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Beijing boost
Xi offers Raisi
reassurance

Chinese president Xi Jinping welcomes
‘his Iranian counterpart Ebrahim Raisi
to Beijing yesterday, the first such visit
in20years.

Xi pledgedto increase trade with Iran
and “constructively support” efforts to
revive its nuclear deal with world pow-
ers, an effort to offer reassurance on his
commitment to a 25-year co-operation
agreement with Tehran signed in2021.

The remarks were a response to Ira-
nian complaints that the deal had failed
to deliver. Raisi said relations with
China were “moving forward” but that
“what hasbeen done is still behind what
should have been done™.

Tran’s concerns focus on Beijing’s
deepening ties with its Gulf neighbours
and potential appetite for Russian oil.
‘However, analysts said tension between
the US and China gave Beijing an incen-
tive tostrengthen ties with Tehran.
Trade vow page 3
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Russia masses aircraft within striking
range of Ukraine targets, west warns

& New phase as land forces stutter @ Nato speeds air defence deliveries # Ammunition needs critical

FELICIA SCHWARTZ
AND HENRY FOY — BRUSSELS

Western intelligence shows Russia
‘massing within range of
Ukraine, an indication that Moscow is
preparing to throw tsjts and helicop-

In meetings with allied countries sup-
porting Ukraine yasmday, ns defence
the

depleted so it is the best indication that
thcywu]lmmi.hnsmmanm[‘@( I the

secretary Lloyd Austin

threat of Russia’s significant air force..
“He was very clear that we have nshcm.
window of time to help th

ive . .. they

..e:d o Tave sty e At e

bilities and as mud] ammunition .
ssible,”

artosupporti
landoffensive.

‘The prospect of an air warin Ukraine
‘has prompted Kyiv's allies to prioritise
rapid shipments of air defence assets
and artillery ammunition, western offi-
cials said, to respond to the shift in
approach by Moscow as the war enters.
its next phase.

Intelligence shared anmngNnm allies

had ”asenior

Austinsaidlater yesterday that the US
fa “massive

US administration official said.
*The Russian land forces are pretty

Inside, Page 2

' German defence minister crificises

shows Russia is ixed-wing allies for y delays

and rotary aireraft close to i hendee suggests Finland and Sweden
with Ukral fficial: joinalli iy

briefed onits contents.

aerial attack” from Russia on Ukraine
but that Washington and its allies were
rushing as much air defence capability
to the country as they could.

“We do know Russia has substantial
aircraft .. . and a lot of capability left.”
he said. Ukrainesair defences were “not

ched the invasion last year, relying
instead on missiles, artillery and troops.
‘Western analysts have suggested that
this could be because of fear in Moscow
that Ukraine’s air defence systems
posed a threat to Russian aircraft or

» Wall Street bank bosses
upbeat over US economy
Top brass at Goldman Sachs,
Bank of America and Wells Fargo
have said that confidencein the
cconomy has improved over the
past few months.— pace &

»US inflation concerns

‘The consumer price index has
registered a smaller decline than
expected for January, heightening
worries over the persistence of
inflation.— PAGE 4 MARKETS, PAGE 11

» Biden set to tap Brainard
The president is poised to name
Fed vice-chair Lael Brainard as
his top economic adviser as part
of awider shake-up of the White

House economy team.—pAGe &

» Air India buys 470 planes
The airline has announced one of
the biggest aviation orders, in
which it will buy 250 plancs from
Airbus and 290 from Boeing, as
India’s market rebounds.— pAce &

» Shipping costs plummet
The cost of moving a container
from China to the US west coast
has fallen from $9,682 in March to
$1,444 now, as demand eases and
supply chains improve.— pace &

» BBC raid after Modi film
Tax officials have searched Indian
burcaus, weeks afer a report
critical of the premicr’s actions
during deadly riots in Gujarat
when he was top official.— pace 3

pecle:

announce anoth i package
thisweek, which will include air defence
and ammunition, said people familiar
with the matter.

Ukrainian and Nato officials have rec-
ently warned of ammnition shortages,

in poor condition.

dby the
impactofs defe

lhat Russia’s air force is mun])y quite
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“Mart than 80 per cent probably is
safeand available . . . Sowe are expect-
ingthat they're preparing to launch an
air campaign and they've been tryingto

we ,,
until we get more because that threat is
out there”, he added.

Russia has used its sizeable air forces
sparingly since Vladimir Putin laun-

needs trumped
lnngn term requests for materiel, such
as fighter jets, or quicker shipments of
‘western battle tanks, officials said, given
Russia’s new offensive, which Nato said

Number an Red List (000)

‘The number of threatenad animal species

[disable] Ukrainian air defences with  onMonday every
ks,” th dded. “What Ukraine t:lls us that they are particularly 3t risk, with species on
Some 54 i really need is and addi- |  fheinternational Union for Consarvation
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US military struggles to

Singapore wealth fund cools on China
for fear of risks in abrupt policy shifts

KAYE WIGGINS — HONG KONG
MERCEDES RUEHL
AND LEO LEWIS — SINGAPORE

Singapore’s sovereign wealth fund has
put the brakes on pr

ister Lee HsienL e imated

dent Xi Jinping’s policies might affect
investors, despite the end of “zero-

§700bn under management and has
reaped impressive returns from China

in China as it steps up scrutiny of risks

explain close S

Analysis » PAGE S

CIC, one of the s

“They have ically decreased
investments,” said one executive who
hadtricd totapGIC for funds toinvestin

China, adding that the “pivot” came ata

in private equity, has scaled back com-
mitments to China-focused funds over

time when it difficult to find other

Its investments in the country, which
it doesnot quantify, have been hit by the
property crisis and Beijing’s crackdown
on tech companies. The fund owns a
stakein Ant Group, whose $37bn initial

ITjuzi, a data provider that monitors

was halted by Chinese
regulatorsin2020.

As700ncesTy | the past year, five people with knowl-  investmentsin China, recorded justtwo  The fund was “burnt bad” by the
RMES0 d; id. It hasalso signif- irect i inChi crackdown on Ant and has become
HSS | icantly slowed the pace of its direct  GIClastyear, down from 16in2021. wary of unexpected moves from Beiji
Rupz0 | j inChi i Senior managers are uneasy at the  thatcould hit its investments or its abil-
Although GIC was an early backer of  geopolitical risk from souring US-China ity to exit them, one of the people said.
¥6500nc ) | China's growth story, some of the fund’s  relations and fear that Xi’s “common GIC said it still had “significant expo-
W&500 | most senior figures have struck a more prosperity” drive to reduce mzqnx]n.y sures” to Chinaand that it “continuesto
m‘xg cautious tone in internal di might! lore ities”.
Zati past year, twoof the, peoplesm'd. quences, two people clnse to GIC’s  Additional reporting by Hudson Lockettin
SSEBOINCGST) The fierce debate insid f Asia’s d Ryan. in Beiji
Nrswo | most powerful sovereign wealth funds GIC, chaired by Singapore prime min-  *Crowded trade’ page 10
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Ukraine

Berlin chides allies for tank delivery delays

Pistorius says capitals that
putpressure on Germany
have yet to follow through

GUY CHAZAN IN BERLIN AND HENRY FOY
BRUSSELS

Germany’s defence minister has voiced
frustration wit

For months, the German chancellor
‘was reluctant to provide Ukraine with
‘main battle tanks in case that increased
the risk of a direct confrontation
between Nato and Russia.

But late last month, Olaf Scholz
agreed to send 14 Leopard 2A6s after
the US committed to providing 31 M1
Abrams tanks, insisting that weapons

dthv:ncx be -dinated with allies,

spent i ' not“goit alone”.
tanks to Ukraine but have failed to Berhuxlso sa:ﬂ it would let allies re-
deliverany export Ukraine,

Tioria Pistoring sui prosrcadrude by

other countries in sending German-

‘made Leopards had “not been exactly

breathtaking, to put it mildly”. Asked if

he could understand those countries, he

sald: “As U ina diplomatic aren right
h?

and Lhzt it wanted to team up with its
allies to create two battalions of Leopard
25, equating toabout 90 tanks.

In addition, Berlin has approved the
export to Ukraine of 178 Leopard 1 tanks
decommissioned in Germany two dec-

now, 1

Officials in Berlin hoped the flurry of
announcements would prompt allies to
follow through on their promises. Thir-
teen European armies operate about
2,000 Leopard 2s, according to the
International Institute for Strategic

have triggered fears that Ukraine might

ing deliveries from Norway. Warsaw
alsoin’

lackt todeter Russia.

Pistoriussaid Portugal had agrecd to
send three Leopard 2465 — an “appro-
Pmm contribution” for a relatively

with Spain.

Nato officials said Berlin was waiting
for the coalition togel before sending its
ovn contingent. The plan was to send

But there were “no talks

Berlin hoped the flurry of
announcements would
prompt allies to follow
through on their promises

Studies. But sofar, apart from Germany,
only Poland has approved substantial
deliveries. Late last month, Canada said
it would send four and Norway said yes-
terday it wouldsend eight.

