are people’s lives improv-
ing? No. So, [ want to know what inde-
pendence was good for,” said Lula this
month, referring to the official auton-
omy granted to the central banlkin 2021
under the previous administration of
Jair Bolsonaro.

“Twill wait for this citizen [bank presi-
dent Roberto Campos Neto] to finish his
mandate so we can make an evaluation
of what the independent central bank
meant”

Lulaisirritated by the bank’s 3.25 per
cent inflation target, saying it is too low
for “Brazilian standards”. By refusing to
cut rates, now at 13.75 per cent, more
quickly, Lula believes the bankis harm-
ingthe wider economy.

“There is no reason for the interest
rate to be at 13.75 per cent. Does Campos
Netowant toachieve European inflation
standards? We have to reach a Brazilian
standard. An inflation rate of 4.5 per
cent in Brazil, of 4 per cent, is a good
thing if the economy is growing,” said
the 77-year-oldin one of his almost daily
attacks onthe bank thisweek.

'l'h: central bank declined to com-

Elec(:d last year on pledges to tackle
poverty and improve Brazilians’ quality

of life, Lula is under pressure to show
results, with forecasts suggesting Latin
America's largest economy will this year
growlessthan 1 per cent.

But his attacks on Campos Neto, a
largely respected technocrat, have
already sent jitters through the market,
with investors revising up inflation
expectations.

“To fight inflation we need credibility
in the institutions and this threat [from
Lula] is really backfiring, as we can see
interest rates and inflation expectations
rising,” said Rafacla Vitoria, chief econ-
omist at Inter bank.

Alessandra Ribeiro from the Tendén-
cias consultancy added: “Because it is
the president speaking, he generates a
lot of uncertainty. And there are imme-
diate effects. Future interest rates rise,
the exchange rate depreciates, and the

‘Many fear that Lula’s administration

The
primary calendar dﬂngc would put
down

any possible challenge from a fellow
Democrat, citingthe example of Lyndon
B Johnson, the Democratic president
who abandoned a re-election bid in
1968 after nearly losing the New Hamp-
shire primary to Eugene McCarthy, an
antiwar lawmaker.

“Lyndon Johnson . . . got creamed in
New Hampshire andit derailed his pres-
idency, and he quit,” Clyburn said.
“That is not lost on Joe Biden, and it
damnsureis not lostonme.”

No Democrat has so far publicly sug-
gested a challenge to Biden for the
party’s nomination. Asked whether he
thought Biden would face any competi-
tion from within the party, Clyburn
replied: “No, I don't thinkso.”

But he struck a cautionary note, add-

is ing that of former leftwing
president Dilma Rousseff, who pressed
the bank to adapt monetary policy to
suit her political agenda and whose mis-
management of the economy was
widely seen as a factor behind Brazil's
deepestrecession from 201402016,

Lula’s rhetoric has been taken as a
green light by allies to increase attacks
against Campos Neto, with some sug-
gesting the Senate should remove him
from office on the grounds of misman-
agement. Underthe termsof the central
bank autonomy law, the bank presi-
dent’s mandate should run until the end
0f2024.

Luiz Fernando Figueiredo, a former
director of the central bank, said its
independence was a “necessity” that
granted credibilityto itsdecision-mak-

“Ifth Luladonot

ing: “However, nobody anyone
S Lyndon Johnson. You
can'tflyin

ing.
subside, theywill mpact the cconomy”

East Asia

‘Dark horse’ Ueda upends expectations for choice of next Bank of Japan governor

KANA INAGAKI AND LEO LEWIS
ToKYO

Prime Minister Fumio Kishida was

bank adopted its zero-interest rate pol-

tackling the contentious plvut away

Ueda, professor emeritus of the Univer-

icy in the late 1990s. But the respected

fromadecade ofultra-loose
Kishida's admlmstnhwn had fac:d
e

monctary policy expest, who has
ied

nlDemu-

to be the Bank of Japan’s next governor
from a conventional shortlist, as
Haruhiko Kuroda prepares to step
down after adecade at the helm of the
central bank.

Instead, the Japanese leader sent shock-

‘waves across global markets on Friday

following reports that he had broken

with tradition and picked an outsider to

Japan’s policy and political cstablish-
st Kazuio Ued:

warn unwinding
Japan's ultra-loose stance, would face
theimposingtask of steering Asia’s most
advanced economy towards interest
rate normalisation.

Following reports of Ueda's selection,
the yen briefly gained 1 per cent against
the dollar, while the yield on 10-year
Japanese bonds hit 0.5 per

sity of Tokyo with a PhD in economics
from MIT, did not belong to the refla-
tionist school dm favours massive

i led by late
former prime minister b Al 1o
nominate a candidate who would not

“He lsxv:rypnl.mrz]]y hmmd -
son. The endof

Following reports of hi fonon

Friday, Ueda told reporters that he

will to
keep yields on 10-year government
istorically low drai

icy wasappropriate.

“For now, I think it is necessary to
continue easing measures;” he said. “[
havebeen

'veer from the “Abenomics”™

that und:rpinned the BoJ's ultra-casy
monetary pol
Acc\mimg e witht Lhe
Kishida

cent — the upper limit of the BoJ's trad-
ingband.
A previous report suggested that the

nominate Ryozo Himino, fnrmrr com-
missioner of the Financial Services
Agency, and Shinichi Uchida, a Bo]

Masayoshi

executive central role

1f the Diet approves Uedas nomina-
tion as expected, it would be the first
time in postwar Japan that an academic
is appointed central bank chief, a role
that had historically rotated between
officials from the Bo] and the finance
‘ministry.
Ueda is not a complete stranger to the
central bank; he was a board member
from 1998 to 2005, and helped intro-
duce forward guidance whenthe central

Amamiya, the BoJ’s deputy governor
who was considered the top candidate
for the job. But one of Kishida's advisers
had warned against assuming the nomi-
nation was a done deal. “There is still
the possibility of a dark horse candi-
date,” hesaid.

Analysts said the sccretive process

el g

in shaping Japan’s monetary policy, as
deputy governors.

The 60-year-old Uchida is considered
a star and future governor candidate
inside the BoJ, with ties to the global
banking community. People close to the
central bank said Ueda, 71, would be
likely to rely heavily on Uchida in craft-

mination to choose a governor who
would be able to transcend politics in

https://ft.pressreader.com/v99f/20230213

policy.
Masatoshi Kikuchi, chief equity strat-
egist at Mizuho Securities, said that

Ammyawas:l:ckd Kﬂcw.:hlad\ied.

Kazuo Ueda: wary of prematurely
unwinding Japan’s ultra-loose stance

Iwant to make various decisions logi-
cally and explain in a dlear manner.”
Ll Ry

interest rates, which remain in negative
territory at minus 0.1 per cent.

But most analysts expect the new gov-
ernor to stick with the zero-interest rate
policy for the foreseeable future.

The Bo] is facing strong market pres-

Timesto comment further. easing as Japan’s core inflation rate —
Other analysts, however, qll:sumud which excludes volatile food prices —
whether asignofa 4percent.
di i d  But th has argued that
ice led toasust

job.
One person with direct knowledge of
the discussions said Amamiya himself
had recommended Ueda after declining
not bein

able rise in wages and that loose mone-
tary policy was still needed to support
the cconomy amid risks of a slowdown

aposition to review the BoJ's monetary
policy in a fair manner as one of its pri-
mary architects. Amamiya did not
respondtoarequest for comment.
After Kurodasteps down as governor

inApril,

In an interview in July with Nikkei,
Ueda cautioned the BoJ against prema-
turely tightening its monetary policy.
But he added that the central bank
would need to review m “unprece-

lented” in the future:

will make a gradual shift towards tight-
ening monetary policy, a process that

“Thercs anced for the Bo] to prepare
anexit:
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Gathering energy The green choice now is between using batteries or hydrogen to power electric vehicles © opinion
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Deutsche forex
investigation
finds staff acted
in ‘bad faith’

& Bank mis-sold derivatives for years
e Clients exposed to extensive risk

OLAF STORBECK — FRANKEURT
STEPHEN MORRIS — LONDON

A Deutsche Bank probe into the mis-

groups in London's high court over the

trades, arguing this case was structur-

a].lyd.lﬂerentfmm othersit has settled.
The

which involved a

tives in Spain has found that staffacted
disingenuously, exploited flaws in the
bank’s contrels and broke EU rules,
according to people with knowledge of
the report.

One of the people said employees
acted in “bad faith” over years, pushing
small and meditum sized Spanish com-
panies to buy highly complex foreign
exchange derivatives. The products,
which were promoted as safeand cheap,
‘were meant to hedge against foreign
exchange risks. They generated huge

London desk of Deutsche’s investment
bank, aswell as Spanish operations at its
international private unit, spanned sev-

Chatbot choice

Investors embrace Al stocks

but analysts warn of a bubble in the making

Share prices and index (rebased)

Al stocks surge on ChatGPT hype

The products were
promoted as safe and
cheap and generated huge
profits for Deutsche

Lawyers’ big

bonuses fade
as fortunes of
firms reverse

JOE MILLER — NEW YORK
KATE BEIOLEY — LONDON

Bonuses for associates joining major
US and UK law firms, which reached
record highs in 2021, have dried up as
the legal sector suffers from a sharp
declineindealmaking, according to the
industry’slargest recruiters.

The six-figure sums paid to junior law-
yersassign-on or retention bonuses had
all but disappeared by the end of 2022,
said Michelle Fivel, a partner at
recruiter Major, Lindsey & Africa,
whose company places associates at
many of the top 200 international firms.

“We are not dealing with a frenzied
market like we were in 2021 she said.
“Firms then had to do it, they had no
choice, because their competitors were
doing it and they were under the belief
that they were goingto lose candidates.”

Bonuses reached a peak during 2021,
when Kirkland & Ellis, the world's

eral years until = BigBearai highest-grossing law firm, was offering
One of the people familiar with the SoundHound Al $250,000 to mid-level lawyers with job
results of the investigation said that the C3ai offers elsewhere, according to one
past lack of awareness of potential mis- = S&P 500 recruiter. Another firm offered sign-on
i It bonuses of $100,000, Fivel said.

current leadership wanted to promote. Twoothertop US firms, Paul Hastings
Since then, the bank had taken “deci- and Goodwin Procter, were offering
sive action”, according to P = = referral bonuses of $50,000 and
son briefed on the results, r:placmg T o $30,000 respectively to lawyers recom-
large parts of its senior management in Dec 2023 Feb mending new associates at that point,
2022 amid a sharp risc in M&A activity as big

bankers in London while others had of lockdown.
their bonuses cut. But arise in interest rates hasled toa
Deutsche Bank told the FT in a state- GEORGE STEER — LONDON ive Al as show- ved vider VandaTrack | sharp fall in dealmaking, and dozens of
ment th it took “appropriate action” Shares in small artificial intelligence ing “all the usual hnll.marks of hype: s:fﬂthls week it Expemrl afunhml- job cuts at firms such as Silicon Valley
after it reviewed “parts of our sales e hawe soared this year on the  S0<ial media echo chambers, expo-  ation of speculative activity”inAlre- | outfit Cooley, Stroock & Stroock &
a smstmclm’ed FX dmvmm" group: ¥ nential venture fundingand a polar-  lated stocks should macroeconomic Lavan, Goodwin Procter, Davis Wright

profits for Deutsche but exposed clients
to extensive risk and crippling losses in
some cases.

A second person familiar with the
probe described some of the Deutsche

esses andenhannngnurcnntmls"
The products in question were types
of fo!elgn exchange swaps called tar-

for-

back of the hype surrounding Chat-
GPT and other generative Al models,
cven as analysts warn of another

“speculative” bubblein the making.

Last ye: year for

ey They were pitched by Deutsche

Fewer than 12 people were formally
sanctioned by the bank over the mis-
conduct, the people said.

The investigation of the mis-selling —
code-named “Project Teal” — was first
reported by the Financial Times two

y risk.

‘Small companies were told the prod-
ucts were “zero premium” with no ini-
tial cost, according to people familiar
with the details. In a stable currency

AL lllal can pmdube fluent textual
responses to questions, draft poems
and stories and generate images on

the Alused in OpenAT's eeril

ised media”, said analysts at Morgan
Stanley. “During our travels around
‘the US last week, ostensibly to discuss
decarbonisation and reshoring, con-
versation regularly turned to ‘and
‘what do you make of ChatGPT?"

US companies offering all manner
of Alrelated services are reaping the

conditions remain favourable.
ChatGPT in particular seems to
have caught the public’s attention,
drawing around 100mn monthly
active users in January after launch-
ing the previous month, according to
"UBS. “In 20 years following the inter-
net space, we cannot recall a faster
i i the

bank said. “It took TikTok nine
‘months after its global launch to add

‘market, the derivati
Eﬁmd chems Eunfva]auhty increased
assed apre-de-

The bank had paid tens of millions of
euros in settlements to affected clients,
the people said. It had also tightened
internal controls and stopped offering
some foreign axchuge products to cer-
tainclientgrouy

“The banic is sl fighting a €500mn

t:muned 50 M il crihl
rapidly.

The ECBand German regulator BaFin
declined to comment. The Spanish reg-
ulator CNMV said it had been conduct-
ing some supervisory reviews on the
‘matter but could not comment further.

netsearch markELMphabelhopes its
own conversational Al service, Bard,
willstop uscrs from jumpingship.

Vs ive Al

demand. Microsoft hopes to cmploy  rewards. Shares n AL
human  which iali

sounding ChatCPT chatbat to over-  ing” technology, have jumped 94 per

turn cinter-  centil haresinC3.ai

and BigBear.ai have shot up 103 per
cent and 561 per cent respectively
since the start of the year, although

Big Tech’

has sparked frenzied interest among
investors. BuzzFeed's stock rose 150
per cent in one day after chicf execu-
tive Jonah Perctti said “Al inspired
content” would begin appearing on

legal claim by oneof Spai hotel

"Jops:

ipany’s website later this year.

belowall-time highs
hit during the stock market bull run
‘that began in2020.

Such groups have quickly become
popular with retail investors who
have piled into equities this year as
global economic forecasts have

Automobiles. Diversification drive

Saudis make inroads into electric vehicle sector

‘World's biggest oil exporter
pours billions into project to

build manufacturing hub

invest in it rat build rethi

Hyundai and Chi tric vehicle

from scratch. It's gaining traction in glo-
bal usage and it factors into the energy
transition storyas well”

‘Thereare some doubtsuverthecaun—

SAMER AL-ATRUSH — DUBAI

For decades, Saudi Arabia has
attempted to launch its own car indus-
try with nothing to show forit. It is now
tryingagain —but this time with electric
‘vehicles.

The electric vehicleinitiativeis partof

try’sability
of China with its strong electric vthlck
‘manufacturing base, robust technology,
high productivity and cheap labour
costs. But electric vehicle manufactur-
ingis planned as an important pillar of
the kingdom's diversification drive,
which is being overseen by the sover-
eign wealth fund, the $600bn Public
Fund

itselfoffts rels il Theaim of the diversification drive is
income, which is its main revenue  to expand the local labour force, teach
source as the world’s largest energy skills and.

exporter. It intends to pour billions into
the projec o create an cleciric vehicle

group Enovate.

“By the end of this year, the industry is
hoping they will build enough cars, but

try would suhst:ulually cut the king-
dom’s import bill, said Tarek Fadlallah,
the chief exccutive for Nomura Asset
‘Management in the Middle East.

“Transportation accounts for about
15 per cent of the Saudi import bill andiis
the single largest consumer of foreign
currency,” he said. “There is a huge
incentive to substitute those imports
with domestically produced cars.”

In addition, the electric initiative fits

not have enough money to buy those
cars,” he said. “The point at which you
could produce an electric vehicle for the
same cost as a combustion vehicle was
thought tobe around 2025, butit’s more
likely now that it will be towardsthe end
ofthedecade”

The electriccarindustry has alsobeen
hit by inflation and supply chain bottle-
necks of minerals and components that

with Saudi Arabia’s target of 30 per cent
of all vehicles in Riyadh to be powered
by batteries by 2030, while putting it

‘With this in mind, PIF haslauncheda
company to invest in mining abroad to
sccure its supply of lithium and other

private sector, while attracting foreign
directinvestment.
’s broader economic plan

fpro-
ducing500,000 carsa year by2030. The
'US-based Lucid Motors, in which Saudi
Arabia acquired a majority stake cost-
ing roughly $2bn, intends to produce
about a quarter of that target in the
Kingdom.

Saudi Arabia hopes the transition to
electric will also give the country a bet-
ter chance of success, as the petrol
engine marketis extremely diffcult to
break into because of the domis

mc]lldes the cmltmn of lhe futuristic

But there are headwinds, according to
Al Bedwell, director of Global Power-
train at LMC Automotive, as chip short-
ages and high mineral prices needed for

new city of Neom, a fi Icentrein
Riyadhand tourist resorts.

Electric vehicle production is central
to the initiative because the kingdom
aims to take advantage of the industry’s
expected expansion. Electric cars
should make up about 60 per cent of
vehicles sold annually by 2030, if net
zero targets are to be reached by 2050,

established carmakers in Europe, lhe
‘USand Japan.
The battery powt

Agency says.

Key to the Saudi electric vehicle plan
s the creation of Ceer, Arabic for drive
orgo, which th hopes will pro-

‘more level playing field than combus-
tion, said one Saudi official, and would
pit the kingdom against other big elec-
tric vehicle producers such as China,

duce 170,000 carsa year in partnership
with Taiwan's technology group Fox-
conn and BMW. The first cars are
planned to go on sale in 2025 at the

Germany and theUS. affordable endof the market.
“It'sasector been devel- PIFh;
oped.”added Monica Malk,chiefecon-  inLucid Motors, which plans mpmrluce
i crcial Bank. 150,000 cars a year in the kingdom in

“Thcy [the Saudis] canbuy intoit and

2025 and signed contracts with

https://ft.pressreader.com/v99f/20230213

Hesaid recessionary forcesacross the
world were likely to constrain the
expansion of the electric vehicle sector.

Saudl eydubmon Imsk:sses inacar
made by US EV group Lucid Motors

in batteries. At the same
time, Australian battery manufacturer
EV Metalsis planning a lithium hydrox-
ide plant in the kingdom.

For its part, Lucid aims to start the
assembly of vehicles in Saudi this year
with cars completely built in the coun-
tryin2025. The Lucidand Ceer factories
will be based in the King Abdullah Eco-
nomic City, a Red Sea zone built to
attract investment and boost the econ-
omy, whichwill actas a hub for the sup-
ply chain, according to the city’s chief
executive Cyril Piaia.

“There is a full value chain. There will
be a number of suppliers that will be
established here,” hesaid.

Faisal Sultan, Lucid’s managingdirec-
torfor Saudi Arabia, stressedthe impor-
tance of the government takingthe initi-
ative in building a supply chain. “The
supply chain is going to be a main thing
we're going to go after,” he said. “The
supply chain doesn’t come typically for
one OEM [manufacturer] . . . that's
why it’s a government driven initiative
rather than OEM driven.”

100mn i l users and it took
Instagram 2.5 years.

Even so, some investors burnt by
Jast year's sharp sell-off in once high-
flying blockchain and Web3 stocks are
wary of betting on the latest fad.
Alphabet’s shares fell almost 8 per
centafter Bard lastweek producedan
ambiguous answer to a question
about pictures taken by the James
Webb Space Telescope.

1NN LIVE

‘Tremaine and Shearman & Sterling.

A survey by the Thomson Reuters
Institute, released last month, found
that US lawyers were billing fewer hours
than they had in decades in the year to
the end of November 2022.

Data from Decipher Investigative
Intelligence, which provides market
insight for law firms, found that the
number of associates moving to another
firm was down by 14 per cent in 2022
comparedwiththe year before.

London-based headhunter Chris
Clark, director at Definitum Search,
said that at the height of the frenzy, one
UK firm paid $250,000 to a star associ-
ate who was weighing joininga US rival,
while top US firms in London were pay-
ing sign-on bonuses of up to $120,000.
“The bonuses and salary hikes seen in
2021 have fallen away as the market has
cooled, fornow;” he added.
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Fertiliser group grows in the shadow of war

OCP benefits from Morocco’s phosphate deposits to post record earnings and expand as rivals face soaring energy costs

HEBA SALEH — BENGUERIR

‘The fallout from Russia’s invasion of
‘Ukraine has been catastrophic for Euro-
pean nitrogen fertiliser companies.

The soaring prices of the natural gas
that is their feedstock forced them to cut
output more than two-thirds at times
last year. The war also disrupted the
supply of fertiliser from Russia, the big-

rter in the world.

But for Morocco’s OCP Group, the
world’ largest phosphate fertiliser com-
pany, 2022 brought record earnings
thanks to higher prices and profit mar-
gins. In the first nine months of last year,
operating profit reached $3.7bn, up
from $2bn for the same period in 2021.

Nitrogen fertiliser is made from natu-
ral gas, but phosphate is a mined min-
eral usually combined with other nutri-
ents to make fertiliser. OCP has exclu-
sive access to the 70 per cent of global
phosphate reserves in Morocco. It is one
ofthe five top exporters of fertiliser.

Mostafa Terrab, chair and chief exec-
utive and the man credited with trans-
forming the company from a lossmak-
ing quasi-state agency exporting mainly
phosphate rock to a leading fertiliser
‘manufacturer, told the Financial Times
that the world needed more investment
in the industry and that prices had been
risingeven beforethe war.

“It is due to a structural imbalance
between demand and supply,” he said.
“If you look at the past 20 years there
‘has been very little investment in ferti-
liser production”

A former telecoms regulator, Terrab
was appointed to head OCP in 2006,
when it was a minor performer in the
market. He spearheaded radical
Ie(orm. converting it into a joint-stock

but to do that we needed financing.”

any in 2008 with
e i

“The phosphate rock trade was
going down in volume .. . and it was

“The only growth in that value

The ch joint-stock company
allowed OCP to access international
debt markets, with a bond issue to fund
a §10bn capital spending plan. Armed
‘with the new money, in 2012 Terrabset
about building an integrated business

chainwasin’ prod-
uct. So the strategy was very simple, it

in fer-

‘The company also recently announced
plans to invest $13bn in rencwable
energy and “green” hydrogen, produced
with renewables. The aim is to be car-
bonneutral by2040.

By 2021, OCP's fertiliser capacity had
quadrupled to 12mn tonnes and reve-
nues were at $94bn, compared with
§2.5bnin2005.

idJ:

was to invest in fertiliser

tiliser production and even a university
and

to support

. igned the
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Fertile ground:  company an investment grade credit T}
untreated rating for the first time, of Baa3. It said
phosphate at OCP benefited from trends indemand ~ SUFategy
OCP’s facilityin  “driven by a growingglobal population  yy,
h: an i land”, “35 very
Morocco has Russia’s invasion of Ukraine sparked ~ SIMple: to
7T0percentof fears about food security, especially in {1 vt in
the world’s Africa where many small farmers could =
nolonge: ili fertiliser
reserves and Prices have more than tripled since B
OCP is one of carly 2020 and although they have pERdicHon:
the top five eased inrecent months, theyremain“at UL to do
exporters of historically elevated levels”, according (1 we
fertiliser. tothe World Bank.
Below, a worker This had placed crucial fertilisers “out  Needed
inspects of reach for most [African] farmers, ing’
fertiliser putting the crop cycle and rural stability financing
granules in at risk”, said World Bank president,
Hungary David Malpass in December.
i Terrab argues that Africa holds the
= key to global food security because it
has 60 per cent of the world’s unused
arable land. But currently, he said,
“We [in
Affica]
should be
totally self-
sufficient,
and even
export’

Africa did not produce or use enough
rto fulfilits potenti

As well as in Morocco, there were
phosphate reserves in Tunisia, Algeria,
Egypt, Togo and Senegal, he said. Africa
also had potash, another nutrient, and
naturalgas, he added.

“We [in Africa] should be totally self-
sufficient, and even export,” he said.
“The big opportunities are really in
Africa. And that’s also if you look at the
pent-updemand”

One longstanding hurdle to raising
yields in African farms has been low fer-
tiliser use — the continent hasthe lowest
consumption in the world. In 2006,
African leaders pledged to increase
average use to 50kg per hectare by 2015
up from 7kg, but the target was missed
and World Bank figures show consump-
tion was 22.5kg in 2020 compared with
aglobal average of 146kg,

In the wake of Russia’s invasion of
Ukraine, OCP, which supplies 70 per
cent of fertiliser in Africa, gave more
than 500,000 tonnes to smallholders in
sub-Saharan countries, some of it free,
the restatadiscount.

1t plans to sell 4mn tonnes, or more
than aquarter of its expected output, on
the continent in 2023 under a pro-
gramme that includes training for farm-
ers in co-operation with multilateral
donors. Terrab insisted the company's
key strategy of developing customised

22.5kg $3.7en
Fertiliser use per | OCP's operating
Nectare n Africa. | profitn the first
Giobal averagels | nine months of
bk last year

fertilisers, tailored to specific African
soils, was the way to cut prices and
increase yields.

“Itis cheaper to customise because we
use less nutrients,” he said. “We don't
force farmers to buy what they don't
need” OCPsaid its customised products
hadalready increased yields for farmers
in Ethiopia, Tanzaniaand Ghana.

Although only 25 per cent of OCPs
sales arein Africa, the company viewsit
as akey growth area and has created a
dedicated subsidiary, OCP Africa, and
special production units.

OCPstarted looking south in 2012, at
a time when Moroccan businesses
sought growth in sub Saharan states to
expand beyond their limited domestic
market. The strategy, encouraged by
Mohammed VI, the monarch, helped
build the kingdom’s soft power
andinfluence ina region considered key
to its primary foreign policy concern —
to shore up international backing for its
claim over the disputed territory of
We Sahara.

festern:

1n 2017, the kingdom rejoined the
African Union, 33 years after it had lcft

in anger over the recognition of the Sah-
rawi Arab Democratic Republic, set up
by the Polisario Front, which seeks inde-
pendence. But Terrab insisted OCP was
not atool of foreign policy.

“When we decided to go to Africaasa
corporation, we did not have a crystal
ball and we did not know that Morocco
was going to become interested in
rejoining the AU;” he said. “But when his
majesty embarked on his tours [of Afri-
can countries], we would have been stu-
pid not to mention or take advantage of
the fact that wewere already there.”

Airlines

Fares set to rise under EU’s new carbon rules

ALICR A MCOEK - sscis
PHILIP GEORGIADIS ANI
CAMILLA HODGSON  LONDON

Airline passengers face higher fares
under newly strengthened EU rules
designed to tackle aviation emissions
in a sign that the era of super low-cost

{lights may beabouttoend.

The threat of higher fares comes as car-
riers put up Priots to help Lhtm mmvu
from the

airportsindustry body ACI Europe, told
anindustry conference that the EUwas
going through “a major policy reset”
that would change “the economics of
the sector” and “result in increasing
costs for airlines, increasing fares and
lower demand”

Airlines for Europe, the lobby group,
said that 'suminabﬂityl@]aﬁun such
asthe EU’s . . . could see flying via EU
hubs such as Amsl:rdam Paris or

tal taxes, alongside higher oil prices,
meant that the era of “absurd[ly]”
cheap faresis over.

EasyJet hassaid it is impossible to pre-
dict future prices, but that the industry
needed more government support to
reach net zero. Ryanair last year
reported spending €51mn on credits
and said that “in the medium to longer
term” it would not be able to “climinate”
the lmpxcl of the rising cost of allow-

back of renewed d:mmd nﬁcr the :nd
of travel restrictions.

The EU wants tn force carbon-
intensive industries to pay more for

231029 per
cent more expensive in 2035”. It said
this could lead to up to 17 per cent fewer

hedging.
The frke of allowances inthe Rilrs
tem were trading at close to their n]lr

their pollution with tic]
asmuchas €10 per return flight because
of um'czsed levies on aviation emis-
sions, accor

EU lawmakers have given initial
approval to an update of the blocs car-
bon pricing rules, forcing industries
including aviation to buy enough allow-
ances tocover their pollution under the
emissions trading system.

The rules phase out I>y 2026 the cur-
rent practice of allowing airlines to
obtain a significant proportion of the
permits they need for free. The total
‘number of allowances in the system will
also fall over time, which analysts
expecttodrive up prices.

passengerstravelling through EUhubs. time highs, near €100 atonne on Friday.

Ryanair boss Michacl O'Leary has  Revenues from the ETS will be put

i ly said that rising envi use of sus-
tainable lvmmn fuels.

isa

flagship element of the EU’s plan to cut

nhouse gas emissions by 55 per cent

by 2030, compared with 1990 levels.

Environmental groups said the
scheme was an effective way to control
carbon emissions. “Carbon pricing s an
essential tool for emissions reduction in
Europe.. . . it's only right that airlines
pay their fair share for emissions,” said
Jo Dardenne, aviation director at Trans-
port &Environment,anNGO.

Bas Eickhout, a Green MEP, has
pushed for

an :ml carrier casyJet has said itis

Olivier Jankovec, di general of

future prices

out as so0n as possible, calling thema
“fossil fuel subsidy”™.
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Technology

Meta delays budgets as more job cuts loom

Employees tell of lack of
clarity under Zuckerberg
drive tocontain costs

HANNAH MURPHY — SAN FRANCISCO
CRISTINA CRIDDLE — LONDON

Metahas delayed finalising team budg-
cts as the social media company pre-
pares a fresh round of job cuts under
Mark in costs

Asaresult, staffhad

book. d WhatsApp, isplan-

“zero work” was being done as manag-

cts had been unable to plan their com-
ingworkloads, the employees said.

Projects and decisions that usually
d o off- e

ning further rounds of job cuts after dis-
missing 11,000 employees — about 13
per cent of its headcount — in Novem-
ber, Three employees said staff were

month in some cases, even in priority
areas including the metaverse and
advertising, those people said.

Certain budgets would typically get
finalised by the end of the year, one of

inhis“year of efficiency”
Tawoemployees familiar with the situ-
ationtold the Fmanm] Times that there

“Honestly, it’s still a mess;” said one
employee. “The year of efficiency is
icking off with abunch of peaple set-

hadbeenalack of budget
orfuture headcountin recent weeks.

ting paid
It comes as Meta, which owns Face-

d: ivated and d lised because
of th s

those relianton
dollars, have suffered a dramaticsell-off
amid tough macrosconomic conch(lon.s

around March. Th was cur-
rently going through performance
reviews of staff, three current and

and marketer
“This has led to an industry-wide job
cull as tech bosses conceds that they

On an earnings call with analysts last
week, Zuckerberg said: “Next, we're

earlier this

during the

month that the social media company
‘would continue to wrestle with its costs
under his new mantra of “the year of
efficiency”.

Meta’s improving outlook at its
fourth-quarter results sent shares up 18
per cent, adding $88bn to the company’s
market value.

Over the past year, Big Tech stocks,

‘Wall Strect investors last year voiced
frustration with Meta’s finances, includ-
ingits $10bn annual investment into the
metaverse and bloated headcount, as
the economic slowdown began to eat
intoitsearni

Despite Novembu ’s staff reduction,
which was the most dramatic cull i m

org structure
and remeving some layers in middle
‘management tomake decisions faster.”

He also said the company would be
“more proactive” about cutting low-
performing or low-priority projects.

In some cases, managers are being
askedtoeithermovetoroles where they
<donot manage anyone or leave the com-
pany, accordingtoone person.

‘Meta's history, furth

Pharmaceuticals

Healthcare
investing
alleged to be
amans world

HANNAH KUCHLER — LONDON

A senior executive at a pharmaceutical
company focused on women's health
said the sector was chronically under-
valued because the investment world is
dominated by men.