The relatively small

under way” di headded.
He also said Poland would supply
Leopard 2A4s but expressed doubt

Germany
ian tank crews, raising the pﬁsslhlllty
deliveries could be delayed if other

abouttheir “conditi they
areoperational”,

Poland, however, said the Leopard
coalition was gradually taking shape.
Defence minister Mariusz Blaszczak
said he had agreed with Pistorius that
Poland would form a group of nations
providing the 2A4s while Germany

Jens Stoltenberg, Nato secretary-gen-
cral, said on Monday that “speed and
urgency” were critical. “My top priority
i to ensure that the pledges allies have
made for infantry fighting vehicles, for
armour, for battle tanks, that they are
delivered as soon as possible because

would 2A6:
Canada had dr].weled 'tanks to Poland
withinstr await-

" he added.

Additional reporting by Barbara Erling in
Warsaw

Turkey. Earthquake

Erdogan blamed for building standards amnesty

Reprieve was designed to
relieve slum misery but is
linked to deadly collapses

ADAM SAMSON — ANKARA
AYLA JEAN YACKLEY — ISTANBUL
President Recep Tayyip Erdogan is fac-
ing a backlash for overseeing a 2018
amnesty for faults in millions of build-
ings across Turkey, regularising poor
construction practices that were
exposedin last week's earthquake.
Erdogan’s government approved
7.4mn applications within 18 months,
granting legal status to buildings that
‘had breached abroad set of basic licens-
ing, design and safety rules. The scheme
raised TL24bn, at the time about
$4.2bn, in building registration fees,
accordingtothe environment ministry.
Urban planners said the scheme, a
vote-winning measure pushed through
before the 2018 presidential election
that Erdogan won, had a scope that was
broader than many past amnesties in
Turkey, defying warnings about the
implications for carthquake resilience.
Duygu Cihanger Ribeiro, a professor
at the Middle East Technical University
in Ankara and board member of Tur-
key’s Chamber of City Planners, said the

so they could benefit from utilities such
aselectricity.

_ The 2018 et e the first to
Turkey’s

last big deadly tremor, m]_‘)?ﬂ inlzmit,

innorth-western Kocaeli province.
 “With the zoning reconciliation, we

205,000 citi-

“huge scope” applied to “almost every-  Life savers: cumulative effect was that builders
thingthat can beillegally built”, rescuerssearch  came to expect that “illegal actions will
of the February 6 disaster, in lised”, she said.
‘Kemal Kiligdaroglu, leader of theoppo-  a south-east Bugra Gékge, a city dep-
sition CHP party, said the government  Turkey quake uty secretary-general at the opposition-
had turned “houses into graves” zonelastweek.  controlled Istanbul municipality, said:
through the amnesty and ontop of that  Inset, Recep “Everyamnesty expanded upon the last
“took money forit”. Tayyip Erdogan  one ... and i hy h
The criticisms underscore how the =~ OmneosAGelyinges  the state would forgive infractions,

quake has become a political issue for
Erdogan just three months beforeagen-
eral election. Hewas already facing pub-
lic discontent over his government’s
early response to the quake, which crit-
icshavesaid wasslowand disorganised.
The quake, which has now s
the 1939 natural disaster in fatalities,
‘has killed more than 35,000 people in
Turkey, 3,580 in neighbouring Syria
and toppled thousands of buildings.
Civil engineers and earthquake special-
ists said the destruction was signifi-
cantly worsened by insufficient building
standardsin the quake-prone areas.
Erdogan’s 2018 amnesty was among
the biggest in a string of populist meas-
ures launched since the 1940s, often
ahead of elections, Ribeiro said. The

encouraging more and more illegal
building. The message is: following the
rulesis foolish””

Turkey’s Chamber of City Planners
said “such amnesties formalise the ille-

zens from Hatay,” Erdogan said before
local lections in 2019, The province of
Hatay, in southern Turkey, was one of
those hardest-hit last week. The presi-
dent similarly hailed the amnesty pro-
gramme in a speech in Kahraman-

gally produced built cnvi thus
invalidating all planning processes in

1 ﬂ!eslmpleslmmls" ‘The 2018 scheme

“Jegalised low-quality buildings and
structures” and there was “no doubt
the [quake-hit] region is suffering from
thismegligence today”.
About half of Turkey’s stock of build-
ings, or about 13mn units, does not.com-
ly with standards di 2019

Gékge said it was difficult to ascertain
how many of the buildings that came
down had beenincluded in the amnesty.
“Some of the destroyed buildings [did]
but we can’t say thiswas the only reason
theyall collapsed” he said.

Amnesty programmes began in the
late 19405, but were nitally focused on

society. They

pl
estimate by the environment ministry.
The government said at the time that
part of the reason for the 2018 amnesty
‘wastobringthese buildings into the fold

were aimed at “overnight buildings”,
occupicd by those who could not afford

odation.
However, over the years they became

‘Every
amnesty
expanded
upon the
last one
and gave
citizens the
sense that
the state
would
forgive
infractions’

atool that was often deployed before
elections, according to research by
Meltem Senol Balaban at Middle East
T:chnu:al Umvcnnty Thc latest round

Defence

Nato suggests
Finland and
Sweden might
join alliance
separately

HENRY FOY — BRUSSELS
RICHARD MILNE — 05LO

Nato has for the first time openly
acknowledged the possibility of Fin-
land and Sweden joining the military
alliance separately, breaking a taboo
over their previous insistence they join
asapair.

The prospect of the two Nordic neigh-
bours being delinked represents an
admission that diplomatic efforts to lift
Turkey'’s block on Sweden joining have
so far failed and a willingness among
Nato officials to allow Finland to skirt

ispute.

“So the main question is not whether
Finland and Sweden are ratified
together,” secretary-general Jens
Stoltenberg said yesterday. “The main
questionis that they are both ratified as
full members as soon as possible. And I
am confident that both will be full mem-
bers, and are working hard to get both
ratified as soon as possible.”

Both wereinabetter security position
than they were before Russia’s full -scale
invasion of Ukraine almost a year ago,
hesaid.

1t is the first time Stoltenberg has
veered from the official line from Nato,
Helsinki and Stockholm that the two
applications should be treated as one
joint bid. Other officials from the alli-
ance told the Financial Times that his
comment reflected a shift in attitude.

Recep Tayyip Erdogan, Turkey’s pres-
ident, has indicated he is willing to ratify
Finland’s Nato membership but not
Sweden’s, accusing Stockholm of har-
bouring Kurdish activists and allowinga
Koran to be burnt in front of Turkey’s
embassyinthe Swedish capital.

‘Asked about the possibility of Finland
being approved first, Ulf Kristersson,
Swedish prime minister, said that “we
will always respect each other’s deci-
sions”. He insisted that would not be a
“failure” and underscored that both
countries wanted to proceed together
but that their applications were “for-
mally” separate.

‘Hungary has also dragged its feet on
ratifying the two countries’ applica-
tions, but its opposition is seen as less
insurmountable. Viktor Orbin, Hun-
garian prime minister, blamed the
delays on alleged work overload in par-
liament stemming from his dispute with
Brussels over EU funds. He said Buda-

thh small bulldmg nmls as well as
major developers, Ribeirosaid.

“Aneffort that began to give the poor
livingin shims a reprieve was expanded
to benefit the people building high-rise
developments;” Gokge said.

“This gave legitimacy to projects that
skimped on concrete quality [or] added

anextrafloornot ject, becaus

pest would both bids in a par-
liamentary session starting this month.
Finnish officials have publicly com-
mitted themselves to joining with Swe-
den. Last year, the Finnish president
and centre-left government spent con-
siderable time convincing their more
reluctant neighbour that joining Nato
would be the right response to the cur-

they knew they would get an amnesty

. llsin May

But senior Finnish officials said that if
Turkey were only to ratify Helsinki's
AR 5

for presidential and parliamentary elec-
tions that were already set to be the
toughest in Erdogan’s two decades in
power. The president’s popularity has
been affected by a severe cost of living
crisis, which economists have partly
blamed on his unorthodox economic
policies. Turkey’s opposition is also set
to field a unified candidate to stand
t him.
See Opinion

itw

Finland —with its 1,300km long border

with Russia, the longest of any EU coun-
—torefuse to acceptit.

“Itis essential that Finland is in Nato
as soon as possible. Of course, we want
Sweden in there too, but if we have to
wait a month or two extra for that,Ido
not see that as a problem,” said one sen-
ior European diplomat.

Additional reporting by Marton Dunai in
Budapest
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Debt reduction

Brussels urges end to stalemate over reform of budget rules

SAMFLEMING — BRUSSELS

Brussels has urged EU capitals to
unblock talks over reforming the
union’s budget rules as soon as possi-
ble, as policymakersseek to foster pub-
licinvestment in prioritics such as the
green transition and avoid overly
& 1
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Paolo Gentiloni, the cconomics com-
missioner, said EU leaders needed to be
aware of the “urgency” of the need to

in November to simplify the EU's laby-
rinthine budget pact and give individual
e tited

political point that needed to be
remlved the discussions between EU

tionplans.

Talks on the reforms have been
blocked by apolitical stand-offover the
degree to which fiscal plans should be

of how much “dif-
ferentiation” there should be between
‘member states’ public debt reduction
plans, which he said was needed given
theirsharply varyingdcbt burdens.

ber states. German finance minister
Christian Lindner is particularly scepti-
cal about the thrust of the commission's
proposals, which he worries would

amend the rules, as Bi 1s secks to
rapidly push through a legislative over-
haul of its debt and deficit pact.

Enforcement of the stability and
growth pact has been suspended since
the early months of the Covid-19 eco-
nomic crisis, but policymakers includ-
ing Gentiloni say it will be reimposed
nextyear.

“Ifyou go backto the normal, previ-

ituati 't think thisis
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economy,” th
union, he .ddcd. “should have fiscal
rulesthatare considered fit for purpose,
and the existing ones are only partially
fit.and

currencyarea.

Officials are concerned a failure to
make progress on the revised frame-
work by next month would undermine
hopes of getting legislation through
before European elections next year.
They would also like to have a political
consensusin place on the new regime in
time for the reimposition of the pact in
2024,

The commission reforms would,
among other things, ditch an EU rule
that requires a 1/20th-a-year reduction
in debt ratios by member states with
debt above the EU’s ceiling of 60 per

The , on the other hand,
also nced to cnsure there was a “com-
mon framework” underpinning the
pact. “We need a political consensus

of

something the parliament will doina
coupleofmonths”

Officials are hoping a deal can be
struck at the Ecofin meeting of finance
ministers next month, teeing up a con-
sensus among EU leaders at a summit in
late March.

“It’s not always obvious for member
states, for ministers and leaders, to be
aware of the urgency of this subject,”
said Gentllam. “But waedun X ndd.ress

very soan, and th

thisissue,

time to give the European parliament
the possibility to discuss our legislative
proposals,” Gentiloni said. “This is not

The need to update the budget rules
has become more urgent, given the glo-
bal race to boost investment in the green
agenda, especially given EU fears that
the US’s $369bn Inflation Reduction Act
will lead to corporate spending being
diverted to the US.

Member states are debating ways of
making it easier to reorient EU funds
towards the green transition, something
that was discussed ina Brussels summit
lastweek.

Ttaly and other southern member
states havealso floated the idea of giving
capitals an extra year to spend their
share of the EU’s €800bn NextGenera-

1SN 1025-918X

77316,
or aitarnatvaly,

https://ft.pressreader.com/v99f/20230215

Gentiloni said there was one central

ay
there is an urgent need to take action

tionEU i fund.
US green ax credits see Companies
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Pentagon struggles to damp
UFO conspiracy theories

Lack of explanation about sightings stirs rumours and angers Beijing

DEMETRI SEVASTOPULO — WASHINGTON

Standing at the White House poditm on
Monday, National Security Council
spokespersonJohn Kirby sought toreas-
sure the American public about the
three targets the US had shot down in
recent day

*[ doxft think the American poople
need toworry about aliens,” Kirby said
about the unidentified flying objects
that were taken out over the weekend —
over Alaska on Friday, Canada's Yukon
on Saturday and Lake Huron in Michi-
gan onSunday.

Kirby was not the first US official to
confront questions about extraterres-
trials. A day earlier, General Glen Van-
Herck, head of North American Aero-
space Defense Command (Norad),
which has taken centre stage in recent
operations, said he had “not ruled any-
thing out” in determining the nature
and origin of the objects.

The Pentagon has released some
details about a suspected Chinese spy
balloon that was shot down off the coast.
of South Carolina this month. But offi-
cials have struggled to explain a spate of
aerial objects, sparking conspiracy
theories and a diplomatic furore with
Beijing.

Norad, known to the public mainly
for its Santa tracker, scrambled jets in
response to the three unexplained
objects, which pilots could not identify
because of the fighters’ higher relative
speedsand the objects’ highaltitude and
size, roughly that of a small car.

“That's a very small object, especially
when fighters are flying at about 0.8
Mach [just under the speed of sound,
about 614mph],” said Charlic Moore, a
retired F-16 pilot, whose call sign was
“Tuna”, and former deputy head of US
Cyber Command. “So it can be very dif-
ficultto get good fidelity on exactly what
these devices might be carrying or what
theymight be doing.”

Unlike with the alleged Chinese spy
balloon —a 200ft tall craft with a pay-
load the size of three school buses that
spent a week over North America —
Norad had less time to monitor the
other objects, which were shot down rel-
atively quickly. US officials have said the
three objects were roughly similar in
size. Kirby said they appeared to have
no propulsion capabilities or ability to
manoeuvre and were likely “being
movedby the prevailing winds”.

VanHerck on Sunday said he was not
ready to call the abjects “balloons”, But.
one person familiar with the situation
said the US had concluded that at least
two were balloons. Major General Paul
Prévost, director of staff for the Cana-
dian Strategic Joint Staff, called the
object over Lake Huron a “suspected
balloon”.

US and Canadian officials have
stressed they will struggle to draw con-
clusions until they retrieve debris from
the three aircraft, an endeavour compli-
cated by geography, terrain and treach-
erousweather conditions.

Prévost said the search area over the
“Yukonwas 3,000 sq km. The object over
Alaska fell on sea ice near Deadhorse, a
northern town with Arctic weather con-
ditions. Search teams have not deter-
mined where in Lake Huron the third
object fell.

The White House is also facing ques-

Deflated: US tions about why the military issuddenly
Navy sailors finding so many potential threats. US
recovera fighter jets under Norad shot down four
suspected objects in nine days after taking no
Chinese spy “kinetic” action in North America over
balloonoffthe  thecommand’s 65-year history.
South Carolina Officials said partof the reason for the
coastlastweek  higher number of incidents was that
St Norad had enhanced its radar capabili-
ties after the balloon incursion. Moore
said carly warningand surveillance sys-
tems had traditionally been optimised
for craft below 50,000ft moving at rela-
avclyighspecds.
“Now we're seeing things well above
50,000ft and that can [also] be com-
pletely stationary.” hesaid. “Those type
of targets would have been filtered out
Locations of aerial objects downed
over North America
IGREENLANDE
Feb10:
near Deadhorse, Alaska
.
Feb 1 . ,
central Yukon ‘Just like the
; air force,
AR OR Norad has
been under-
® Feb12: funded and
us Lake Huron allowed to
atrophy
Feb 4: off the coast of *
. Soutame 8 over the
EXICO paSt 30
Ecsslneec ) years'

inthe past.” Moore added: “Now we've
had to go back and recalibrate . . . our
systems so that we're making sure we're
sceingall those types of vehicles or tar-
gets. That has increased the number
that we're seeing’

David Deptula, a former F-15 pilot
who was deputy air force chiefof staff

Raisi visit

Xireassures Iran on ties
and vows to boost trade

KATHRIN HILLE — TAIPE|
NAJMEH

Atpresent, the most urgent need inIran

TEHRAN
Chi ident Xi Jinping pledgedto  moreChi 4
step up trade and i 0-0] readout of

ation with Iran and “constructively  With Raisi, Xisaid China was willing to

participate” in efforts to revive its
nuclear deal with world powers, as he
sought to reassure Tehran about the

work with Iran to implement the 2021
deal, “decpen practical co-operation
in trade, agriculture, industry, infra-
d other fields, and import

Speaking during a visit yesterday to Bei-
jing by Iran president Ebrahim Raisi
the first such trip by an Iranian leaderin
‘miore than 20 years — Xi said: “No mat-
ter how the international and regional
situation changes, China will unswerv-
ingly develop friendly co-operation
with

more high-quality Iranian agricultural
products”,

One area of concern for Tehran is
Iran’s oil sales to China, its main cus-
tomer. There has been widespread spec-
ulation China could increase purchases
from Russia and buy less from Iran as
western sanctions imposed over the

Ul Moscow to
of [the] China-Tran + ftsoil.
tegicpartnership” ‘The growing tensions IxetweeuWuh—

Raisi's three-day visit comesas 225 ington and Beijing give China an

year co-operation deal signed in 2021
has failed to deliver economic benefits

tive to further strengthen ties wuh
Tehran, say analysts.

expected by Tehran and Befjing. Xi’s  “China supports Iran in safeguarding
pushto dtq)tn ties with Iran’s regional nxnoua] sovereignty and resisting uni-
rivals, i i Arabia, has also bullying” Xisaid.

rattled the Islamic Republic. ‘But while China and Iran are expected

During their meeting, Raisi said the
two countries’ relations were “moving
forward” but that “what has been done
is still behind what should have been
done”, accordingtoIranian media.
“After the two countrics signed this

to sign economic agreements in Beijing,
Chinese analysts have doubts they
‘would bring firm commitments.