Susanne Fielder, chiel commercial
officer of Merck spin-off Organon, said
investors often assumed that women’s
specific health needs were limited to
reproductive health, whereas common

and cardiac conditions

How quickly is US inflation
receding?

Although USinflation has been trending
lower, economists have forecast that in
Januarythe decline sill have moderated
because of recent persistent price pres-
sures in housing and an uptick in the
prices of energy and used cars,

Tomorrow’s consumer price index
report from the Bureau of Labor Statis-
tics is expected toshow annual inflation
at 6.2 per cent in January, down from
6.5 per cent the previous month, accord-
ing to an economists’ forecast compiled
by Bloomberg, That would represent
the slowest rate since Octaber 2021, but
the smallest decrease in the annual rate
since September, as higher pettol prices
are expected to have boosted the head-
Tine figure.

Core CPI inflation, which strips out
the volatile food and energy compo-
nents, is expected to slow to an annual
rate of 5.4 per cent, down from 5.7 per
cent in December. High rents will have
prevented a bigger drop in core infla-
tion, according to Barclays analysts, in
addition to higher prices ofused cars.

After rising dramatically at the start
of the pandemic because of snarls in the
global supply chain, used car prices
finally began to drop in recent months.
But the most recent reading of the
closely watched Manheim used vehicle
value index suggests that January could
‘markapause in that decline.

Over the longer term, Barclays ana-
Tysts said they had revised higher their
CPI forecasts for the end of 2023 and
2024 because of the continued strength
ofthe US labour market.

The Bureau of Labor Statistics
reported recently that the US added
‘more than halfa million jobs in January,
roughly triple the number that had been
forecast. Kate Duguid

Will UK inflation encourage the
Bank of England to slow down?

The UK’s January inflation figures on
Wednesday will also be watched closely
by investors and by the Bank of England
as it strives to bring inflation back toits
target of 2 percent.

Econemists polled by Reuters expect
UK annual inflation to have slowed toa
four-month low of 10.2 per cent, That
would mark a decline from 10,5 per cent
inDecember.

UK inflation accelerated last year toa
peak in October of 11.1 per cent, but has
slowed since then on the back of lower
energy price growth. Most economists

Market questions. Week ahead

Economists predict slowdown in decline of US inflation

. — o
’f%’/%ﬂ G5t

Forecourt forecast it will continue toslow through  ing in a 0.25 percentage point rise after ‘E mergin‘f
forecast: an this year. Sandra Horsfield of Investec the bank lifted rates by 0.5 percentage =
uptick in the expects inflation to have “subsided fur-  points carlicr this month but signalled  Markets
pricesofused  ther” in January because of “lower fucl  thatit might soon have finished tighten- -2 o0
g 7 s are gomng
carsand energy  prices and more intense competition ing. Valentina Romei I €
islikelytohave  among retailers amid an ongoing casing 2 o tohave
slowcd the fallin  of supply chain disruptions and Vil thestampedinto Chinese S
US inflation in squeezed dis| ncomes”. equities continue? <
January, data But policymakers will also closely  Global investors have poured record ~ better
is expected to ‘monitor services and core inflation to sums mto Chlnese equities this year, le
- = decade
show tomorrow  assess the pace of gener- farin2023.
Jwmsuenicamyimss  ared price pressures. Analysts expect  The release of strong economicdata  ahead than
core inflation, whichstripsoutfoodand  after the lunar new year holiday has ]
- : _ the past
cnergy,tohave slowed to 62 per centin  spurred investor confidence that &
January. from 6.3 percentinDecember.  China's cconomy is recovering after  clecade

Jobs data released tomorraw will also

be scrutinised for signs of an casing of

recent labour market tightness. Ana-

Iysts expect average earnings growth,

excluding bonuses, to have accelerated

t06.5 per cent in December, compared
jith 64 p :

zero-Covid restrictions were lifted in
December, with the benchmark CSI 300
index rising more than 6.25 per cent
yeartodate.

Analysts say that robust inflows are
likely to continue, with US growth

o b bl e
tion than expected could callinto ques-
tion the slowdawn in the pace of the
monetarytightening forecast at the next
‘meetingon March 23. Markets are pric-

il investors yet
tojointhe fray.

“Emerging markets are going to have
amuch better decade ahead than the
past decade,” said Charlie Robertson,
global chief economist at Renaissance

A

Capital. “Un]ess you think the US can
inthe 20205 as much

could hit women much harder or in dif-
ferent ways.

Tnvesting was still “a bit of 2 men’s
world”, she told the Financial Times, "1
think the factthat mest of them are men
is not always helpful . .. We cannot
assume that people understand what we
mean because they really think it's a

id. “Most people define
[women's health] very narrowly, and
forget about the fact that 50 per cent of
our population are women with very
specificneedsand gaps and we're facing
inequalityin healthcare.”

For decades after the Thalidomide
scandal, women were excluded from
clinical trials in case they were preg-
nant, In 1993, the US Congress passed a
law mandating their inclusion to ensure
drugs were tested for their suitability for
the whole population.

But both scientific funding bodies and
venture capitalists have underinvested
in women's health. Organon is the first
pharmaceutical company of a signi

‘Tthink the fact thatmost
investors are men is not
always helpful . .. They
really think it'saniche”

cant size to focus on the area.

The lack of attention te women'’s
healthmeans there has been little inno-
vationintreatments forunwanted preg-
nancies and for problems that can be
very debilitating, suchas endometriosis
— which eauses severe period pain —
and symptoms of menopause.

Allthree conditions can hit awoma's
ability to participate in the workforce.
The US campaign, Women's Health
Matters, estimates a $300mn invest-
ment in women's health rescarch could

yield a $13bn return in reduced health-

as it did in the 2010s then emerging

marketsand China look very interesting
forlong-term investment.”

Markets could also get a further boost

iti-

Ficlder said it was a"no-brainer” for
governments to invest in women's
health because of the “positive eco-
nomicimpact’, pointing o the women's

the UK's NHS, and the

group. The bank’s analysts say that
excess houschold deposits surged to as
much as Rmb13tn because of higher
savings rates during the Covid-19 pan-
demic, leaving space for houscholds to
puttheirexcesscashinto equities.
“Flows could sulllxnr[mheimanﬂa.l
marketif

French government’s strategy for
endometriosis.

Since the spin-off, Organon has done
several deals to fill its pipeline with
treatments, such as an carly stage
potential drug for endometriosis, a
device used in 4 hysterectomy, and
for breast cancer and oste-

holds opt for not only ‘revenge spend-
ing) but also ‘revenge risk-taking the
analysts sai

Butlang term political issues, suchas

oporosis, which affects far more women
f

Jessica Federer, managing director of
Supernode Ventures, who is raising a

“mounting concerns on tk
of the incoming administration”, as well
as unfavourable growth figures — the
IMF predicts Chinese growth may fall
below 4 per cent over the next half dec-
ade — may mean China remained out of
favour with some investors, Citi added.
MarthaMuir

$50mn fu il inwomen's health
technology, said Organon's dealmalking
in the sector should be an example to
investors. “Every human on the planet
is the product of women’s health,” she
said. “Waiting on male investors to
invest in women's health clearly hasn't
beenworking”

Technology. Handset battle

Samsung focuses on premium models to tackle sagging smartphone sales

Korean group seeks togaina
competitive edge with latest

iteration of the Galaxy brand

SONG JUNG-A —SEQUL
LEO LEWE

A day after Samsung presented a
depressing assessment to investors of
the global handset market in 2023, the
world’s biggest smartphone maker
delivered an upbeat, splashy presenta-
tion to the media to launch its latest
Galaxy-branded phonesthis month.

The contrasting messages of stagna-
tion and innovation did not illustrate
hype r false optimism about the new
Thardware, according to analysts, but
shovwed Samsung was setting out its stall
tomaintain market share by focusingon
the premiumend of the market.

“Amid prolenging geopalitical issues,
«continued inflation and the continued
economic slowdown, we expect the
smartphone marketto contract in 2023,
with the mass market impacted the
most;” Samsung vice-president Daniel

Araujo said ona fourth-quarter earn-
ings call in Seoul, where the Korean
company provided the details behind its
Towest quarterly profit in eight years.
On the other side of the world, at the
Galaxy launch event in San Francisco,
‘TM Roh, the head of Samsung’s mobile
business, said: “We intend to focus on
the premium segment in developed
fth i

screens — the new S23Ultrawith 1 tera-
byte of storage retails for more than
$1,600 in the US, before i

has fallen to about 1 per cent, by launch-
inga specially designed foldable model
for Ch

The mobile business will also be drop-
ping some mid-priced models to cope
better with the increasingly polarised
market. Samsung also lifted the lid last
week on its renewed interest in mixed-
reality offerings for smartphone users,

whee we are secin solid growth.” He
added that he had seen s “noticeable

ina ip with Coogle and Qual-
comm.

shift” to luxury models in
m

Sams\mg's renewed focus on high-
end phones — the new 523 models fea-
ture advanced camera improvements
and longer battery life — comes as it
struggles to compete with lower-cost
Chinese rivals in the low to mid-end
smartphone market, while premium-
focused Apple has outperformed the
market with record servicesrevenues in
its latest quarter from its software eco-
system.

The South Korean company aims to
stay on top and achieve higher average
selling prices with the S23 Tine and other
premium phones that have foldable

https://ft.pressreader.com/v99f/20230213

“Samsung s focusingon the bighend
not only of the
‘but also because it is more resilient than
the rest of the market,” said Bryan Ma,
ananalystatIDC.

He noted that global smartphone
shipments fell 11 per cent overall last
year to 1.2bn units, the lowest since
2013, yet smartphones costing more
than $600 only slipped about 1 per cent.

Despite economic headwinds, Sam-
sung was able to increase its market
share from 20 per cent in 2021 to 216
per cent last year, withits Chineserivals’
sales suffering from Covid-19 lock-
downs, accordingtoIDC.

Samsung hopes it can regain lost
groundinChina, whereitsmarket share

The company has en)l)yed Enr]y suc-
cessin this high-margin niche, although
competition in the relatively new seg-

sumers are attracted to its allure rela-
tive to high prices?” said Park Kang-ho,
ananalyst at Daishin Securities.
PeterLee, aCitigroup analyst, expects
the industry’s next move will probably
be the dev slopm:m Dl' two folds for a

2014, launching its Gear VR headset in

partnership with Oculus VR. It dropped

the product in 2018 due to a lack of

demand. However, with its strengths in

chips and displays, it has been courted

by many tech firms to collaborate on
Al

ment is expected to iy with Chi-
nese rivalsentering the market.

“Sales of foldable phones keep
increasing. but the growth rate seems
slower than expected, as ot many con-

Thenew $25 models have improved
cameras and longer battery life

“The Chi
makers will launch foldable phones to
compete and there will be differentia-
tion in screen sizes, but Samsung does
have a technology advantage over
them,” hesaid.

Inaddition, Samsung is now trying to
re-enter the extended reality (XR) mar-
ket, covering virtual (VR) and aug-
mented (AR) or mixed-reality products
and software. The market is being seen.
increasingly as a long-term growth
driver to counteract falling smartphone.
sales.

Roh was joined on stage in San Fran-
cisco by executives from Google and.
Qualcomm, comp:uues it had worked
withinthe X!

y ¥

Meta chiel Mark Zuckerberg visited
Samsung’s rescarch centre in Silicon
Valley in October to discuss a patential
tic-up with exccutives, while Samsung,
Display s planning tobuild production
facilities this year for so-called micro
OLEDs, a next-generation display tech-
nology suitable for XR devices.

Despite growing interest, VR has yet
to produce amass-market product, with
analysts blaming the inconveniences of
weating the hardware and a lack of
interesting content.

“The questions are still whether the
hardwarcand software are good enough
and whether people will have a strong

daal s

They did not e project
butarelikely todevelop amixed-reality
device together, with Apple expected to
launchits own XR headset thisyear.
Samsung first entered the market in

CW Chung, an analyst at Nemura, "If
the pandemic had continued, they
would have needed them more, but
after the reopening, people want to
spend more time outside.”
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Is there such
athingas too
much pay?

As the UK entered a cost of living crisis | Tight labour markets and a rush to ‘measures”, says Reeves, which can
in recent months, private equity secure top talent have helped their include remuneration. This could take
had asurreal lculate that the form of one-off bonuses, a higher
conversation with a client about his finding new people to replace senior salary, long-term incentive plans and
salary. “He told me £1mn was not mﬁwlmmﬂnuhmu]]muwledge other ways to financially reward staff.
enough;” she said ‘money and take The second point is that retaining
noting that this figure excluded his o Fome el high earners is not always about the
bonus. “I mean, wht do Leven dovith | could placate everyone. Reality means | money. CEOs can be more imaginative | Whille not every
that?” ity industry ises. So what shoulda | and use other levers available toshowa | | . :
is aparticular beast whereeven £1mn | manager keep in mind when dealing | person's value. Individual recognition | Digh earner is
may be considered mere pennies for | with their highest carners? can come in many forms —a bigger essential,
some executives (Blackstone chief The first point is that some of the role, a seat at the decision-making .
executive Steve Schwarzman took highest paid individuals probably do table ora. path. <omp must
home $1.1bn in incomein 2021),the | descrve pay rises. Tk A posit protect those
incident highlighted an issue facing with the long-term growth of the attractive working conditionsshould | ;.
many chief executives: how do you company are important and needtobe | be another way toentice colleagues. | individuals
manage the pay and expectations of recognised as such. Martin Reeves, Uniting behind a shared company associated with its
the highest carners? chair of the BCG Henderson Institute, a | vision, more flexible wor
o acuteata to thy — d L future growth
umcwhmdlrmsl\)ﬂlmlglstsm]anng mseamhn‘llmxulﬂrmﬂmby over ones own time are perks that
making ‘money can't buy. But dor’t then shoot
lif ith the l Fall public companies | yourselfin the foot by doing stupid
salaries. With many UK public sector across a 50-year period. things. Outsized payouts at the top
‘workers taking strike action this In periods of turbulence, particularly | when a company has cut jobs

winter, after years of effective pay cuts,
an easy response may be to tell the
highest earners to get a grip.

Yet bosses say they are facing a real
dilemma. Their highest earners are
often the most senior people, the
biggest revenue generators and longest
serving employees, who have helped
foster growth at companies for years.
They are demanding even greater pay.

as recessionary pressures take hold,
there might be a bias towards a short-
term focus and penny pinching. But
competitive gains, Reeves says, come
from those companies which focus on
the next set of growth priorities. And
while not every high earner is essential,
mmpxnl:s ‘must pmmdmse

elsewhere, made huge losses, or
embroiled itself in a scandal — or if
there s very lttle leeway to help those
at the lowest end of the pay structure —
will mean senior managers
automatically become a target of
worker ire and negative press

uully pay attention to the

1 between the highest and

yuwﬂﬂhmugh'nehv:mlcnmn

lmmpa.d. While the pay of chicf

executives always seems to be in focus,
in this environment the top band of
carners should all watch out. This is a
reflection of corporate culture and it
affects the motivation of  significant
part of the workforce, says Georg
‘Wernicke, who conducts research on
strategy and business policy at HEC
Paris business school.

“You want to pay the highest earners
a sufficient amount to incentivise them
to steer the company through difficult
times but also enough that you can
retain them as staff. But you'll also be
pressured by unions, the public, and
the media to pay them something
that’s fair, particularly i you're cutting
the workforce,” he said. As workers
push for greater transparency on pay,
the issue of the differential will only
become more important. Wernicke
added: “There is room for the top
carners to be humble.”