On the 2015 nuclear accord, Xi said
China would “continue to construc-
tively participate in the negotiations”on

iving “the i of the

not hieved saud

Fan Hongda, an Iran expert at Shanghai
International Studies University. “Some
: - A dissatis

agreement on the Ira-
nian nuclear issue, support Iran in safe-
guarding its legitimate rights and inter-

ion with China’s in Iran.

ests,and he carly and proper

UK broadcaster

BBC offices in India searched
after Modi documentary

SO REED AND FOTEHA NS
NEW DELHI
JASHINE CAMERON-CHILESHE — LONDON

Tax officials in India have searched
BEC news bureaus in the country's two
largest cities, weeks after the broad-

fori par-
ticular challenges for radar systems.
“These balloons do not have a very
high radar cross-section because they
are made from thin material and there is
not a lot of equipment on them, so they
aredifficult todetect,” said Deptula.
Recent incidents should be a
“wake-up call”, he added. “Just like the

caster aired critical of
Prime Minister Narendra Modi’s
actions during deadly religious riots in

The BEClast month aired a two-part
documentary that raised questions
about Modi’s actions during the 2002
religious riotsin which more than 1,000
people died, mostly from the minority
Muslim population.

The report claimed that Modi, who
served as Gujarat’s chief minister at the
time before rising to national office in

Gujarat when he
ingofficial.

“The income tax authorities are cur-
rently at the BEC offices in New Delhi

2014, was “directly responsible” for the
“climate of impunity” that enabled the
violence. His government rejected the
film as a “propaganda piece” and the
product of  “colonial mindset’, and
y law to block it

and iy cn-operat:

e

air force, Norad has been
and allowed toatrophy over the past 30

ars’
Prévost said the object over Lake

day. “We hope to have this situation

The UK’s Fumign, Commonwealth &

 The BBC's World Service reported
fici Ihi said th

closely monitoring the situation.
o e

Alberta, 0ver1,000 miles away. Asked if
that meant Canada had a “domain

awarrant for the search, and that some
employees’ phones had been taken.

the u:
of tax surveys marked a “continuation
ofatrend of using government agencies

" he said: “Th

Calls to some of i ¥ y

They're
smaller in size and harder to find

went
“The Indian tax authorities are con-
ducti h C offices in Delhi

tions that are critical of government
policies”. The action “um:lrrmlns con-

Dennis Wilder, former head of China
analysisat the CIA, said the US had been
exposed by its inaltention to potential
threats in “near space” — mughlylhe

& Mumbai,” Jannat Jalil, a BBC World
Service j it saidon

lndmhasamcnn‘lofmndumngmm

Twitter. “This comes weeks after a BBC
documentary qucsuon:rl the. mi: of PM

regulatory i
and companies that are am of official
favour. Last ym tax inspectors investi-

12and Narendra riots gateda lis tank, the local arm
Tevel —asChinaincreased activity. in2002.” of Oxfam anda fund that supportsinde-
“Everyone has been thinking about | India’s income tax d.:pl.m:.\:nt could  pendent newsoutlets.

space as a bigdeal and so people have
? said

only

was “doing
” at the BBC. “Itisa limited

‘Wilder. “This is partly because we
haven't been thinking about near space
somuchourselves.”

See The FT View

action, a sumy a spokespers\m wld
the Financial T

ces has fallen in recent years, as media
outlets and journalists that criticised the

were “a scarch upcmuun, as wmng!y
quoted inthe media”.

not to publish controversial reports.
Additional reporting by Arjun Neil Alim

FT series. Russia in Africa

Moscow plays ‘disrupter’ in effort to cultivate economic links and influence

“Russia’s engagement in Africa has
been fairly consistent since the carly
2000s, where they have realiscd they do
not have a strong hand to play vis-a-vis
other external actors so the best thi

roughly three times more than in the
same month in 2021, according to com-
modity analytics providerKpler.

Putin is likely to seek to menglhen

5 = useful partner for African  thingelse — has proventobeunsteady”  ingtoa person familiar with the work-

Continent cheersinvestment  giateq. Russian engagement in Africaisnot  ings of the bank. VTB said the sugges-

- - “Russia d;d not renlly have Africaas  new. The Soviet Union h.'(ckcdlhﬁ UN unn nl gnvmunem involvement in its

but. for many. diplomatic oneof it prioritiesbuta  General Asembl was “politically
relations are more important h i - for l.m.-d 2

——————————————  larly since the full-scale invasion of  in 1960 and helped fund liberation  Despite its growing the

TOM WILSON — LONDON

At the inaugural Russia-Africa summit
in the Black Sea resort of Sochi in 2019,
Russian president Vladimir Putin
promised to double trade with African
states within five years as he sought to
‘win new friends with offers of nuclear
powerplantsand fighterjets.

years on, few of those promises
‘have materialised and yet Russian influ-
ence on the continent is growing faster
than at any point since the end of the
coldwar.

Russian trade with Africa in 2021, the
‘most recent full-year figure available,
was worth §15.6bn, up 25 per cent on
2018, and just a tenth of the continent’s
trade with Chi ‘data.

Ukraine Tafuro, a Russia
expert at the Italian Institute for Inter-
national Political Studies.

As Russia has become isolated from
Europe and the US, expanding diplo-
matic and trade i wit

in South Africa, Angola,

continent, Russia has lacked the eco-
i head to head

they
The tactic, aimed at

fri it due to behc]d m
StPEtE:sbmgmhllv But politi

Ties frayed with the collapse of the
Soviet Union in 1991, before invest-
m:nts by Russian state - mining and

friendly states in Africa was critical to
the Kremlin’s narrative that Moscow

in the 20005, A concerted pursuit of
African opportunities began after Putin

had “alternatives”, said Tafuro. regained the presidency in 2012, spear-
Sergei Lavroy, Russia’ f headed by compa-
ter, has visited Mali, South Africaand nies, includingstate-owned VIB Bank.

Angola this year. In July, he toured
Egypt, the Republic of Congo, Uganda.
and Ethiopia.

“Russia has chosen the politics-first
course, in

However, controversy has sur-
rounded some of VTB’s African activi-
ties, not least its involvement with
Credit Suisse in the provision of $2bn of
loans to ique in 2013 and 2014

area natural uence of successful
political co-operation,” Russian aca-
emni wrote in November

in an affair known as the “tuna bond”
scandal. Three former Credit Suisse

‘However, Moscow remains the biggest
exporter of arms to Africaand, thror
investments and trading relationships

for Valdai, the Kremlin's forcign policy

think-tank. “This approach is likely

to be efficient,” he added, “since the
f

in goods from di itrus fruit,

https://ft.pressreader.com/v99f/20230215

atives have pleaded guilty to han-

VB executives would regularly take
calls from Lavrov asking them totarget
deals with particular countrics, accord-

with China, the US or EU.

Instead, Moscow has tended to play
the role of “disrupter”, said Joseph Sie-
gle, at the Africa Center for Strategic
Studies in Washington.

y_
Closc tics: 2 Russtan military vehicle
in Bangui, Central African Republic

oty cﬂm] African Repub-
lic, where mercenaries from Wagner
Group have helped expand Moscow’s
influence —and gained access to lucra-

analysts.

WL Al i o el ine.
trade and investment, Russia’s political
support, particularly given its perma-
nent seat on the UN Security Council,

tive gold and di ‘mining areas in

wasof aid Priyal

US Treas-

Singh,

ury.
The most successful pillar of Russia's
conventional trade with Africa is arms,
managed mainly by state-controlled
Rosoboronexport. Between 2010 and
2021, Russian arms exports to Africa
dwarfed those of every other supplier
and were three times greater than those
of China, the second-biggest over the
period, according to the Stockhelm
International Peace Rescarch Institute.
It has also increased exports of oil to
Africa since the Ukraine invasion, send-
ing 214,000 barrels a day of refined
petroleum products in December,

for Security Studies in Pretoria, South
Africa.

“Nomatter how meagre the commer-
cial engagement can be, beinga friend to
the Kremlin, for alot of African states, is
away of getting Russian support to keep
them off the agenda of the UN Security
Council,” he said. “That is the value of

having Moscow asa friend”
Russia in Africa
LN T the ourthin asertes.
For previous arlicles, go fo
ftcomfussiainarica
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Cost of living

US inflation fall unlikely to ease price fears

Slightdrop and strong
jobs figures put pressure
on Fed over tightening

JAMES POLITI — WASHINGTON
HARRIET CLARFELT — NEW YORK

The US consumer price index rose ata
Tateof 6.4 per cent last month compared
with a year earlier, a smaller decline
than expected, in data that will heighten
concerns about the persistence of high
inflation in the economy.

Economists expected a deceleration
in the annual CP1 to 6.2 per cent from
the 6.5 per cent pace recorded in
December, according to the consensus

forecast published by Reuters. Stripping
out energy and food prices, the “core”
CPI measure rose at an annual rate of
5.6 per cent in January, also slightly
below the 5.7 per cent rise the previous
month. This compared with econo-
‘mists’ expectationsof a 5.5 per cent gain
inthe year-on-year measure.