1fan executive team is highly
motivated by pay, chances are business
leadersand boards will always be
‘battling that frontier and it could be
something innate to the culture of a
particular company. If it is no longer
working, it is something that needs to
be dealt with structurally and change
has to start at the top.

anjliraval@fl-com

Psychological safety

The art of encouraging teams
to be more open

Constant managerial
effort is needed to build a
‘fearless’ organisation that
has candid employees,
writes Andrew Hill

tis said to be the secret to finding
and nurturing new music at one of
the world’s biggest record compa-
nies. It is the key to encouraginga
sovereign wealth fund’s asset man-
agers tomake more contrarian bets. Itis
acentral plank in amultinational bank’s
policy ofinclusion and belonging.

“psychological safety” — ending, or at
least reducing, interpersonal fear in
teams and increasing candour — has
become a mantra for many executives
seeking an edge over rivals in innova-
tion, performance, and staff attraction
andretention.

Butit can be ashort step from today’s
organisational phenomenon to yester-
day’s management fad. Intensifying
interest in psychological safety has
come with a chaser of scepticism and
concern. Even its best_known advocate,
Harvard Business School's Amy
Edmondson, says she fears her original
findings are sometimes being “watered
down” and “used to mean anything”.

Edmondson stumbled over the con-
cept as a doctoral student in the 1990s,
studying the impact of teamwork on
‘medical errors. Surveys found a strong
correlation between error rates and
team effectiveness. Contrary to her
prediction, though, better hospital
teams seemed to be making more
mistakes than weaker ones. Further
research confirmed good teams in fact
reported more errors because they

Intensifying more often. Error preventionisonlyone  the quality of the work, than about our
interestin way psychologicalsafety helps improve  cgoin the moment”.
Nicolai  Sharyn Clarkson-Kent, head of learn-

Tangen, chief executive of Norway’s
sovercign wealth fund Norges Bank

have “high-quality conversations with-
out causing unnecessary harm and
without stepping into traps that you

ing association, has found that the 200

Business

School's Amy
Edmondson
stumbled over
the conceptasa
dnc(ural student

‘mistakes.
positive effects of psychological safety
held well beyond healthcare, further
studies found.

Wider interest was ignited by a 2016
New York Timesarticle about aseparate
study at Google that found psychologi-
cal safety was easily the most important.
ingredient in the technology company’s
best teams. Edmondson’s 2018 book,
The Fearless Organization, added further
fuel. The pandemic and the parallel
focus on staff wellbeing drove the idea
deeperintothe corporate vocabulary.

'As Edmondson acknowledges, other
academics had previously identified the
importance of open challenge within
teams. Elements of the idea were also
present already in high-performing
organisations. In manufacturing, Toy-
ota had its Andon cord, which any
‘worker could pull to halt the vehicle
production line and deal with a prob-
lem. Inaviation, crew resource manage-
‘ment had cut aircraft crashes by reduc-
ing deference and stimulating more
‘opennessin cockpit communication.

Tom Geraghty, founder of Psych
Safety, which aims to disseminate work
and advice on the topic, points to the
direct link to traditional health and
safety policies, which have moved from
a“Safety I” approach, trying to prevent.
things going wrong, to a “Safety II”
quest to make more things go right,

uses the con-

ceptto make

training in i

abouttaking on more risk, for instance.
Psychological safety is a core part of a
new training programme Warner Music
is rolling out to its 1,500 people man-
agers. Members of its all-important

happy to speak up. But they remain
wary about hurting others’ feelings.
“We're a kind and caring organisation
with kind and caring colleagues,” she

How economics can solve
problems, big and small

osophy pr Erlk Angner argues that
B

shed

Tej Parikh

At a time of information
overload, Erik Angner
offers a ftting reminder of
how economics can help
structure our criical
thinking on matters
ranging from the
existential, such as
climate change, to the
more routine, like
parenting. For economists

problems through
heuristic devices. He goes
through concepts such as
rational choice theory,
which make the subject's
logic more accessible. This
is important as some are
put off by the discipline’s
reputation for being overly
mathematical.

Angner also applies

and

to

How Economics CanSave | shed light on global
the Worldis a refreshing Bllenmrs This includes
i i into the
growing application. For eWcaqt o direct cash
itwill offer a r in alleviati

clear guide info how

waenv and the role of

carbor

filter through noise and G change. Thereisa
identify solutions for neat defence of the power
problems, big and small. of markets, drawing on
Economics has susfained | Alvin Rothis work on
its share of bad publicity. | market design fo support
dsides agail idney ge. His
by politicians, criticisms research has helped
over incorrect forecasts, thousands to get life-
and some economists' saving transplants through
dogmatic attachment 1o asystemwhich matches
outdated theories have all | donors and patients.
undermined faith in the Between the heavier
subject. indeed, a 2019 UK topics, Angner explores
survey found economists | more unconventional
were among the least applications of economic
trusted professionals in the | thinking, leaning on the
country. Meanwhile, the use of behavioural

abundance of clickbai and
partial analysis promoted
by social media and some
news organisations, has
only added fo confusion
around certain issues.
Angner, a professor of
practical philosophy at

Critics belicve the concept is often | Stockholm University,
Executive coach and lead- | concedes the need for
ership development consultant Paul |  economics fo be less
Berry, of Human Performance Scltmr, insular, befer
icated, clearer

says many leaders are

“sanitised version of [eed'bnck"wluch]s
“banal and non-threatening” to their

says.

about how values —
welfare and justice, for
instance — factor into its

EREANENER

‘How Economics Can
Save the World: Simple
Ideas to Solve Our

AR (artist and repertoire) teams, for d not challenge ical safety is lysis, and more opento | Biggest Problems’
exampl to offer frank h i desirablein all contexts”. diversity. Yet by walking by Erik Angner,
feedback about each other's hitsand  Scott Chambers, managing partner  Even leaders committed to the idea, |  fhereader throughhow | Penguin Business,
flops, a process known as “retrospec-  of consultancy Cacrus Change, which  such as Tangen, admit it was hard to | branches of economics can | £20, 288 pages
tives” or “retro-ing”. advises companies on applying hear direct criticism at first, “but you illuminate humanity’s
Tanuj Kapilashrami, group head of ~Edmondson’s insights, says that far quickly realise that constructive feed- | greatest challenges,such | science and approaches
human resources at Standard Char-  from formi “Onceyou  back ¥ peo- ing net zero centring on the role of
i create psy i itbecomesa  ple”. i st apana- carbon emissions, and how | beliefs, preferences and
dbelong-  lot Ie are bl what they valuable it can b in our values. This includes an
group. o ) e thinkig wlth daily he is able ining chapter on
Edmondson says the pandemic ‘It'saboutunderstanding  says Jo Daly, respuns\ble o i ify the subject how fo and
encouraged interest in her research. It h i development at Warner Music. “It’s and reassert that bad behaviour, linking to
also uncevered dysfunction, even in  WC Navearesponsibility — po. understanding that we have a | improving everyones e Hiecer Eansdable
teams that seemed to have a healthy o [isten to one another, her,to crucial. | space o
working environment. At one US o N identify truths and speak them well but The author argues that | challenging our own
healthcare system, the pandemic 0 identify truths speakthem kindly” he core experimental fools | cooniive biases,such as
“exposed some tensions and potential All agree achieving the goal requires ics —suchas and how
resentments”about who was sent home Kapilas ltrials | not fob
and who was not. Hospital staff reas-  actually talking to cach other directly  hrami monitors how psychological | and empircalanalysis— | Angners calfor
signed to unfamiliar roles during the  about how they feeland they aremaybe  safety works in practice, drawing on itasan istemic humility” —a
cmergency found that “when you sud-  making some observations about your  data from employee surveys. Shelooks, | original way of problem- | realisation our knowledge

denly really had to learn something
ew . . . itwas hardto ask for help”.
The cmphasis on staff wellbeing in
Tockdown also reinforced acommon.
‘misperception that psychological
safety involves creating a “safc

space”. Edmondson says that in
| a climate of candid feedback,
 people sometimes ask, “How can

anything that hurts me or

wurkdmyuudnn 't like” for instance, at the number of anony-
The ing that most lodged by StanChart
vexes Edmondson i it “the equation of  staffand asks, “Docs that mean people
in] but don’t

She says, “When ptaple mixup the two
things, they arc at risk of inadvertently
polluting psychological safety with the
‘message that it's time to hunker down
and not raise concerns, and not disagree
with the boss.” Such timidity could be
dangerous at atime of economic uncer-
tainty when frankness about the chal-

takes because we care more
about the customer, the patient,

https://ft.pressreader.com/v99f/20230213

por

“The reality is that this is a compli-
cated, messy arca,” she explains. “The
fearless organisation is an aspiration,
itisn'ta reality” When individuals are
quick to take offence, it is difficult to

have the confidence to say things to
theirleader?”

As for Edmondson, she sometimes
sounds disconcerted at how this one ele-
‘ment of her wider work on good teams
has taken hold. Other factors are cru-

salving. It is the consistent
application of these fools
1o public policy that makes
economics distinct from
psychology and sociology.
Through a series of case

is always incomplete, and
may require revision in
light of new evidence —is
areflection of his overall
message that economics is
at ifs core away of critical

cial, too, she says, such as
good learning strategiesand the balance
of advocacy and inquiry that leads to
better conversations. “Part of my angst

- .is Lalways think of this [psychologi-
cal safety] as just one ittle thing,” she
says. “[It’s] an important thing but it
isn'tasilver bullet.”

studies, Angner outlines thinking.
how these instruments The book offers readers
help identify what isat the | hope that a more rational,
heart of various economic | balanced and considered
ial i d then within

how they can isolate, test reach, providing the
and justify certain actions. | insights of economics are

Most effectively, through | more widely understood.
engaging examples, he
highlights an “economic The author is the FT's

way of thinking”, fackling

economics leader writer
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The
Henry Manc
Interview

“The McKinseys
and the Deloittes
have no expertise

in the areas that
they’re advising in’

The economist argues that consultants
are hobbling the state’s ability to perform
the role of economic motor

he theory is simple. When
organisations face chal-
lenges, theybringin high-IQ,
high-octane outsiders with
specialist skills and new
ideas. Although the alot,

Mazzucato’s work has pushed back
against post-financial crisis austerity,
and the theory that the private sector
Lnows best. “For the past 50 years, the
Chicago schoal kind of conomics,nev

they don'tstay long and they more lhan

public
aryhasin somcwayredu«d our mh in
‘what cando.” G

pay their way by is
Nooneever got fired for humgMd{Jnsey
The reality has long been more com-
plex. What dothese outsiders — strats
consultants, such as the ‘Big Three’ of
McKinsey, Bain and Boston Consulting
Group — really know? Critics say their
ideas are often ones that the hiring
mg'\ms“mn s alrcady thought of

was“there at bestto fix:

portal, which involved more than 55
contractors. An official report blamed a
federal agency for failing to oversee the
contractors; Mazzucato argues the very
complexity of subcontracting would
have defeated anyone. But can this

The civil service can’t match the pay
or training that private consult; anms

mings ‘we need geeks in government’.
It's by changing the :enut of govern-

provide. Butif it took
ity el i THEELS Botber, it mmight
attract the brightest graduates. “You
can have a creative and dynamic civil

debate gobeyond
of consultancies” incompetence and

Her 2013 book The Enm(pleneurznl
State detailed how governments had
historically done much more, seeding
technologies, including the internet and
electric cars. Although she places her-
self on the centre-left, her ideas have
appealed to those on both the left and

as McKinsey's work promoting op)oxds.
Yet consultants, supposedly brought in
forshort projects, never seem to leave.

right. worked with Scot-

qunl]y, M e
net zero proposals are shaped by their
commercial contracts is plausible, but
hard toprove. what she

service,” says M o, “By design,
we're making it much more interesting
to work in the Googles, the Goldman
Sachses. How do you revive the civil
service? It's not by the Dominic Cum-

ment. really cool.”

I wonder if yoters' scepticism of a
stronger public sector will linger,
because they fear thereis nomoneyleft.
Mazzucato blasts back: “Moncy comes
outof the woodwork for wars. Has any-
oneeversaid we can't gots

Chariie Bibby/FT

When we care about stuff, we create
money, especially in coumnes with
their own sovereign currency.”

Austerity often createsits own costs,
she argues, citing the closure of youth
clubs in her neighbourhood in London.

For amoment, sheis breathless, ideo-
logical, elentless. Then she steps back

we can'tfightworld war two, we can’t go
to Ukraine because there’s no money?

idestpossible
audience: “Its not about big government
or small government. It’s about the how.”

wants is more disclosure of the firms’
interests. She wants contracting to stop
being the “default response”, and for
governments tolook to public esearch

land’s first minister, Nicola St
set up the Scottish National Investment
Bank. She missed going to Davos this

1f Mariana } afraid of
controversy, she might leave this debate
alone. But Mazzucato, afast-talking, 54
year-cld economist at University College
London, leans into intellectual combat.

For the past decade, she has waged a

fly toBarba-
dos to worle with its premier Mia Mott-
ley, and had to juggle childcare with her
husband. She has four children with
Carlo Cresto-Dina, an “artsy-fartsy”
film pmdugex whose latesﬁ film, Le

possible,

Her own unit at UCL does consulting
work: “The main difference is that our
goal is to make that government entity
independent. We don't want that second
contract.” The calls keep on comingin:
“Just yesterday the deputy prime minis-
ter of Spain got in touch because they
have their own| scamia] now with con-

times lonely battle
the state’s reputation as an economic
motor. Her new book, The Big Con, writ-
ten with Rosie Collington, argues that
consultancies are hobbling govern-
ments’ ability to perform that role. In
her office, she says: “For me, the big
wake upm.allwax Brexit [prepar: :mons]

Pupille, i ar.

To highlight the risk of r:onsn!tmt&,
Mazzucato goes back to the Apollo
space programme, where Nasa’s direc-
tor of procurement inthe 1960s said the
agencywas at risk of being “captured by
brochuremanship” In recent times,
Covid has been a bonanza for consult-

he UK paid Deloitte £1

10201920, the British governmentspent
nearly £1bn on strategy and other con-
sultants. Mazzucato and Collington®

itsworkontesting and contact tracing.
2020 'meodme Agnew, then 1 UK

critique also includes the Big Four
accounting firms, such as Deloitte, and
outsourcing companies, which carry out
chunks of the state’s core functions.

‘The Big Con of the book’s title is not a
crime;it's aconfidence trick. Consultan-

‘A therapist who has
their client in therapy
forever obviously isnta
very good therapist’

cies and outsourcers, Mazzucato argues,
Know less than they claim, cost more
than they seem to, and preventthe pub-
Tic sector developing in-house capabil
ties. “We're not against consultants. The
problem is when an industry [has] no
incentive to get government to be inde-
pendent. A therapist who has their cli-
ent in therapy forever obviouslyisn'ta
very good therapist.” Consultants are
not “neutral” about the role of the state,
either, Mazzucato argues, citing their
private sector work. They promoted
slimming the state after 2008.

On both sides of the Atlantic, advo-
cates of state action like Mazzucato are
inthe ascendancy. But she worries there
is still an unwillingness to invest in the
bureaucracy itself, "The stateis back, if
you ook at the figures. The EU has a
€m

nister,
the aehmct on mmukm ies ©
lises the civil service by depriving our
brightest people of opportunities to
work on some of the most challenging,
fulfilling and crunchy issues”. But his
proposed in-house government consul-
tancy has been abandoned, because it
struggled tomatch the range of external
consuhams Mazzucato dcsmbes that
hite-

aside.
You can see how her ﬂuem‘y and confi-
dencewould appeal tolost politicians.
What does Mazzucato think of Keir
Starmer’s vision of the state? Ina speech
Iast month, the Labour leader spoke of
investing in “national missions” — her

‘How do you revive the
civil service? Change the

remit of government. We
need to make it cool’

awn language. But he alsosaid he would
be “more relaxed about bringing in the
expertise of publicand private”.

hat's a problem,” she says. The
quemou isnot to be Iela:(cd abom the

hall departments aren’t committed to
reducing their spending enconsultants.