‘The January inflation data was being
closely watched as vital guidance to
investors, economists and US central
bankers. An unexpectedly strong jobs
report for last month stoked expecta-

tions that the Federal Reserve might
e il

miss the soft landing it is hoping for,”
sail ief i

futures market indicated that investors

sents a bigchunk of disposable income

officer at Quilter Investors. *With infla-
tion falling, but at a much more gradual
pace than on the way up, the opportu-
nity for policy mis-step is greater.”
Trading on Wall Street was choppy,
with US stocks and government bonds
swinging between gains and losses after
the CPI announcement. The S&P 500
share index was 0.3 per cent higher in
early trading. The technology-heavy
‘NasdaqComposite was up 0.6 per cent.
The two-year Treasury yield, which

at5.25 per cent in July, before fallingto
about 5 per cent by December — imply-
ingone interest rate cut before the year-
end. As recently as early February, two
cutswere priced infor 2023.

On a monthly basis, the CPI rose 0.5
per cent last month against 0.1 per cent
in December. The “core” measure
increased at an unchanged pace of 0.4
per cent. Energy prices rose 2 per cent
on a monthly basis, while food and
clothing costs rose at a faster pace than

‘monel i 1 th

closely

“The Fed will be ined not to

was up 005 points to 4.58
e

take its foot off the gas too early and

percent, inga ds in pri
Those moves came as pricing in the

Housing costs rose at a pace of 0.7 per
cent, slightly slower than in December
‘but still a rapid clip for a cost that repre-

for many But used car
prices continued to dip, and the price of
new carsroseataslower pace.

Economists at Lazard wrote: “To
pause the tightening cycle, the Fed will
need to see more muted price gains and
less tightness in the labour market. The
wait for both isongoing”

The Fed has raised interest rates from
near-zero to a target range of between.
4.5and 4.75 per cent over the past year.
Asinflation has eased since peaking last
summer, the central bank has slowed
the pace of rate rises, from 0.75 percent-
age points and 0.5 percentage points in
the second half of last year to 0.25 per-
centage pointslast month.

Former UN ambassador
breaks with her old boss to

run for the White House

LAUREN EEDOR — WASHINGTON

In the days following January 6 2021,
when mobs of Donald Trump support-
ers stormed the US Capitol, Nikki Haley
tore into the then president, saying he
had “let us down” and “lost any sort of
political viability”.

But within three months, Haley,
Trump’s one-time ambassador to the
UN, had changed her tune, telling a
Teporter in her home state of South
Carolina that she would support Trump
if he sought another four years in the
‘White House, adding: “Iwould not runif
President Trump ran.”

Yesterday, less than two years later,
‘Haley, the 51-year-old former governor
of South Carolina long seen as a rising
star in the Republican party, made
another U-turn by launching her own
«campaign for president.

She becomes the first Republican to
challenge Trump for the party’s nomi-
nation in2024, inasignificant affront to
her former boss that underscores the
growing divisions in the party over who
should be its standard-bearer heading
intonextyear’s presidential election.

“Republicans have lost the popular
~vote in seven of the last eight presiden-
tial elections. That has to change;” Haley
said ina campaign launch video yester-
day that made no direct mention of the
former president. “It is time for a new
generation of leadership to rediscover
fiscal responsibility, secure our border
and strengthen our country, our pride
and our purpose”

‘While Trump continues to command
support from a significant phurality of
the party’s grassroots, elected Republi-
cans and deep-pocketed donors have
increasingly called for the party tomove
ina new direction, especially after a rel-
atively disappointing performance in

US politics. 2024 election

Haley launches Republican challenge to Trump

v

Candidates:
Donald Trump,
then president,
in2018 with
Nilki Haley,
wheleft office in
his good graces
but is now

Haley is likely to be the hrsl ina
number of former Trump

him for the

state. Ron DeSantis, the Republican
governor of Florida, is seen as a favour-
ite among the grassroots. Al face a deli-
cate political dance asthey seek tocarve
out their own lane in what could be a
crowded primary field, while not stok-
ingthe ire of Trump and his supporters.
“Youhavegot 10 or 11 candidates who
are scared to death of Donald Trump.
The only one that shows any courage or

the race in the coming weeks and
months. Other possible candidates
include Mike Pence, Trump's vice-presi-
dent, and Mike Pompeo, his secretary of

-

lead is the one that jumps out of
the [nx]:mle first,” said one Republican
donor who urged Haley to run, before
adding: “You know, it always the first
one outof the foxhole to get shot.”

Apoll North

Star Opinion Research, a Republican
polling firm, found the majority of likely
primary and caucus voters were ready
to move on from Trump, believing
either he cannot win or that he is too
focused on the past rather than the
future. The survey found thatina hypo-
thetical 10-way ballot, DeSantis led with
39 per cent of the vote, followed by
Trump on 28 per cent, Pence on 9 per
cent and Haley and former congress-
woman Liz Cheney on 4 per cent each.
‘Whit Ayres, the veteran Republican
pollster and strategist who conducted
the poll, said it was “not at all unusual
for way inthe pack”,

‘Ttis time

for anew
generation of
leadershipto
strengthen
our country,
our pride
and our
purpose’

and argued that with a year left to go
until the Iowa caucuses, the race was
“wide open” for Haley or another chal-
lengertogainground.

“All the reticence about Trump refers
to his personal characteristics, not his
policy positions. Itisall about his behav-
iour, his mouth, his divisiveness, his

combativeness,” Ayressaid. “If you can
offer many of the things that Republi-
cansliked about Trump, without all the
deleterious personal characteristics,

ive face”

Lael Brainard

Biden poised
to name Fed
vice-chair for
top economic
advisory role

JAMES POLITI — WASHINGTON

President Joe Biden is set to name Lael
Brainard, vice-chair of the US Federal
Reserve, as his top economic adviser,
bringing the central bank’s second-in-
command to the White House to serve
as one of Washington's leading finan-
cial policymalkers.
Brainard will become the next director
of the National Economic Council, the
main White House job co-ordinating
economic policy across the govern-
ment, two people familiar with the mat-
ter said. She will replace Brian Deese,
who is leaving the administration after
morethan two years inthe role.
Brainard’s departure marksan abrupt
exit from the central bank’s leadership
for the former Treasury under-secre-
tary for international affairs. Although
she has been on the board of governors
at the Fed since 2014, she has been vice-
chaironly since May last year.
Brainard’s move is part of a broader
shake-up of Biden’s economic team
after November's midterm elections.
The overhaul is also expected to involve
the clevation of Jared Bernstein to the
chair of the White House coundil of eco-
nomicadvisers, taking over from Cecilia
Ron

use.
Janet Yellen, Treasury secretary, is
inin her post.

you. y
Haley is described by observers as a
ErbH il pls e

In her years at the Fed, Brainard has
been known for her dovish approach to

edly beaten the odds at the ball
traditional Ecunnmlc and social con-
servative, sh paral-

on fmancnal rrg\zlaunn, suppomng
for

lelswith Margaret Thatcher, even para-
phrasing the former UK prime minister
in the title of her most recent book: If
You Want Something Done . . . Leadership
Lessons from Bold Women.

The daughter of Indian immigrants,
she worked as a book-keeper for her
family’s small business before entering
local politcs. In 2004 she took upaseat
inSouth Carolina’s

more rigorous
banks. In a speech at the University of
Chicago’s business school last month,
Brainard said “inflation remains high”
and policy “will need to be sufficiently
restrictive for some time” toget it down
to the Fed’s 2per centtarget.

But she also expressed some confi-
dence that the US might secure a “soft
landing’, avoidinga recession —a view

six years later was elected as its et
emale governor.

Trump tapped her in 2017 as his
ambassador to the UN. She voluntarily
stepped down from the role two years
later and, unlike many Trump appoint-
ees, left office in the president's good
graces and untainted by scandal. “Sheis

shared by

Brainard has longbeen thought one of
the most talented economic policymak-
ers of her generation within the Demo-
cratic party. She had been considereda
contender for Treasury sccretary before
Yellen was chosen and for chair of the
US central bank before Biden decided to
nammalz]ay Powell toa second term.

P
of the Trump administration with her
reputation cnhanced,” said Ayres.

But Chip Felkel, a longtime Republi-
canstrategist in Greenville, South Caro-
lina, questioned whether Haley's more
recent flip-flopping on Trump would
undercut her credibility, both with his
loyalistsand conservatives looking fora
clean break with the former president.

“If sheis goingto dothis, she has got to
make that break .. . go all in and tell

ople who are ready to get past the
chaoswhy sheisthealternative;” he said.

Haley's supporters insist she will be
able o thread the needle. Alex Stroman,
the former exceutive dircctor of the
South Carolina Republican party, said:
“Nikid's entire career has been about
speaking out when she thinks she nccds
tospeakout, and then supporting poli-
ciesthat shebelievesin”

Democrats have been
saepum]u( Brainard in the past, partic-
ularly because she was seen as sympa-
thetic to more open trade and engage-
ment with China while she worked at
the Treasury department under former
president Barack Obama. But they have
largely supported her approach at the
Fed.

Brainard’s appointment comes at a
political inflection point within the
White House. With Republicans in con-
trol of the House of Representatives,
Biden's expansive economic legislative
agendaisexpectedtogrind toahalt.

‘But Brainard will be in charge of man-
aging the White House's response to
expected fiscal brinkmanship by con-
gressional Republicans over the debt
ceiling and may have to help negotiate
an agreement with Congress to avoid a
default on US debt ‘The White House

Janan Ganesh see Opinion

on her
appointment.

Global trade

Container shipping costs plunge as consumer spending drops

OLIVER TELLING AND VALENTINA ROME!
LONDO!
RICHARD MILNE — COPENHAGEN

Theprice of shippinggoodsonvital glo-

Inthe US, spending on goods is now
down5.4 per cent in realterms fromthe
‘March 2021 peak. In the UK, sales vol-
umes are backbelow pre-pandemic lev-

comed by importers, which are also
having to adjust to reduced demand
caused by the cost of living crisis. “It’sa
fairly significant positive,” said Jonas

total cargo capacity of vessels on order
was equivalent to 30 per cent of the
active global fleet, according to
Jonathan Roach, analyst at shipping
broker Braemar. This compares with

P y2019.
The delivery of these vessels could
add to excess shipping capacity,

North Africa

Tunisia begins crackdown by
arresting opposition figures

HEBA SALEH — CAIRO

Tunisian authorities have launched a
widescale crackdown against opposi-
tion figures and critics of increasingly

greater repression since Saled’s coup;”
said Monica Marks, Tunisia specialist
and professor at New York University in
Abu Dhabi. “We are firmly in the realm
of extrajudicial abductions happening

ideth law.. . Theredocar't

bal routes has fallen 85 per cent below  els after ri amuelson,
its peak as the cost of living crisis hits  April 2021 Wi still high and i
consumer spending and pandemic-  central bank rates set to rise further, ‘With many clients on long-term con-
in di i lemand i inweakfor  tracts, which have proved less volatile
therestoftheyear. than short-term rates, shipping groups

This month it cost $1,444 to ship a
standard 40f steel container from east-
ern China to the US west coast at short
mnotice, according to shipping data spe-
cialist Xeneta, down from a peak of
$9,682 in March last year. The wide-
spread delays and queues, which hit
ports at the height of the pandemic,
‘havealsodissipated.

Kiel Institute, a German think-tank,
said despite 2 monthly gain of 2.1 per
cent last month, the quantity of goods
shipped was down 5 per cent from Janu-
ary2022 levels.

Ninety per cent of goods reach retail-
ers by ship. Demand has plunged as
inflation has surged, triggeringa severe
costof livingcrisis in several ecconomies
and leading central banks to attempt to
restrict spending with higher interest
rates. The reopening of bars and restau-
rants and other facilities closed during
the pandemic has led to more spending
on services, too.

Shipping group Maersk predicts
demand for containers — a proxy for
trade — will fall by 2.5 per cent thisyear.

‘The S&P monthly survey of purchas-
ing managers found new export orders
contracted across the world throughout
the second half of Iast year and in Janu-
ary. Last month the IMF forecast global
trade growth would decline to 2.4 per
cent this year, from 5.4 per cent in 2022.

Leah Fahy, at research firm Capital
‘Economics, said while China’s reopen-
ing had “somewhat improved” the out—
look, “weak demand elsewhere will
keeptrade subdued for some time”.

After two years of bumper profits,
shipping groups have warned investors
of the risk to their bottom line. Maersk,
the second biggest container shipping
group, last week said operating profits
this year would be between $2bn and
$5bn, down from $31bn last year and
$20bn in 2021

But the fall in prices has been wel-

https://ft.pressreader.com/v99f/20230215

Shipping a 40t

from a $9,682 peak

are likely to retain the benefits of higher
rates for at least this quarter bt[nrc new

1f that does happen, however, ship-
ping groups are likely to resort to the
same tactics used during the initial
shock of the pandemic. As factories
shuttered, the groups took scores of ves-
sels out of action. This created the “most.
favourable supply and demand
dynamic ever”, said John McCown, a
founder of advisory firm Blue Alpha
Capital, leading to surging rates when

In a bid to put a floor under rmgm
rates, groups are also cutting sailings. In
2022, carriers cancelled or skipped
1,639 shipments between east Asia and
Europe or North America, 240 per cent
increase on the previous year, according
todata provider eeSea.

Despite this, the drop-offin shipping

There are challenging geopolitical
conditions, too. Russia's full-scale inva-
sion of Ukraine and pressure on busi-
nesses to decouple from China have
added yet more headaches.

Vincent Clerc, Maersk chiel execu-
tive, said despite the recent improve-
ments customers were well aware that

rom

ing overcapacity problem. As demand
for container space soared during the
pandemic, many carriers ploughed
moncey into new ships. Last month, the

time to time, to be disrupted by global
events. “I don't think any of them are
Iookingat the coming ycars and saying,
“Ourproblemsare solved””

authoritarian president Kais Saied,
i db 3 i
ingparliament in 2021.

former justice min-

]
seem to be any unifying principle
behind the sede They spanthe polit-

ists to Islam-

ister and senior leader of Nahda, the
moderate Islamist party that was the
largest in the dissolved assembly, was
arrested on Monday night. Nahda said
inastatement that it condemned Bhiri's
“kidnapping”.

? lar riticof

ists)” sh:mldeﬂ.

‘Until Saied’s power grab in]July 2021,
‘Tunisia was seen as the only democracy
to have cmcrgcrl from the Arab upris-
ingsof20:

Saicd,a pohhml novice with no party

Saied who heads the i

whumafnrmﬂ'pm[esmr

Mosaique FM, a lcmimg rmim station,
‘wasalsodetaine

The men were seiz:d in a wave of
arrests since the weekend. Others held
include at least two judges, according to
news reports, as well as Kamel Ltaief, a
politically i i jon mag-

of constituti 1 sic
dent byalxndsl:d: {2019 nwhat s
lysts sawasarebuke to  fractious poli
cal class that had failed to address the
country’s cconomicchallenges.
However, Saied has set about rede-
signing the political system to give the

president Anew

nate, and Khayam Turk, founder of an
cconomic think-tank who was once
& el

ter shaped by Saied was adopted in a
referendum last July on a 30 per cent

moot by
Nahda and twosecular

“This is a dramatic escalation and
part of the steady march towards

turnout. f parlia-
ment and gave the president extensive
authority over the government and
judiciary.
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Branching out Apple’s diversification strategy to shift manufacturing from China to India will be a long process © companies

Companies & Markets

US bank chiefs
upbeat about
‘softlanding’
for economy

e Corporate data ‘better than thought’
@ Fears of inflation-led recession ease

JOSHUA ERANKLIN — NEW YORK.

‘Executives at some of Wall Street's big-
gest banks said that the US economy
was holding up better than corporate
leaders had expected and that themood
‘was more optimistic than it was a few
‘monthsago.

The comments from top brass at
Goldman Sachs, Bank of America and
Wells Fargo reflect the growing belief
that the Federal Reserve may achieve a
so-called “soft landing” for the US econ-
omy in its battle to tame inflation while
avoidingarecession.

“The consensus has shifted tobea lit-
tle bit more dovish in the CEO commu-
nity that we can navigate through thisin
the US with a softer economic landing

“spending data is still really healthy”.

The comments mark a shift in tone
from late last year when top US bank
executives, while highlighting a resilient
consumer, issued wary outlooks for the
global economy. Solomeon said at the
time that some of Goldman's clients
“sound extremely cautious”. But, at the
‘midpoint of the current US carnings
season, corporate America’s top leaders
have been split on the chances of the
country escapinga recession.

S&P Global’s risk appetite index,
which surveys data from about 300 US
equity market institutional investors,
this week showed that risk appetite
from investors remained negative but
the degree of risk aversion had fallen to
the lowest since November.

In its battle to reduce inflation, the

Soaring ambition Air India to buy 470 jets in
effort to position country as international hub

i sssinEnsa0BEasE |-

CHLOE CORNISH — MUMBAI
CLAIRE BUSHEY — CHICAGO

“ Fed has lifted its main interest rate

Those consumers have i e v SYLVIA PFEIFER — LONDON

money. Theyre employed 4.5 per cent and 4.75 per cent in less Air India will buy 470 planes from
thanayear. Airbus and Bocing in one of the big-

3 md they have a‘lot of ‘This has fuelled concerns that the US gest aviation orders globally, as the

capacity to borrow cconomy could tip into a recession in |  country’s air-passenger market
2023 -ﬁllrme i

than h: d Recent data

six months ago;” Goldman chief execu-
tive David Solomon told an industry
conference organised by Credit Suisse
yesterday.