‘The difficulty in criticising consult-
ants, I suggest, is that evidence is elu-
sive. Consultants’ work is often opaque,
and feeds into broader processes.
French parliamentarians  criticised
McKinsey for its role in the country’s
shuggishvaccine rollout. But how dowe
know that things wouldn't have been
evenworse without the firm?“These are
private companies, the McKinseys and
the Deloittes, that have no expertise in
theareas thatthey're advising in.”

The Big Con covers HealthCare gov,
Barack Obama's stumbling healthcare

on the
spot

Do you support Nasa going back to
the Moon? | support Nasa gefting back

P!
kol £ et e e
Tike Mario Draghi, the plan for EU funds
was guided by McKinsey. The US spent
$5tninCovidaid. “It’s going to be wasted
if we don't know how to govern that.”
Bornin Italy, raised in the US, Mazzu-
cato haslived in the UK for 22 years. She
is charismatic and media-savvy. Before
we met, ] receive an email instructing
me to refer to her as a professor, not an
economist. [ assume this is a status
game, but she laughs it off as a point of
principle. “T'm proud to be an academic.”

its ted policies and not
simply thinking its there o de-risk
Elon Musk.

Do you support the strikes in the uK?
Yes.

Your best critic? David Willetts [a
former UK higher education minister]

Did you consider leaving the UK after
Brexit?|1's less dynamic. | wouldn't
have maved here now. Buf | can't think
of any better place folive than London.

https://ft.pressreader.com/v99f/20230213

“How
@5 fou wet ambifious?® She ptaiacs the
BBC, “one of the only organisations that
has thought abeut things like public
value”, and how public investment can
catalyse privateinvestment.

“My recommendation to Labour is to
‘notfallintothe teap of public versus pri-
vate, and when we talk about public, [to
always doso] witha waming .. . Starmer
needs to step up the narrative on what
[they] can do together — sharing risks
and rewards — versus how one should
facilitateand de-risk the other.”

The EU's Green New Deal, for exam-
ple, can'tbe done “using old tocls”. A cost-
benefit analysis of the Moon landings
would have grounded the crew, she says.
“If we applied today’s criteria, there
would have been nojustification for try-
ing” The Apello missions helped bring
about cameraphones and baby formula,
But the UK Treasury's methodology for
public investment “dismisses” the pos-
sibility of such positive spillovers.

Governments must learn how to get
good value for their investments. The
US's Chips Act, for example, should
‘have more conditions in its loans and
grants: “Giveaways are a baduse of pub-
lic money.” Mazzucato cites Germany,
where state bank loans to steelmakers
were conditional on lowering material
inputs, but with the exact way of achiev-
ing it left to the companies. She
applauds the French government for
making Covid support to Air France and
Renault conditional on reducing carbon
emissions, while the Bank of England

simply “gave” easylet a £600mnloan.
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New blood from Laurel Canyon

Weyes Blood
Roundhouse, London
Ak

Ludovic Hunter-Tiiney

The singer-songwriter scene that
emerged in bohemian California in
the 19705 has become an abject of fasci-
nation and idealisation half a century
later. Former hippy enclaves such as
Laurel Canyon in Los Angeles are
treated as dreamy utopias where the
grooves are forever easy and the melo-
dies always sweet. The cult of the Can-
yon has its pantheon of gods, such as
Joni Mitchell and Harry Nilsson, and
its high priests, such as Lana Del Rey
and Father John Misty. It invokes the
fantasy of an analogue paradise amid
the marketised hustle of the modern
digitised world.

Weyes Blood is among the best of the
Canyonite revivalists. Real name
Natalie Mering, she is an LA-based
singer-songwriter whose latest album
And in the Darkness, Hearts Aglow was
among last year's most acclaimed
records. She apened her London show
with its first track, “It's Not Just Me,
ItsEverybody”.

The music, played by a four-strong
band, has a warm thrum, risingand fall-
ingwith the measured rhythm of amel-
low day. Mering sings in a resonant alto
voice that seems to hold something in
reserve, a nicely enigmatic register.
Holding a microphone and wearing a
chic white caped dress and matching
1960s boots, she resembled an
angelic singer-songwriter materialising

amid the heat and marijuana haze ofa ~ Weyes Blood — real name
Natalie Mering — on 5tag:

vanished Californian idyll.
For ig, thisimagi-  atthe =

nary haze was elucidated by a busily

puffing smoke machine. Too busy for

Mering’sliking, itturned out. “Nomore ~ ARTS ONLINE

fog?” she appealed after the second song

in her set, the richly burnished soft- ~ Burt Bacharach obituary

the feel of a stage routine. But it also
illustrated the difficulty of turning
her impeccably stylised recordings into
live performance.

Like its similarly acclaimed predeces-
sor, 2019 Titanic Rising, Mering's
new album d:hgl\ts in old-fashioned

tudio Each sound is

sings. It creates the illusion of intimacy,
an analogue-era remedy for the
themes of digital alienation in her
songs. The yearned-for utopia cmbed-
ded in her music is the product of
recordingartifice.

Atthe Roundhouse, Mering was alive

CLASSICAL

Joshua Bell; Lang Lang
Kennedy Center, Washington, DC
s

Clemency Burton-Hill

On an unseasonably temperate
evening in Washington, DC — the
sort of evening when you could
almost hear the cherry buds stir-
ring con brio — Indiana-born vie-
linist Joshua Bell strolled on to the
stage at the Kennedy Center, not
far from the excruciatingly
divided heart of American power,

atmosphere as warm inside the
hall as the breeze rolling off the
Potomac outside.

The music of Robert Schumann
alsoprovided the openerin an car-
|.|

e argued with each other about
the newly downed Chinese spy
balloon, Chinese pianist Lang
Lang scemed to quietly — and not
undiplomatically — moot the idea
that other thingswith the power to
transcend national boundarics
were available, if we cared to lis-
ten. After the short but musically
rich Arabeskein € major, the rest

usthat allis not lost:
in life, in politics, in art and
definitely not in the music we
generally call “classical”.

Bell was joined by Peter Dugan,
the multitalented 32-year-old
pianist, Philadelphia native and
host of NPR’s beloved From the
Top. What followed was a first-
class American recital executed
with flair, nuance and technical
prowess;a proper joy tobehold.

Their repertoire was not exactly
radical, brimful as it was of the
romantic European gems inwhich
Bell has always excelled:
Beethoven’s exuberant Violin
Sonata No 1, composedin the final
years of the 18th century, via glori-
ous sonatas from Robert Schu-
‘mann and César Franck, to Ernest
Bloch’s moving “Nigun” from his
‘Baal Shem Suite, composed in1924.
It was an unashamed celebration
ofagolden eraof violin playing.

Bell even inadvertently implied
this when introducing the second
of their two encores. Bloch, as he
reminded us, studied violin with
Eugéne Ysaje — the “biggest rock
star of the violin, when violinists
were rock stars”. Ysaje, who was
taught by Henryk Wieniawski,
composer of the encore, in turn
taught Josef Gingold, who went on
to teach a young . . . Joshua Bell.
He hurriedly clarified, “Not to be
putting myself in any way in
that line!”

Presenting this very familiar
music — even Clara Schumann’s

oflus programme was comprised
Variat

tions.

ang Lang, whose personal
circumstances seem to have
engendered a new maturity in his
playing — last year he turned 40
and became a father — is still a
dazzlingand fascinating musician.
Some of his more curious interpre-
tive decisions, especially in his

Dazzling: pianist Lang Lang

tempi, dynamics and rubato,
worked; some did not. 1 had my
reservations about the wisdom of
performing that particular reper-
toire, in that space. But the power
of Lang Lang’s presence is
immense and multi-dimensional;
I would argue that it almost
doesn't matter if the particulars of
his Quodlibet, for example, were
lost on some. (The Kennedy
Center concert hall was crawling
withveryyol

Maybe his encores, both of

herwork

Tocker “Children of the Empire”, The  -utovic Hunfer-tiney celebrates the great L'sreﬁ:].k,'sl\nptd from the rich cadence

songwrifer, who has died aged

supposed excess of dry ice became a
s 2 fh.com/arts

Tunning gag in her patter, which Lent it

of a piano chord to the sense of the
close-miked vocalist’s proximity as she

into a concert setting. She spoke drolly
between songs, a more impish presence
than her records allow space for her to
be. Her piayﬁu]nesswu also expressed
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Rt s ace il Sl By
Berkeley kicks. For the big climax to
“Hearts Aglow”, she flung herselfto her
Knees, arm outstretched with full rock
star dramatics.

The subversive clements in her
music, its political edge, were high-
lighted. Specially composed visuals by
the polemical filmmaker Adam Curtis
were shown during “God Turn Meintoa
Flower”, a rapid montage of film clips
showing a crazed world of greed, pleas-
ure, violenceand resistance.

Mecanwhile, Mering sang in a power-
fully hymnal way about reflections and
truth, with notrace ofirony in her voice.
The finale, “A Given Thing”, was an
entrancing piano ballad about love and
the cosmos, an easily mocked Laurel
Canyon vision of how life should be
refashioned for present times.

weyesblood.com

1, thei is
now programmed with some regu-
larity — with such breathtaking
excellence, Bell and Dugan were
able to cast these pieces into new
relief. No wonder the standing
ovation was instantaneous, the

=2
Joshua Bell playcd with flair and technical prowess —cerymoes

Disney movies —
Stephen Hough's gorgeous
arrangement of “Feed the Birds”
from Mary Poppins, and “Reflec-
tion” from Mulan — were enough.

ennedy-center.org

‘Where women have space for growth

ings, and her somebody be
llel somanin justtoth butto
. thedayinth dthehourinthe
Fiona “Tm qui i have iy Gt ive thi
i y that you ibly do”
Sturges Boalick weatasio 1P oo tha
incongruous,"shesays. as the days are getting longer and weare
theland, Rati is"to These richand i
h i Why d Itis't  offernew perspectivesonour
knowitis nota i fons wi
i atleastnot i in s o find wonderin ourgreen spaces.
= T 4 s e 3 e
want | Your h:
prizewinningcarrotorthebestwayto  thanit takes” Izmﬁm]ly mmeuncgms The
deadhead yourroses, d st ings, whichshe
lndmstfnryml.lnstmﬂ itlooksatthe  backdropofbuzzinginsectsand made during the 2020 pandemicand
birdsong, Vi the passing
Iens. Itis hosted by thejournalistand  aformer doctor whonow d her
author Alice Vincent, who talksto nursery in Perch Hill, East Sussex,and  Suffolkvillage.
i) i ip wi ‘who, ‘was
profound i o il Asded
.etkcnmnuhenmgp identity, whysh “I'm s k/pod
‘memory and the yearning fora different
way of lifc.
The best part is that it is recorded

outdoors. Podcastingisa medium
traditionally created insmall, heavily
soundproofed spaces, sothereis

somethinginvigorating about having
thesoundsof the outside world piped.

Ratinon, awriter based in East Sussex
whogrows her own fruitand vegand
whogives Vincent atour of her plot. In
|, we can hear her
chickens and the sound of trees
whisperingin the wind.

Before movingtothe country,
Ratinon lived in Hackney, east London,
and in New York. She reveals her delight
atnowlivinginaplace where she finally

e it
Alice Vincent, centre, in conversation with Claire Ratuwn. right — scshanwats
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The top English clubs unleashed an onslaught of spending on new players in a sign of growing financial
dominance. Many in the sport believe they are starting to resemble a de facto European super league.
By Josh Noble and Sam Agini

From English football to real Super League

Imost two years ago, a
dozen elite football clubs
proposed a breakaway
European Super League.
The objective was to estab-
lish one single league competition that
would boast a large number of the
world's very best players — and could
grab a significant part of the sport’s

The Premier League’s financial power dwarfs Europe’s

other big leagues
Tofal club revenues (£bn)

Premier League takeover

Number of teams in fop 20 revenue-generating

Net spend on transfer fees ()~ clubs

The plan failed — victim of a furious
revolt by fans and by many of the clubs
leftoutside.

Over the past two weeks, the same
goal hasbeen onits way tobeingaccom-
plished —albeitin a very different form.
After an onslaught of spending on new

1 byit i in the

Championship clubs’ revenues
and wage costs

Total revenue. Wage-fo-revenue

football across the three seasons to
2024.25. Despite pressure to find a sol-
ution from the UK government, which
is set to establish an independent regu-
lator for the game, the EFL says talks
with the Premier League are at an
carlystage.

“There is clearly an issue there
around redistribution where the game
is struggling to get to a point where
it’s agreed a solution among itself,” says
sports consultant Dan Jones. “If the
game really can't sort itself out, then the

Premier League  — Bundesiga — Laliga — SerieA — Liguel Lo
—7 2000 mm Liguel
—=6 —1,500 I Bundes
z -liga
00 g serie A
== 3 500
Laliga
2 7
= @ o e
League
T L e e e o
2011- 15- 20- 72- 2011- 15 20- 22- L I T T °
12 16 21 23 1 1 73 2000- 10- 21-
o1 1

P ¥
game are now wondering if the English
Premier League has become a de facto
super league, where superior financial
muscle is leaving the rest of European
fnotballbehlmi

2 frantic | in-

Sources:

stadiums, recruiting the best managers
and players, and creatinga “much more
exportableproduct”.

ryow!

Finance.

same as any industry — the way you
attract talent is by offering generous
compensation. The Premier Leaguejust

die 1 Ferase, Kalhit: cliha sept
€830mn, almest double the previous
record. Chelsea alone spent more than
all the top-tier clubs in Italy, Spain, Ger-
‘many and France combined, a sign of
the Premier League’s increasing finan-
cial dominance over the world’s most
popular sport. Of the top 10 biggest
spenders in Europe this season, all but
one play in England.

The perception in some European
leagues that the top English clubs have
enjoyed an unfair advantage thanks to
years of light-touch regulation was bol-
stered when the Prrmmrbeagueqmetly

posted a notice on its website | n-

or Latin America, the Premier League
became head and shoulders above eve-
rybody else;” he says. “It’s where the big
managers are, the best players, it’s
where the footballis super competitive.”

England’s top division has enjoyed
rapid growth outside its home market,
with international rights now account-
ing for more than half its income. Tts
total income this season is expected to

the most money;” says
]akg Cohen, sports lawyer at M;m]ml]
Solicitors. “Idon’t see

second tier reached 125 per cent in the
2020-21 season, according to Deloitte.
‘While Covid exacerbated the problem,
teams in the league had spent more on
wagesthan they generated inincome for

A Covidrevenueshock

While the financial disparity between
the Premier League and the rest of
football has been growing for years,
Covid-19 added rocket fuel. The onset of
the pandemic put a sudden stop to foot-
ball across Europe and left many clubs
d hock.

top £6bn for the first time,
Deloitte, thanks in part toa new multi-
billion-dollar US TV deal.

'With stadiums closed and some broad-

cast deals in limbo, many clubs scram-

Rick Parry was the first chief execu-
tive of the Premier League after helping
toorchestrate its formationin 1992. But
now, as chair of the English Football
League — the body representmg lhe
country’s lower leagues — he warns th:
the gulf between the Pmmn Lengue
and the rest of football is widening.

“Now is the time for a reset and a
proper rethink” he said. “There’s huge
amounts of money flowing in at the top,

That strong financial
has made Premier League clubs rich.
Deloitte’s I ble of the 20 wealth-

day, accusing Manchester City; Lh: cur-
rent English champions, of over 100

fest teams in Europe now includes 11
English clubs, up from seven a decade
b ; Serbi

The Spanish and French leagues
turned to private equity, with both tak-

inga cash infusion from CVCPartners in
e

-barn

‘The accusations — the result of a four-
year investigation — cover a period of
‘more than a decade, starting soon after
the clubwas bought by a member of the
Abu Dhabi royal family in 2008. City,
now the wealthiest club in the world,
deniesany wrongdoing.

For the league, the charges against
City illustrate how seriously it takes the
idea that clubs should not be allowed to
just buy success. But for those who see
English football as a haven from finan-
cial regulations, the belated action
against Citytogether with the lavish Jan-
uary transfer spendingappeared to con-
firmtheir suspicions.

Javier Tebas, chief of Spain's La Liga,
accused the Premier League of allowing
its wealthy club owners — from Middle
Eastern petrostates to US private equity
billionaires — to weather “barbaric”
losses, which put the health of the

media tycoon, a Greek shipping mag-
nate, the Saudi sovereign wealth fund

rights. Italyand G explored
doing the same, but ultimately opted
against. Uefa estimates Covid resulted

The EFL argues that the “root cause”
of “boom and bust” in football is the
“enormous wealth inequality” between
its clubs and the Premier League. The
price of standing still — never mind
reaching the top flight — is that owners
cover the losses that arise from wages

and several American
making ownership something of a

status symbol for the mega-rich. “Own-
ingshares in IT companies and property
in Manhattan is not as sexy as owning a
Premier League club,” says Francis.
Without billionaire benefactors,
other leagues in Europe have chosen to
implement stricter financial standards.
The idea is to stop teams living beyond
their meansin pursuit of glory. In Spain,
La Liga’s economic controls require

y P
foreveryoneclse.
“It i it he [trans-

updatesonreve-
nues, which the league then usesto ca]—

fer] markets arc doped, inflated, as has
been happening in recent years” he
said. “That can jeopardise the sustaina-
bility of European football”

Tronically, the architects of the Euro-

Last summer, those rules briefly
barred FC Barcelona from registering
new signings, before the Catalan club
used assct sales to boost its balance
sheet. The league has since tweaked its

pean Super
widening gap between English football
and everyone else in an effort to rally
support for their plans. A presentation
put to clubs last week by A22 — a sports
marketmg company that continues to
lobby for k

In Germany, ownership of clubs is
guarded by the so-called 50+1 rule,
which prevents outside investors from
acquiring controlling stakes in most
teams, leaving clubs to rely on their
income. The Bund these rules

includeda s slidettled Premicr Lengue

help protect German football from
“reckl

Others outside Europe’s top five
leagues see the Premier League as sim-
ply the most extreme example of far
broader inequalities in football where
the biggest clubs get bigger and the rest
getsmaller.

“The system in European football is
broken. It may not be broken in England
for the time being, but even there it will
lead to something which is unsustain-
able,” says Dariusz Mioduski, president
of Polish team Legia Warsaw. “England

Italy and France do not have such
tight rules on ownership and have
attracted investment from US billion-
aires, sovereign wealth funds and
Chinese conglomerates. But those
two leagues also have the lowest
broadcast revenues of Eurape’s
top five leagues, leaving most
teams in both countries a long
way behind English clubs. Only
one French team and three
Italian clubs make it into

isjust at the top of the py , and its
making the problem maost visible, but
it’s the same situation in Italy, Spain,
Franceand Germany.”

A 30-year makeover

‘English football wasn't always the glitzy
global entertainment spectacle it is
today. The 1980s were blighted by fatal
events such as the Hillsborough sta-
dium disaster. The response was a
‘major overhaul of infrastructure, bring-
ing in all-seater stadiums just as pay TV
‘was gainingtraction.

In 1992, the top. clubs then decided to
break away from the existing system by
forming the Premier League, aided by
cash from BSkyB, then Rupert Mur-
doch’s UK satellite television venture.

‘Barney Francis, executive vice-presi-
dent at sports and media company
MG and former managing director of
Sky Sports, says rising broadcast reve-
nues stemmed from building better

Tevenue,
accordingto Deloitte.
As a result, many of
the game's superstars
gravitate towards

English clubs, “It’sthe

Chelsea spent 37
llonTon =

young players in -
January, including \é
Mykhailo Mudryk,

and World Cup winner
Enzo Fernandez, centre,
who cost more than
€200mn. Right,
Manchester City’s Erling
Haaland and Jack
Grealish, who costa
combined £160mn.
Manchester City is accused
of breaching Premier League
financial fair play rules

Peuserscetyimages
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inlosses of €
Thanks to its far larger broadcast
dealsand wealthy team owners, the Pre-
‘mier League was better placed to ride
the Covid wave, with clubs in the divi-
ion makingan

evenues. When the money
dries up, dubsareat risk of collapse.
Accounts for the Premier League
show that revenue was £45.7ma i fiscal
1993, versus £34mn for the EFL. The

€25mn
in 2021, according to Uefa, while most
teamsin Europe reported losses.

But for those further down England’s
football pyramid, Covid proved a far
‘more serious blow.

The race to get into
the Premier
League is so
competitive
that the
finances of
many clubs
just one
division

ous. The aver-

e wage to rev-
enue ratio of
teams in
the

Premier L
ended July 2021 showed revenues of
nearly £3.2bn. The EFL? £189mn.

The EFL says the solution is for the
two leagues to “pool” their TV rights to
sell them together and agree ona 75:25
splitand recalibrate prize money based
on league position to narrow the gap
between the top of the Champion-
ship and the bottom of the top
flight. The Premier League 2
says it is on course 2
to contribute £1.6bn
1o the rest of English

(£mn) — ratio (%)
800 — -130
600~ -120
pr -110
200= -100

T =TT Ty T T R 50

2014 16~ 18- 20-
5 17 19 2

‘Now is the time for a
proper rethink. There's
huge amounts of money
flowing in at the top. it's
not flowing downwards’

Bhds

‘The Premier League just
happens to have the
most money. I don't see
that changing’

et
Success breeds success

When faced with accusations of foster-
ing unfairness elsewhere in football, the
Premier League can point to its huge
commercial success — which it says
has been built on years of investment
in stadium infrastructure, a savvy
approach to media rights and a commit-
ment tokeeping theleague exciting.

Tn the past 10 years, five different
teams have won the English titles: in
Germany, Bayern Munich is gunning for
its 11th championship in a row. Broad-
cast revenues are more evenly split
among teams in the Premier League
than any other division in Europe.

English clubs also e that the
claims about their growing dominance
are not borne out by the results in pan-
continental competitions.

In the past decade, Premier League
teams have won the Champions League
twice — the same number of European
titles as Bayern Munich. Meanwhile,
Real Madrid have wonit five times. Over
the same period, English sides have won
the Europa League three times, one
fewer than Spain's Sevilla,

Alist of the biggest transfers in foot-
ball history also highlights the enduring
might of some of Europe’s biggest
teams. The most expensive player in
history, Brazilian forward Neymar,
joined Qatari-owned Paris Saint-
Germain for €222mn back in the
summer of 2017. Chelsea’s £107mn
move for Enzo Fernandez last month, a
record in England, only just makes the
topfive.

PSGalso have the highest wage bill in
football, spending €729mn last season
on star players such as Lionel M:ssl,
according to Football Benchmark, while
Real Madrid sit second with €519mn.
Late last year, Uefa reached settlements
with eight clubs for failing to meet cer-
tain financial requirements — none of
them was from the Premier League.

January’s enormous transfer spend-
ing was buoyed by Chelsea's desire to
rapidly revamp its squad, and is not
likely to be matched in future windows.

This summer, the flow of money in
the transfer market is likely to depend
on potential moves for a handful of top
stars, including Kylian Mbappé and
Jude Bellingham — neither of whom
currently play in England. Should one
or both of them move to Spain, the pen-
dulum of spending between leagues
could swing backto Europe quickly.

The biggest potential threat to the
financial firepower of English clubs
could come from regulation at home.
The Premier League’s move against
Manchester City last week served asa
sharp reminder that leagues and gov-
erning bodies have the power to step in
where they see foul play.

City has beenreferred toan inde-
pendent commission, which will
have the power to deduct
points, impose fines or expel it
from the league if it is found

However, the Premier
League's decision came after
afour-year probe and many
expect the expensive legal
battle between football’s rich-
est league and its wealthiest
club to drag on, perhaps for

banned City from competing in the
Champions League for two years —a
decision that was overturned by the
Court of Arbitration for Sport.

Some legal experts believe that ulti-
mately it will fall on governing bodies to
try to level the playing field. “Uefa has
the means there to try to create a more
stable environment in football,” said
Carlos Hurtado, sports lawyer at Baker
McKenzie. “If you have strong govern-
ance and financial controls, you're cre-
ating the perfect environment for the
sport to develop, investors to come in
and create more value for the business.
When you do that you're going to have
more competitive football”

15/18



2023/2/13 19:29

16

FINANCIAL TIMES

Financial Times Asia

Monday 13 February 2023

The FT View

FINANCIAL TIMES

A UK government revamp in search of a strategy

Reo. rgam.s'atwn ofbusm ess,

shake-up could cost over £100mn.
These issues are even more pertinent
behind in the polls

energy and technology is
the latest in a long line
The UK b

i facing an election in less than two
‘years, after which a Labour adminis-
tration miﬂll rejig things again. The
ch:

‘ment to patch up differences o it could
rejoin the EU’s €95bn Horizon Europe
programme. But the government
believes for the UK to prosper it needsto
beawinnerin technology and at the fore-
front of the green transition. Rather than

g
through more reincarnations than

For energy security and net zero policy

ram these together with business into a
super-department, Sunak has chosen to
; iy

Doctor Who, the science
ter who is a product of Britain’s highly
successful creative industry. Prime Min-

ister Rishi Sunak is now reorganising

it again — hiving off parts of what was
the Department for Business, Energy
al Strategy, and mergi

tobeinit with aseatat
the Cabinet table is logical. The need to
safeguard energy supplies since Russia’s
war on Ukraine must be carefully bal-
anced with the imperative to accelerate
the transition to . While

give
Some parts of business are fretting,
though, over the erosion of the “one-
stop shop” approach. Technologies
including quantum, AI and semi-
as well as life sciences and

business rump with the international
trade department. There are arguments
in favour of the revamp. Unless it
quickly produces results, however,
it risks going down as just another
restructuringinsearch of a strategy.
It is easy to be sceptical of another
reshuffle of departmental nameplates.
Mm;hmery of govemmeul changes

energy costs are key issues
for businesses —an argument for having
them in one department — many felt
energy had become predominant within
BEIS,

green technologies, are now the domain
of the science department. Business
‘more widely comes under Kemi Baden-
nch’s business and trade ministry, but

‘There isacase, too, for putting science,
innovation and technology under one
roof — incorporating the digital portfolio
that previously sat with culture, media
snd spDﬂ_ True, rather than creating a

much of the

ft.com/opinion

Government has suggeskd the latest

mnmtynughthne preferred the govern-

worry the business
pnrtfalla ‘has been hollowed out after
the first David Cameron premiership.
There are broader concerns, too.
‘Wherever departmental dividing lines
are drawn, the key to success will be
how well they work together, but co-
ordination has not been a strong point.

For energy
security md
net zero policy
tobe initsown
department
with a seat at
the Cabinet
table is logical

of Conservative administrations since
2010. And above all, companies prize
continuity — of policy, fundingand per-
sonnel. Since BEIS was created seven
Years ago, there have been seven secre-
taries of state responsible for business.
Change has occurred so frequently
that business has become dubious over
whether the reshuffles amount to much.
Any underlying sense of vision hasalso
been dissipated. Premier Theresa May’s
2017 industrial strategy was ditched by
Kwasi Ksarteng s business secretary in
2021, though his department kept the
ideainits name. Nowthat, too, is gone.
The key test will be whether the rejig
delivers more coherent policy. Busi-
nesses want to see a sensible approach
to reform of EU-derived regulations,
signs of more support for enterpriseand
entrepreneurship, and a sound strategy
for growth. Above all, they want the full
clout of Downing Street and the Treas-
ury put behind the latest changes. With
an election looming, Sunak has limited
time to show his structure can deliver.

Opinion Geopolitics

It's ime to cut Russia out of
the global financial system

Py G SFTIGEy Images

Serhiy
Marchenko

n the aftermath of the cold war,
world powers put in place systems

also been found to have enabled
or otherwise co-operated with
various terrorist groups and black-
listed states, including the Wagner
Group, the Taliban, Hizbollah, the
Assad regime in Syria, North Korea
andlran.

Tranian kamikaze drones were
found to have been used to attack

an
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China the ultimate competitor — and capitalist?

In the guest column by Daron
Acemaogly, Alex X He and Daniel Le
Maire “Are CEOs with MBAs good for
business?” (Opinion, FT.com, February
7), it isn’t clear:

governance, management quality and
legal complexity.

that lead in many cases to greater
consumer welfare, is a curious

Moreover, the authors leave out
arguably the most important part of
% A

taking proper account of the
independent variables that influence

what customers think, Modern
competition theory rests on optimising

besides executive education. They
includ ities that chief

, thought to be
realised when there are competitors so

excoutives havelittle or no control over
during their tenure, such as business
sector cyclicality, foreign competition,

10 one entity can
control pricing, and consumers thercby
" When

The authors’ actual criticism seems
to be with capitalism and its apparent.
de-emphasis on worker welfare. The
question, then, isn't so much whether

e e i

The right lessons to take
from the LDI debacle
John Ralfe (“LDE: What happens now?,
FT Alphaville, February 3) writes
eloquently, and helpfully explains that
most liability-driven investment is in
fact “leveraged”, not LDI but LLDL
First, I agree that many trustees and
corporate sponsors do not fully
understand this, and the investment

for business but rather, whether
competition is good for national
cconomics, including the political

f trade and advantage. If

pricing power is solimited, then cost

50, then China, ironically, may be the

regulation or war. They alsoinclude | reduction, including labour categorics, | ultimate competitor, and capifalist.
supplier the state of Forthe | Matthew G Andersson

capital markets, energy costs, authors to eriticise such ficiencies Clearater, FL, US

Here’s my road map to Making profits is just one
Britain rejoining the EU central bank responsibility
Rejoice! Rejoice!” said in Carstens, the general manager
Thatcher after the Falklands war. Now of the Bank for International

the gurus of the Financial Times are
saying “Rejoin! Rejoin!” as Brexit has
its seven-year itch (Gideon Rachman’s
“Brexit could be reversed heres how”,

Settlements (“Central banks are not
there to make profits”, Opinion,
February 7), i right to arguc that
central banks are not for-profit

opaqueat
explaining it. Unhelpfully, I have also
seen many different calculations of
leverage, l‘kpcndmg onwhat
“denominator” is

warv:r,ld\mlag(e:thatLLDlis
“speculation”, any more thana
company that issues debt, or a bank
that operates on fractional reserves, is
speculating. Responsibly-managed
LLDI s no different to the financial
engineering that sits beneath corporate
or financial balance sheets; but it must
be responsibly m: 3