Solomon’s brighter view was echoed
by BofA chicf Brian Moynihan yester-
day, who said profit margins at midsize
companies were holding up “betterthan
they thought” and consumer spending,
which accounts for about two-thirds of
USeconomicactivity, remained strong.

“If you look at the consumer, they
keep spending money;” Moynihan told
the BofA Securities financial servlces

“Those

lml of resilience in the labour market
half of 2022 and into

The carrier plans to buy 40 long-

Ready for take-off: Air India’s order isamong the biggest the i

drasekaran announced the Airbus
purchase yesterday at a virtual event
attended by India’s prime minister,
Narendra Modi, French president
Emmanuel Macron and Tata patri-
archRatan Tata.

The family conglomerate bought
Air India from the government last
‘year, returning the airline to ts origi-
nal owners. The airline had been

the start of this year, raising hopes
FEEL e s

body AS50jets, as well

in 1953. Tata has prom-

y has ever

Britain’s Rolls-Royce, whose Trent
XWB engines power Airbus’s A350
jets. Tt will also create 450 manufac-
turing jobs in the UK, where Airbus
‘uilds commercial aircraftwings.
Boeing predicted that within the
next decade India will become the
third-largest market for air travel,
‘ehind the US and China. It expects
regional traffic will grow at 7 per cent
annually through 2041, nearly double

as 140 A320neo am‘k 70
gle-aisle aircraft from Airbus. From

“Air India is not yet another
drasekaran, add-

Today’s order leaves Air India “well

Adani says
shares rout is

‘temporary’
volatility

CHLOE CORNISH — MUMBAI

Indian tycoon Gautam Adani has dis-
missed a share-price rout triggered by
ashort-seller assault on his conglomer-
ateas “temporary” volatility.

Atthe quarterly earnings release of his
Adani Enterprises yesterday, the ports-
to-power mogul said his conglomerate’s
biggest division “will continue to work
with the twin objectives of moderate
leverage and looking at strategic oppor-
tunitiestoexpand andgrow”.

Adani’s comments came hours after
home affairs minister Amit Shah said
that India’s ruling Bharatiya Janata
party had “nothing to hide” over US
short seller Hindenburg Research's
assault on thebillionaire.

Adani, regarded as a close ally of
Narendra Modi, has painted the threat
to his conglomerate as a “calculated
attack on India”. Opposition politicians
have used the longstanding relationship
hctwttn Modi and. quw(:u]am native

Adani Enterprises shares rose as high
as Rs1,889 yesterday, up 9 per cent on
the opening price of Rs1,735 and up
from a low of Rs1,017 on February 5,
accordingto National Stock Exchange of
India data. The stockisstill down about
45 per cent since Hindenburg published
a report last month alleging stock
manipulationand fraud.

‘The Adani Group has denied the alle-
gations but Adani Enterprises had to
cancel a $2.4bn share sale that was
intendedto broaden its investor base.

India’s regulator told the Supreme
Court on Monday that it was investigat-
ingallegations made in the Hindenburg
report and share trading before and
afterits publication, Reuters reported.

Adani Enterprises said it had made
“no material financial adjustment” to

money. They're cmployed, am‘ldley'rc
spending money and they have a lot of
capacity to borrow.”

Wells Fargo chief financial officer
Michael Santomassimo also said that

tion andavoid arecession. rival Boeing, it said it would buy 190 project,” said Chan positioned to achieve its expansion | its quarterly results, which refer to a
However, ncw datayesterdayshowed | of the narrow-body 737 Maxjets, 20  ing it was akin toa “national” project. plans”,said Stan Deal, chicfexccutive | period before the Hindenburg report
the US consumer price index declined | twin- mkmmdmmxs wnh the  “Alotof emoti involvedinthis o ial jet business. ‘The Adani i
by less than project, The aireraft wil be dlivered over | unit. by market cup, Enterprises
serving as a reminder of the persistence. Th: dealispart of an o by id that AirIndia i several y reported profit after tax of Rs8.2bn
ofhighinflationinthe US. ownes priva- i he flect size” as th todeliver ($99mn) for the three months to the
Despite his more optimistic tone, e eclipses previous  grew, and thecompany s e)q)eclzdw persstent supplychain ssues since | end of Decenber;t posted a Rst20mn
Solomon issucd a caveat. recordsfor asingleairli the peak of i lossforth last year.
was “still sticky” and that “it’s still Kirtwase ot dhsck the sl | et Cliel ettt Gul]]mlm: Airbus’s Scherer said that the com- ‘Adani Enterprises said carnings had
uncertain exactly what the I:rs]ectury terms. The list price for the planes  Faury hailed the deal as “historic”, panywould deliver the first of thesix | been boosted by increased profits at
willbe of from Bocing totals $34bn, although  and said that the AS50 and A320nco  A350-900sat theend of 2025.The34 | mnitsincludingitscoal-trading division,
“I think we'ré in an cnvi irli ically receive dis planes had been chosen “toscript Al A350-1000s willbedcliveredacouple | 40 per cent year-on-year risc in pas-
ing to have kind high still, i of years later, while the 210 single- senger numbers at its airports, and ris-
of more sluggish, slower growth fora |  makes it the third-largest sale in the _ “The Umelsng,’nt forIndiatoturn aisle aircraft will be handed over |  ingsolar-pancl manufacturing capacity.
iod oft i thisto | U hubheadded.  “from the tail-end of the decade”, Quarterly revenues rose 42 per cent
rebalance,” Solomon said. Tata Sons chair Natarajan Chan-  The deal isal i i i year to Rs270bn.
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n what he claimed was his last pres-
entation to investors in November,
Masayoshi Son lamented that his
entrepreneurial knack would be
‘wasted as SoftBank shifted toa full

defensive mode to cut losses. To avoid
that, he pledged to devote himself
entirely to growing Arm, the UK chip
designer owned by the Japanese tech-
nology group.

Four months on, it not exactly clear
to the outside world what the 65-year-
old founder isup to. For the first time in
decades, and being true to his word, Son
did not appear on stage last week as
SoftBank revealed fresh investment
losses of $5.

ance “now rests squarely with” the Brit-
ish chip subsidiary and the Vision
Funds, one of which holds a 25 per cent
stakein Arm.

The good news is that Arm's perform-
ance has improved during the October
to December quarter. Its three-month
revenue increased from $581mn to
$746mn, andits pre-tax profitincreased
77 per cent from a year earlier for the
nine-month period. At itsearnings pres-
entation last week, executives said Soft-
Bank was on track to list Arm’s shares
duringthe fiscal year to March 2024.

But thatis where the good news ends.
After launching its first Vision Fund in
2017, Son unveiled a grand plan to turn.
SoftBank into a “strategic holding com-
pany” from a telecoms group. Since
then, ithas committed $162bnin invest-
ments via the two Vision Funds and a
Latin  American

fund, but cumula- A5 one analyst put it, the
tive losses stand at 5
S4.80n. Japanese tech group is

As onc analyst i i
ol now looking more hkg a
now looking more MOMeENtUM investor
likea®

‘What was clear, though, to investors
was just how much the future of Soft-
Bank, which Son dubsas “a vision capi-
talist”, rests on one company: Arm..

Following a historic selldown in Ali-
baba, an investment on which Son built
his name as one of the world's greatest

than a ‘vision capitalist’

a
investor” than a
“vision capitalist”. It invested in strug-
gling office company WeWork, col-
lapsed Greensill Capital and cryptocur-
rency exchange FTX as valuations of
technology start-ups were soaring.

Now it is in full protective mode,

, Arm now

-abigger
Banlk’s net asset value than the Chinese
ecommerce group. At 16 per cent, Arm
isalso bigger than the 13 per cent share
of the overall NAV for SoftBank’s
domesticmobile business.

Inanote to clients, Macquarie analyst
Paul Golding said it seemed “prudent”
forSonto focuson Arm considering that
SoftBank’s future and its share perform-

est rates and a global economic slow-
down. That isa relieffor some investors,
but it does raise questions of whether,
with valuations falling, the Vision
Funds are missing an opportunity to
invest in good start-ups at reasonable

rices.

Following the frantic pace of deal
activity in recent years, the Vision

Funds made only two investments in
the last quarter. Navneet Govil, finance
chiefof the Vision Funds, says their late-
stage portfolio is worth more than
$37bnand will be ready to list once mar-
ket conditions improve. That includes
the Vision Fund I's 25 per cent stake in

‘which SoftBank bought for $33bn
in 2016 and it now estimates is worth
¥2.6tn ($20bn).

‘With the massive sale of its stake in
Alibaba, Arm will be one of the last
majorassets SoftBank can monetise.

‘The question is whether Son is now
going onan offensive to make sure that
Arm’s initial public offering, most likely
in the US, succeeds.