Third, do defined benefit schemes
“have to be leveraged”? Well, not if
they are fully funded on an
“appropriate” discount rate. I'll suggest
a corporate bond rate similar to the

of global governance. The goal  Ukrainian ci ,leadingto | February 7; and Martin Sandbu’s Free institutions, but no serious credit risk of the sponsor, although
was to protect liberal values, further US sanctions in November |  Lunch column “Bold (but not crazy) h The lfe may disagree.
human rights and the world ~2022. Moreover, Russian individuals |  solutions to Britain's growth problem’”, key issue is rather what they shoulddo | The problem isthat most schemes
cconomy, andtoextinguishthethreat  and entities were also placed | FT.com, February 9). when they experience unavoidable are not fully funded, and thereis a
ofnuclearannihilation. under sanctions by the US in March Twish they were right but wishful losscs. triennial battle as chief financial
Th i success of this i ingtheweap- |  thinkingis not real-time politics As he notes, central banks can officers weigh up Pensions Regulator
new rules-based international order  ons of mass destruction and ballistic ‘The Labour party was hostile to operate with ity. Because | obligations, with their
was its reach, bringing in Russia and fNorth Korea European ipat of that, in a financial crisis they can sharcholders and to profits. Yet
post-Soviet Union states as wellas ~ These examples barely scratch 1951, 1955, 1959, 1964, 1970,1983 and vacuum up risky assets that they are moderately-leveraged LDI has been
other burgeoning cconomics suchas  the surface, however. Russia is also | 1987, All Labour leaders from Clement ‘much better able to hold than the highly valuable for almost all of the
ChinaandIndia. responsible for state-sponsored and Attlee to Keir Starmer were at some private sector. The Swiss National past 30 years, saving UK schemes tens,
But such a system only works criminal cyber threats to critical | stagenot keen on Europe. Bank's brilliantly executed decisionto | if not hundreds of billions of pounds in
‘when its members follow the rules.  infrastructure. Its war against Tony Blair stood on a Brexit take over illiqui sets from UBS at offsetting what would otherwise have
With its violent and unprovoked ~Ukraine is exacerbating the global a4 087 Bl e the US was given up after just 13 years | the height of the financial crisisin 2008 | been unmatched increasing liability
invasion of Ukraine, poisonous sup-  energy crisis and drastically raising and sell them at a profitin 2013 isa lues.
port of corruption and documented  food costs, causing great harm across rduscdlnslgn the Lmbunkmywnh case in polnt. Tl finish by agrecing with Ralfe:
financing of terrorism, Vladimir the world, especially in ping an This boomer's solution is But their ability to operate when a what is needed is far more disclosure
‘Putin's Russia makes a total mockery  cconomies. i mg;.ms!the curo, | company would b ing of i
T e eI Tl R it Byeontrast, the Camcrvativeswere. || 0 tax property propedly: || o= vl e of what thiey abonilido || CLDI. gl repos; slitawapsicead
that gave us a unique period of peace  mining the gamlmmm.c system.It | the party of Europe until William Ifound Chris Giles’s “OK boomer, ‘when they experience losses. To hedges and what is eligible collateral,
d i toransom. Moremust |  Hague launched * and | you're than we facilitate budget planning, ministries of | not to mention liquidity waterfalls. It
Yet, despite everything, Russia bedone, therefore. o the ki to Ui fllowest g || g™ (Oupkskm, iy 3} vergeil |- S et ek it ceiral. | il mceos didestial eapanaiiily o
‘maintains a foothold in the global ~ Ukraine calls on the FATF to | David Cameron’s “political Brexit”in | on being smug. Perhaps he should banks to smooth their profit transfers | ICs, fiduciary and LDI managers to act
expel Russia and blacklist it. This | 2009 when he broke links with question how we boomersarcableto | over time. hSwlr.w]md thatisa quickly, The answer isnot to ban
would arguably be the most effective |  European centre-right parties headed Muchof that s Bank Act. | innovation, but to upskill and regulate
Putin makes a mockery  toolforrestrictingterrorists’ accessto by Angela Merkel. His et ity provided by The much hnrder question iswhethera | appropriately for the greater good.
the global economy, as it would force | as prime minister have toed the owning property which has escalated in | central bank that makes alossshould | Paul Dixon
of the rules-based all states to apply enhanced due dili- anti-EU line, value over the long term and, in so cease to transfer past profits. Independent Consultant and Trustee
order that gave usa gence to any transactions involving Sandbu mentions re-entering the doing, has priced younger generations | And should they doso, evenifthey | London Investment Office
: the financial system of a blacklisted customs union as a partial rejoin. But out of the property market. What is ‘have positive capital after the profit London SW3, UK
unique period of peace  jurisdiction. Turkey has been in the customs union | more, boomers who help toput their | transfer? As Carstens notes, central
Sanctions are introduced by specific since 1995 and s no closer to Europe. | children on the housing ladder are banks have amandate to operate inthe | Bears, spy balloons and Xi
system it is doing everything it can their ing EU actually helpingto fucl property prices | public interest and, 1 hasten to add, not
to undermine. Russia sits on the snhjem. This leaves a bigpart ofthe | membership is like the “Restoration” | further. Wearein a never ending their own. Perhaps it's just as well that Bernard H
UN Security Council and other UN ~ global cconomy that has not intro- |  of King Charles I1in 1660. A better spiral. The solution? Tax property Stefan Gerlach Casey is writing from London and not
bodics. The Security Council was ? i ison might be Prohibition in the | properly through a land value tax. Chief Economist, EFG Bank, Zurich, from inside China, or especially Hong
created with the specific objective  Blacklisting by the FATF would US — embraced with enthusiasm in Catherine Hodgkinson Switzerland; Former Deputy Governor, Kong (“China spy balloon sparks Pooh
of preventing wars. How, then, can  create universal controls and require | 1920 but given up in bored indifference | Oxford, Oxfordshire, UK Central Bank of Irland, 2011-15 Bear memories”, Letters, February 9)
Russia remain a member after enhanceddue diligence. Anytransac- | 13 years later when it was seen only to soi . when he mentions the famous bear in
on it war of tion wil i i b i Capitalism shares blame Alas, what happens in the | the context of China.
against Ukraine? wouldbe ised — the CBI, the PR e Since about 2013 the bear has been
We also have an i This would signi /increase | British Chambers of Commere, the big for San Franciscos plight future is still up to Google | |, oreEr e G nece
body to ensure global financial £ doi trade ions, the National San Francisco is "a strange city” Rana Foroohar (“Let the publicdecide | government because of the memes
rity —the Financial Action Task Force.  and effectively dmk: Putin’s ability Farmers’ Union, the City —all refuseto | indeed. And one which breeds strange on Big Tech regulation”, Opinion, circulating online suggesting President
Created by the G7, the FATF sets tofinancehisillegal war of aggression. criticise Brexit, let alone suggest rejoin. | mindsets. The dire situation described | February 6) xi him, not least
standards and promotes cffcctive Just as important, it would help | Butifa Labour government struggles | by Michacl Moritz (Opinion, February | in the regulation of the likes of Google. | around the waistlinc.
implementation of legal, regulatory g il toget 9) upon whichthe | Eric Schmidt and Jared Coben (then Pro-democracy protesters
and operational measures to limit global financial system in the | resultof following most of the Tory most powerful firms i i Xi “Pool”, and in Hong.
three main risks: money laundering,  longterm. hard Brexit rules, might busi ing his Sequoia h d Google Ideas director) Pooh masks.
financing of terrorism and of the  The EU, G7 and all other nations | speaking out against the Labour Capital, which by onc account backs | scemed to agree with her adecade ago, | A film featuring the fctional
proliferation of weapons of mass committed to a rules-based inter- | Brexit? The Tories throughout 250 companies that control $L4tn of the book The not make it on to the
festruction. national order should urgently recog- | years of their history have always Nasdaq share market. New Digital Age, when they wrote: limited list of foreign films allowed into
Today, FATF has 37 member nise the risks Russia poses to the sought to grow, not damage, wealth in Ifheis ud.lstmud:\t abmu the state "Mnst of all, lhls is nbmk about the the country in 2018.
states. These include Russia, despite  integrity of the global financial sys- | the nation. The Tories have generally | of the open-a hand There i character
tem. They toputRussia | avoided hard ideological positions. homeless encampments, mly he in the new digital age. For al the from children’s literature was ever so
FATFstandards onallthree fronts. on their own “high-risk jurisdiction” Might the Conservatives surpriseus | could put some fraction of his firms possil that communication thin-skinned.
This month, FATF members will lists and issue relevant market | anddecide Labour's Brexit isn't formidable financial assets towards technologies represent, theirusefor | Judith Martin
gather in Paris to consider further  guidance. working? Only three constituencies societal solutions — housing, equity, | good or il depends solely on people. Winchester, Hampshire, UK
measures against Russiaon asymbolic  Russia has been allowed to under- | now have a majority supp\)mng]hﬂul S Forget all the talk about machines
date — exactly one year since the  mine the system from the inside for | today. Of course, taking over. What happens in the
invasion of Ul t0o long. The international order can But by the time of Brexits 10th crn:lquzlsalmed i ietyene || ki A p o OPINION ON FT.COM
Countless_investigations }uve only survive if the rules are followed. |  anniversary, how many MPs will be failure, rather than the failure of The problem is thatuptonowthe | Cashrules everything around me
Russia’s We mechanisms avail- ready to say it is working and private capital marketsto address the | final “us” in this introduction has Tosplie pos Ve recanonm; deta ont The
Sy e ke e .mry e ol Tk e e benefiting Britain? societal crises he describes. ferred to the likes of Schmi R
increased following the introduction  hascome touse them. Denis MacShane EricStryson Cohen, and not the rest of us. Jalis ot Lol i
of wide-ranging sanctions since Former Europe Minister Managing Director, Global Institute For | Graham Taylor s
the full-scale invasion. Russia has  Thewriteris Ukraine’s minister of finance London SW1, UK ‘Tomorrow, Hong Kong Worcester, ire, UK

https://ft.pressreader.com/v99f/20230213
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The untold story of the world's most resilient currency

Ruchir 3
Sharma L

el

nFebruaryof 1998, 25 years agothis

month, [ was in Bangkok, ground

zero of the Asian financial crisis.

‘The implosion of the Thai baht had

triggered a serial meltdown of cur-
rencies and markets with protesters in
the streets across the region and chaos
spreading. As world leaders raced to
slow the global contagion, Thailand and
its neighbours had sunk into a depres-
sion.

The Thai economy contracted by
nearly 20 per cent,as stocks fell by more
than 60 per cent and the baht lost more
than half its value against the dollar.
Prices in Banglok felt unbelievably
cheap. 1 did not dare buy Thai stocks,
with so much unsettled. But1 did leave
with many shopping bags and two
golfsets, onetogive away.

‘While the drama of that year is. etched

Malaysia moved to rein in deficits. But
here in the region did

in history, the epil asur-
prise. Since early 1998, Thaland has
faded on the global radar but the baht

resilient, hold-

turn more economically orthodox than
in Thailand, avoiding the excesses that

canscare off outsid d tank curren-

ing its value against the dollar better
than any other emerging world cuw
rencyand better than all but the Swiss
Francinthe developed world.

In contrast, in Indonesia, where the
1998 crisis toppled the dictator Suharto,
the rupiah trades near 15,500 to the dol-
lar, down from 2,400 before the crisis.
‘The baht trades at 33 to the dollar, not
muchlower than 26 before the crisis.

YetThailand hardly feels expensive: a
foreign visitor can find a 5-star hotel
room for under $200 a night, a fine din-
nerin Phuket for $30. Despite the strong
baht, Thailand is globally competitive.
The epicentre of the crisis became an
anchor of stability, and a lessonto other
emerging economies.

After 1998, many emerging societies
turned financially conservative, espe-
cially those hardest hit in south-east
Asia. Indonesian banks went from
apaque dens of cronyism to models of
good management. The Philippines and

SUperpowers in
destructive
codependence

Rana
Foroohar

Tat's the best language
through which to
understand the com-
plexeventsof the world
today? Is it economic?

Political? Cultural?I've begun to thinkit

‘might be psychological.

Psychologists (atleast many of those T
know) tend to divide the world up into
two types of personalities: paranoids,
who operate as if they are always play-
ing a zero-sum game, and depressives,
who are more willing to embrace
nuance (and thus sadness), Just as
people can lean towards either of thase

Such stories may be subjective, but
the effects are real. Shiller’s work
explores how events like the 1920-21
market correction, the sharpest in his-
tory, were driven as much by unsettling
narratives about the rise of commu-
nism, influenza and race riots as by
flawed interest rate palicy. Stories have
an impact on our psychology; and that
psychology changes the world.
Nowhere is this truer today than in
the US-China relationship. In his recent.
ook Accidental Conflict, former Morgan
Stanley Asia head and Yale professor
Stephen Roach applies a psychological

cies.

South-east Asia was in recovery by
2000. Since then, Thailand's govern-
ment deficit has averaged 1 per cent of
gross domestic product, less than half

Since early 1998, Thailand’s
baht has held its value
against the dollar better
than all but the Swiss Franc

the average for emerging economies. Its
central bank has been similarly cau-
tious, keeping rates relatively high and
broad money supply growing at 7 per
cent ayear, third lowest among major
emerging cconomies.

The ultimate pay-off for orthodoxyis
low inflation. Thai inflation has aver-

only
China, Taiwan and Saudi Arabia have
had lower inflation than Thailand sinee

5, Thailand pegged the
baht to the dollar, which allowed it to
borrow heavily abroad, and run uphuge
current account deficits. As foreigners
lost confidence in Thailand, the govern-
ment was forced to drop the peg and
allow the baht to float freely. Its crash
followed, but the baht would go on to
recoverits losses and become one of the
leastvolatile currencies.

Steady foreign income helped. Thai-
land remains among the most open
emerging economies. Trade has risen
from 80 per cent of GDPin 1995 to more
than 110 per cent today. The external
deficits that foretold the crash gave way
to surpluses, as Thailand built on its
strengths in tourism and manufactur-
ing, which generates a quarter of GDP.

During the erisis I drove on a new

ic ,and
todrawheavyforeigninvestment.

Meanwhile the tourist hotspots
around Phuket and Koh Samui expand
alongside new forays into medical and
wellness services. Since the crisis, tour-
ism has more than doubled as a share of
GDPto 12 per cent, becoming an unusu-
ally large source of foreign exchange.
Most countries with tourist sectors that
bigare tinyislands.

Thailand also has its flaws, including
heavier household debts and a more
rapidly ageing population than most of
its peers. Despite that, its per capita
income has

Consigning
diesel reliance
to history is
along road

Vince
Cable

hen the high-profile

$8,000, up from $3,000 before the crisis.

Moreover, Thailand has achieved
financial stability despite constant
political upheaval, including four new.
constitutions in the last 25 years. By
overcoming challenges the Swiss franc
never faced, the Thai baht has sealed its
unlikely claim to be the world's most

four-k out of B

ncy—and a case study in
theupsides of rthodaxy.

risi)
dotted hills of the eastern seaboard.

aged justover2 per cent, h asthe
US, arare feat for i

This ing base in paradise
18

toevolve, lately for example

The writer is chair of Rackefeller Inter-
nation

it amen

both sides of the aisle like to blame
China for “stealing” jobs, it was Amer-
ica’s own choice to build an economy
hued ey zsset inflation than

lens to the increasing fri mlon between
the twe . Thi last
weekin the camng off of US secretary of
state Antony Blinken's diplomatic trip
to Beijing after a Chinese balloon was
discovered floating over US airs pace.
Roach likens the reaction, as well as
the general ratcheting up of diplomatic
i h :

personality poles, so too can nation
states. Nazi Germany was paranoid, as
Russia is today. Scandinavian social
democratic states are depressive. So is
theEU, atits best.

Recent global events, from Brexit and
theelection of Donald Trump to Russia’s
war on Ukraine or economic decou-
pling, can also be viewed througha psy-
chological lens. As behavioural econo-
mist Robert Shiller has laid out in his
work on narrative economics, such

events are driven by “the prevalence
and vividness of certain stories, not the
purely economic feedback or multipli-
ers that economists love tomodel”,

GLOBAL AFFAIRS

Martin
Sandbu

resident Volodymyr Zelen-
slyy's triumphant European
tour may have prodded his
partners towards contribut-
ing more weapons to defend
his country against Vladimir Putin’s
assault. That is welcome: Europe needs
Ukraine to win the war and Russia to
Tose.

But it also needs Ukraine to win the
peace. For that, two other big Ukrainian
asks — for reconstruction support and
EU membership — are central. A
Ulcraine that stagnates in poverty, or is
refused the tight political bonds that
unite EU members, will be a permanent
source of instability. It is in the EU's
self-interest to bring Ukraine into the
community of prosperous liberal
democracies.

the past fewyears, to that of an insecure
couple deep into the conflict phase of
codependency. The couple, in this case
China and the US, need each other for
reasons they don't like to express. “A
savings-short US economy lacks a cer-
tain sense of economic self;’ writes
Roach, and is anxious about China’s
development goals, which involve
putting its own surplus savings touse in
ways that may move capital away from
the dollar. Meanwhile, “China, lacking
inits owninternal support of consumer-
led growth” feels threatened by Ameri-
cantariffs.

He’s right, While US politicians on

pital helped
tnab]e(h:ymﬂlgncy USdebtrelative to
GDP has risen 95 per cent since 2000,
and is now higher than it was before the
financial crisis, Government debt grew
at 0.7 times GDP, mostly as a result of
that crisis and then the Covid-19 pan-
demic. Houschold debt and financial
sector debt are down from their pre-
2008 peaks, but are still higher than
they were before 2000, according to
McKinsey Global Institute data. All this
would be far less sustainable if China
stopped buying US debt. China, mean-
while, may point the finger at the US for
trade wars, but ithas for years pursued

China and America

need each other for

reasons they don't
like to express

amercantilist economic policy, and has
yet to prove it can inspire enough
domestic political confidence to get peo-
pletopart with their cash hoards or deal
with structural problems of over-lever-
age, particularly when it comes to real
estate. If the current paradigm holds,
Chinawill get old before it getsrich.

The problem with this economic
codependency, says Roach, is that it is
inherently reactive. “The slightest dis-
turbance becomes amplified, risking
retaliation and a progressive unravel-
Ting. China’s balloon triggers a diplo-
‘matic response from Blinken that is
strikingly reminiscent of cold war 1.0
actions in 1960, when the USSR shot
down our U-2 spy plane. That, of course,
ushered in the most dangerous phrase
of the first cold war, culminating in the
Cuban Missie crisis” he says. “There s
1o trust in a conflict

soon, one might wonder if that island
nation will Cuba.

com-

pany Bunslwole col-

lapsedlast month, it did

not bode well for the
country’s ambition to generate “green
growth”. But other building blocks in
the UK’s zero-carbon economy have
been more successfully laid of late
with the rollout of new hydrogen filling
stations for HGVs.

Using hydrogen for HGVs is impor-
tant: transport accounts for around a
quarter of national carbon emissions
andjustunder 20 per centof that is from
heavy lorries, The diesel used by these
vehicles doesn't just affect climate
change butadds to air pollution through
nitrogen oxide and particulates, And
diesel vehicles, like petrol ones, will be
phased out after 2030 under the net
zerostrategy.

The green choice now is between
batteries to pawer electric vehicles and
hydrogen, used in those with fuel cells.
They each have relative merits in terms
of cost, convenience and range. But the
current thinking is that EVs are better
suited to cars and hydrogen to heavy
vehicles.

Tt would be foolish, however, to be
dogmatic about the future mix and costs
— technology will advance in both sec-
tors. I was a teenage milkanan, driving
electric floats over half a century ago
and General Motors launched a hydro-
gen-powered car at about the same
time.

Much has happened since — today I'm
adirector of a hydrogen fuel infrastruc-
ture company. In practice, amix of EVs

In transport, we are
seeing the start ofa
commercially realistic
hydrogen economy

and hydrogen vehicles will be needed to

So, how do beth sides tiptoe away
from such a disastrous outcome? By
doing what any good therapist would
advise — using "I statements. Ameri-
can policymakers need to admit that
debt matters, and the US must eventu-
ally start living within its means, saving
‘more, and using those savings to fund
the things that fuel real growth — infra-
structure, education and basi
rather than the [m:mcnl kmd Tlus
Whit

Both, however, face a chicken-and-
egg problem. Operators of truck fleets
and manufacturers will only invest in
the technology if there s a reliable sup-
ply of fuel: hydrogen or “green” electric-
ity for battery charging. The producers
of these fuels will anly invest when they
are sure there is a market. A failure of
either is fatal.

Infrastructure needs to connect both
sides of the market and take the com-

the American Rescue Plan and the Chips
Act, but it will take years, ifnot decades,
to plug the gap of Main Street invest-
ment in America. China, for its part,
needs to grapple with how and why it
has lost the world's trust. From lock-
downs to political attackson the private

lism, there’s

making it hard to put the pieces of a
once healthyrelationship back together.
That leaves the conﬂlcted LO&EPE“&'

a reason that Chinese consumers still
keep so much cash under their mat-
tresses. You dont need a balloon to see
thatitis not (s fault.

ency hyper-vul
With House of kepresemanv:s speaker
Kevin McCarthy heading to Taiwan

These tools could help bring Ukraine into the EU

Europe is split between politicians
who fully grasp this and those who do
not. The current balance between the
two is why we remain far from a real
political commitment — a “whatever it
takes” —to rebuild Ukraine and ready it
for membership.

s Nodi

membez it neetis tobe. Two overlooked

1ts huge borrowing capacity should be

or Ukraine’s reconstruc-

Findinga I for

tiding Ukraine over this year, which the
EU pulled off in December, was hard
cnough. Creating one for vastly greater
amounts needed for IECODS!!‘“CUD!] is
harder. Butth

his
about money can avoid questions over
moral hazard, who bears the risk.
whether loans are better than grants,
and the legal basis for common financ-
ing. As for membership, big questions
loom beyond economic mtcgmhon
‘Will Ukraine be fit to join the Schenge:
borderless travel area? Will its )udltla‘
system be independent and effective?
What about monetary union? What
happens to European agriculture with
the marketentry of Ukraine's huge farm
resources? How would Ukraine’s voting
rights change the political equilibrium
ofthe union?

‘These political difficulties ave real and
will take great statecraft to overcome.
But while they remain unresolved,
paths must be found along which
Ukraine can make immediate progress
towards becoming the prosperous EU

https://ft.pressreader.com/v99f/20230213

a disused mechanism available: the
European Stability Mechanism, set up
to grant rescue loans to financially

The ESM's huge borrowing
capacity should b
repurposed for the

country’s reconstruction

distressed member states. The ESM has
‘more than €400bn of unused financing
capacity —enough for the 21st-century
Marshall Plan promised by German
chancellor Olaf Scholz.

But the ESM will never be used for
its original purpose again. It proved so
politically toxic that no country wanted
totap itinthe pandemic.

tion. The y authorises finance
‘ministers to revise its support instru-
‘ments, They could issue ESM bondsto
fund euro governments which would
Iend on to a reconstruction platform.
Currently lending must be for “the ben-
efit of ESM members [facing] severe

rana foroohar@fh.com

the EEA would fulfil important require-
ments for EU membership, and bring
the rewards of the single market. Why
notaim for the EEA asa staging post?
This path would give Efta countries a
chance to advance Ukraine’s European
ambitions, first by invitingittojoin Efta.
Norway could then supporta Ukrainian
EEA candidacy: the EEA Agreement

k. Thatis now happening the
business model involves matching vari-
ous sources of hydrogen supply with a
wide range of consumer contracts,

Fortunately, given that the British
Isles are especially well-endowed with
wind power, we have an inbuilt advan-
tage — the UK has the second largest
wind industry after China. It should
become even bigger and cheaper after
the lifting of the damaging ban on
onshore wind. Wind farms sell into the
grid but can have surpluses to use to
electrolyse water and create “green”
hydrogen.

There is a veritable kaleidoscope of
colours reflecting different degrees of
pollution in extracting carbon. “Grey”
hydrogen, for example, can be chemi-
cally manufactured from natural gas,
tempting the big oil and gas companies
to become unlikely — and awkward —
competitors in the hydrogen business.

‘Customers want 100 per cent “green”™
hydrogen butuntil the market develops,
the bestisthe enemy of the good. Differ-
ent sources, including imported hydro-
gen, are necessary. EV's face similar
problems: charging batteries from the
grid can involve using electricity gener-
ated from natural gas oreven coal.

The private sector will continue to do
much of the heavy lifting during the

financing problems, if i
[for] financial stability”. Since the ESM
remains an intergovernmental and not
an EU body, its members could allow
Ukraine to join—or revise t}.e treatyto

givesall Eft. ies the right to apply.

Joining the EEA is a long slog too. But
it is harder to stall Ularaine’s admission
tothe single market than full EU mem-
bership, because the thorny issucs

As for EU membexshl;), the debate
has ignored the European Economic

Area, which extends the single market
to three European Free Trade Associa-
tion countries — Norway, Iceland and
Liechtenstein. They adopt EU economic
regulations and enjoy frictionless
exchange, apart from customs rules of
origin, in all sectors except for fish and
agriculture

EEA membership is the closest exist-
ing alignment with the EU. If Ukraine
qualifies for the EU, itwill have qualified
for the EEA. Conversely, qualifying for

d not be in play. Today those
future difficulties create incentives to
kick accession into the long grass, a
move which Ukraine fears. Once in the
EEA, itwould be well placed to hold the
EUto confronting those questions.

In both cases, powerful institutional

the profit margin is higher
than for diesel, But government needs
to ensure market signals are aligned. It
would help if hydrogen were treatedasa
fuel, carrying 5 per cent VAT rather than
the 20 per cent charged on its use as a
chemical.

There is a lot of hype around hydro-
gen’s potential for steel and cement —
even domestic heating. It may or may
not be justified. In transport we are,
however, secing the beginnings of a

theready.
e 1 D e ol
tools. Economising on institutional
engineering to leave more space for
statecraft is the geopolitical version of
thinkinglocally and actingglobally.

martin.sandbu@ft.com

realistic hydrogen econ-
omy based on UK resources.

‘The potential is vast, but Britain is
being left behind in the greening of the
economy. It doesn’t have tobe.

The writer,  former business secretary, isa
non executivedirector of Element2
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Biomethane potential in Europe
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Biomethane — emitted by rotting 10 per cent of current gas consumption.
organic waste — has failed to win the That still looks like a stretch. Production
otthat long agoTmet a cananswer any question ontheirown | debate between a fracking company | takea photo of the audi cach isati is set fo reach 5 bem by the end of this
uccessful But t] who boss anda i My other. This but glitterati. But that is changing. Goldman | year, according fo Daan Peters at-
business exceutive who light up a room can also talk about how | increasi ic cfforts to restore i ith the obnoxi Sachs plans fo CommonfF
asked a question Twasnot | cyber attacks or hybrid work patterns | order went nowhere. Tfelt useless. The | practice of checking your phone for invest i i therefore
xpecting: what's i i i audience loved it. ‘messages as soon as another speaker i That relegated bi niche role in
way togetinvited tospeak anlots of | industry and the world in gencral. Being i h i of D awholly i v
conference panels? so get their FT columnist Stuart Still, some of the most offensive Energy and BP's $4.1bn purchase of — only useful where neither electricity
He had never been a huge fan of points across with a telling anecdoteor a. | Kirk was suspended from his job at panel behaviour occurs before the Archaeain the US. More dealsshould | nor hydrogen will do. But Russia's
conferences. But the threat of recession | story, not a recited list of bullet points. | HSBClast year (and later resigned) conference starts. be expected. invasion of Ukraine has made
‘had turned his mind to ploys for They use concrete examples, not after telling an FT conference that One sure-fire way to make yourself i jnin | bi more viable.
staving off and he liched i fery i lis h: i risks were popt it d da rubbish bins and landfills has not been Natural gas became much more
thought it might help if he could swank ¥ fraid t i d that “nut job” doom- | call with busy conference organisers, the only thing holding it back. Unlike | expensive —and biomethane suddenly
around the office talking about all his ‘Thereis nothing more dispiriti mongers hy ing it then fail to turn up for the call or send solar and wind power — and the looks competitive.
panel appearances. than watching a group of suited But he is a rarity. Also, he could a useless functionary in your place. hydrogen that they can be used to from the perspective of a
Thave long had my on kers ona i i never being dull, which Likewise, you should never demand generate — it has steep operafing steel mill in Europe. fs natural gas input
how to be astar panellist or, rather, iously for part list of thi not | apreci i ofeach question | costs. Cutting these is crucial in order fo | cost has fripled to around €60/MWh.
how not to be the panellist fromhell. I | ofan hour. Yet this is a wholly accurate | doon a panel. you will be asked. Arduously rehearsed produce biomethane more cheaply than | On top of that, with European carbon
‘'ad a lot more after speaking to people | description of far too many business Crucially, you should never drone on. | answers d i e it costs foday. dioxide prices around €90/tonne, the
whowork on these events foraliving. | conference panels. And on. And on. An exasperating recipe for panel doom. By contrast, solar power's break-even | mill pays a carbon charge of another
Here then s  bricf guide on how to i life | number of panellists ignore i i Finally, there is one thing youshould |  insouthern Europe is already below €18/MWh. Buying biomethane — which
congquer the panel invite list — or easy for moderators. I had one of my to make their points briskly soall avoid at all times. Never, ever agree to €40/MWh, and projected o fall fosome | isinjected info the grid like ordinary gas
guarantee you will never be invited ‘most seari i k ‘have a say. Thisis speak on a panel then pull out minutes €10-15/MWh by 2050. ile gr i
back again. few years ago when a shale gas panel 1 | tiresome and, worse, itcan embolden | before it starts, unless you have an hydrogen in Europes y atan y looks like a vi on. That
First off, it obviously helpstohavea | was chairing descended into a volatile revenge drones who try to steal back unbelicvably good excuse. i jing to is betting on.
top job in a globally famous company. ; - time from the origi h ing inci of Platt's hydrogen price wall, thera is Biomethane is still a long way from a
But demand is high for pancllists rom | 6 There is nothing more Usi ifyi on | potentialfor that tofall by 95 per cent. | soid proposition. Along with scale
ess stellar outfits if they can do ispiriti . baffling jargon is another no-no. Sois | vidois exacerbating this behaviour. i issue. Bi issues, buildi Jants
something less obvious: speak dispiriting than watching | 2 Te e without But itishard o thinkof a y i v e v abiity || T5ky. BaE wilk grean s resd i The
Inowledgeably and engaginglyon big | @ group of speakers on a slides and banging on irrelevantly ‘make sure you will never be invitedto | of waste. Europe has set a farget of money, cash-flush oil companies
global themes rather than just their 31 0 about your company’s latest product. speak again. 35 billion cubic metres of annual looking for renewable investments will
own group. stage pf)]'tdy agrecing on Thave also been on panels where praduction by 2030 — or less than be taking note.
1tis taken for granted that a panellist | the tediously obvious ®® | participants whip out their phone to pilita.clark@ft.com
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ACROSS

1_One being strung along by an unseen
hand? €10)

& Large drink or single ¢&)

10 One foo 0ld fo be one of fhe boys In blue
®

T Criticise a mother that initially polished
off nut fopping? ¢
12 Want strong drink with mangoes on

oecasion (8)

3 Box containing equesirian leader’s lance
15 Break info piano performing In English

7" ke use o ot and e wih hot iling
19 Watch oid boy start court action, perhaps
21Ty par oy epcs stk

Iyers
22 Sef of moral princlples used In Nazareth |
cormupted
24 What one could put up fo profect against
cats and dogs? (8)

27 Awful acne riled a person from another
country (9)

28 Country of orlgin of Isaac Newton, the
King's former wife and BA ultimately ()

29 Dinner for one (4)

30 Those demonstrating toy with store reps
around Sept. 4th (10)

1 Those leading men order advance
‘Towards castle (&)

JOTTER PAD

Solution 17329

‘You can now solve our crosswords
In‘the new FT crossword app at

)
2 Harsh-sounding quality of choppy body
of water (9)
3 Beastly fype of cad bumping off leading
Republican
& Account Tor old idea | enterfained G)
5 Almost Irrelevant chap who's always In
The Sun? @)
7_Old king wearing red and orangey-yellow

(o]

8 Going around north, peer fries careers in

underfaking (10)

9 Perhaps release English feacher one

charged ®)

14 Senior MP so in trouble for a silp of the
{10

fongue
16 One switching sides fo see one
performing on fiim (&)

18 Pracfical skill shown by legend cooking

With wok (9)
20 Country City and Unifed really love (not
European) )
21 Guy hosting nude floor show

23 Animal desire in husband on foremost of
aphrodisiacs ()

Issues fhe enemy raised somewhere at
the front (5)
2%
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Brands can help in a cost of living crisis by cutting their
marketing budgets. Wrong. We have more than 40 years
of evidence that a short=term reaction is never as effective
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