Before the IPO, analysts say it makes
sense for SoftBank to first assemble a
consortium of the biggest technology
companies that would buy some of Soft-
Bank’s stake in Arm — an idea that has
previously been floated by US chip-
maker Qualcomm. IfSoftBank then lists
Arm, it will ensure that its semiconduc-
tor technology remains widely available
and, crucially, allow Arm's share price to
avoid an overhangif investors fear that
the Japanese group will keep sellingits
stake in its British subsidiary to plug ts
losses..

The Vision Fundsare mostly dormant
for now but Son can no longer walk
away from them since he owes the com-
pany he founded more than $5bn due to
the widening losses at the group’s vari-
ous investment vehicles. If SoftBank
shuts down the Vision Funds, Son will
face the obligation to repay the money
the company fronted him to invest in
the technology-related funds. For Soft-
Baniks fortunes to recover, Son needs a
rebound in global markets but, more
immediately, he needs to work his
magicon Arm.

kana.inagaki@ft.com
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Betting group Flutter weighs US ]isting

UK owner of Paddy Power
and FanDuel looks to build
on share of growing market

ARJUN NEIL ALIM AND AKILA QUINIO
LONDON

Flutter, the world’s largest listed gam-
bling company, is considering a US list-
ingas it looks to consolidate its position
inthegrowing American market.

The FTSE 100 company, which owns
Paddy Power and FanDuel, said its
board had reached the view that “an
additional US listing of Flutter’s ordi-
nary shares will yield a number of long-
term strategicand capital market bene-

fits™. The
Holdca an the pn:pasal i i
tially taking it to a vote at its mnual

by the fact that Fox, the
Murdoch-owned media

could claim its option to buy almost 20

Flutter, alongwith

vely
Analysts at Jelferies sad that the
“move », adding that they

75per PP

meel.lugmApn],ndun;n i per cent of AnIPO could e as 888, al:be‘}i;ghi\;
t said the move with heavier in the UK ang
would “take precedence” over aprevi- Ay aditional US listing, Ircland as governments seck to tackle

ously mooted IPO of FanDuel inthe US.
The betting group said the US was
now its largest country by revenue and
that a listing would enable Flutter to
expand its profile there, allowing it to
access US capital markets and attract

... will yield a number of
long-term strategic and
capital market benefits’

problem gambling.

Flutter’s group revenues were up 11
per cent to £3.4bn in the six months to
June 30, driven by strong results in the
US. The group acquired FanDuel for
$158mniin 2018. It was valued at $22bn

would expect a “premium valuation”
for the company in the US.

Analysts at Davy Research also
viewed the announcement “positively”,
adding that it would allow access to
“new US domestic investors as well as

@ liquidity”.
Flutter’s FanDuel bet heavily on the
Super Bowl, airing a $7mn 30-second
ial and offer ffree

local talent with share i i It
would also leave the door open to shift-
ing its primary listing from London to
the US in the future.

The company had considered a sepa-
rate listing of FanDuel, but this was

pl
approval from the arbitrator”, accord-
ing to Fox. Flutter denied that Fox could
blockanIPO.

Flutter said that the location for the
listing would be after dis-

profitable byits full-year 2023 carnings.

The US Supreme Court struck downa
federal ban on sports betting in 2018
kicking off a race between gambling

bets to qualifying customers. Its chief
executive, Amy Howe, told CNN that
theywere expecting about 17mn bets on
thegame.

SeelLex

Industrials

Toshiba profits
slump as crisis
deepens with
departure of
operations boss

ERI SUGIURA — TOKYO

Toshiba’s quarterly operating profits
fell almost 90 per cent, as turmoil at the
scandal-ridden Japanese industrial
conglomerate decpened with the resig-
nation of a top executive over improper
entertainment expenses.

The disappointing results — far below
analysts’ forccasts — come as Toshiba
considers a$15bn buyout proposal from
a consortium led by a Japanese private
equity firm, in what would be the coun-
uyblargesttake-private deal

Energy. Subsidies

Middlemen gain in rush for US green tax credits

Brokers and lawyers say Biden’s
$570bn package of incentives is

triggering a financing revolution

STEPHEN FOLEY AND DEREK BROWER
NEW YORK
‘The Biden administration’s $370bn
package of subsidies for clean energy is
generating a surge of activity for con-
sultants, lawyers and brokers, after
allowinggreen tax credits to be sold on
the open market for the first time.

Veterans of clean-energy finance say
the groundbreaking structure of the
incentives in the Inflation Reduction
Act could turn out to be as significant as
their unprecedented size, bringing new
sources of capital as well as a host of
opportunities for middlemen.

‘Entrepreneurs are already exploring
new products, inchiding trading plat-
forms for tax credits, to capitalise on the
legislation.

Meanwhile, the first sale ofan IRA tax
credit could come any moment, lawyers
and consultants told the Financial
‘Times, as financial term sheets from
renewables developers are already cir-
culating.

“The market is now. People are work-
ing feverishly to get this up and run-
ning,” said Greg Matlock, renewable-
energy leader for the Americas at the
consulting firm EY. “Thisis a burgeon-
ingindustry on multiple fronts.”

The IRA has been hailed as the largest
package of support for the energy tran-
sition by any country, extending gov-
ernment largesse deep into the supply
chain for green technologies and caus-
ingconsternationin Europethat it could
pu]l significant investment away to the

m- law gives developers of renewa-
ble-energy projects and man

new ways to get the value of tax credits
upfront — a critical element, since
projects typically do not make taxable
profits for years.

‘Companies that do have tax liabilities
they want to offset have been able to
invest in “tax equity” partnerships with
developers, but the deals represent
complex, long-term commitments so
the participants have been limited to big
‘banks anda few othergroups.

“Tax equity favours certain kinds of
project and certain kinds of investors,
but we don’t need JPMorgan now to tell
us we have a good project,” said John
Gimigliano of KPMG's national tax prac-
tice. “It is the democratisation of
finance.”

More companies are expected to

‘The Inflation become buyers of tax credits, said Elias  gest that tax investors could buy $1 of “The
Reduction At Hinckley, partnerat the law firm Baker taxcreditsforabout90 cents. .
hasbeenhailed  Botts, now that they do not have to  The IRA hasalso allowed developers  market is
asthe largest endure the “brain damage” of a tax  ofssolar-encrgy projectstotake tax cred- NOW. People
support package  equity partnership. EY’s Matlock said  its based on annual production instead " 5
for the energy Lha}.lh:md.lhswml]dapprxlmmmpa— of based on the initial investment, are working
transition by s that did not have sigaificant tax ia-  meaning they can be sold in smaller  foverihly
any country v bilities every year but wanted to S5 S e e e -
Franteagses T inig the market. “There's only so many tax investors (0 ge this
ThelRA it i mﬂ“x ‘said Mike
oE Gl ek sk T v up m!d i
hydrogen, renewable gnxand:spmally “The IRA hasunlocked and dealtwith ~ TUNNING
battery manufacturing — among the  someof the capacitylogjam.”

new technologies considered critical as
the Biden administration tries to com-
pete with China in a global clean-energy
race and decarbonise the American
economy in an effort to tackle climate

Ontop of a 30 per cent investment tax
credit, further tax breaks are available
to certain developers complying with
‘wage requirements or locating projects
in former fossil-fuel areas.

Stacked up, the credits will be equiva-
lent to 50 per cent of a project’s fair
value, but 65 per cent of

Lawyers and consultants said they
had seen a big uptick in work since the
passageof thelaw, with more to come as
new financial structures are developed
and buyers and sellers of tax credits
start needing due diligence work.

Erik Underwood, who had worked as
a corporate financier on renewables
projects for Marathon Capital and Aela
Energia, founded the start-up Basis Cli-
‘mate in October, two months after the
IRA's passage. Basis is aiming to be a
‘marketplace for tax credits on relatively

developers’ hard costs, said lawyers at
Vinson & Elkins. Early indi

projects.
“The IRA is a sea change for climate

finance” aid. “Our view is

that it will enable the next thousand

companies to participate in climate
projects”

The IRA has created an opportunity
for new kinds of insurance products,

Toshiba’s
Yanase resigned after auditors found he
had repeatedly submitted entertain-
ment expenses without reporting the
names of attendees, in violation of com-
panyrules.

The alleged misconduct took place
when he was a board member of a sub-
sidiary in 2019, before his nominationas
chiefoperatingofficer.

The company posted an operating
profit of ¥5.3bn ($40.1mn) for the Octo-
ber-December quarter, far less than a
consensus estimate of ¥38bn, according
10 S&P Clobal Market Intelligence.

Its hard-drive business was hit by a
drastic weakening of demand as manu-
facturers and businesses curbed spend-
ing in the face of a recession. The con-
glomerate also recorded a ¥10.2bn

impairment charge for its Toshiba TEC

‘We feel strongly that
there is an urgent need to
transform the company’

Akihiro Watanabe, Toshiba chair

printing business as the subsidiary’s
share price fell.

Toshiba cut its full-year operating
profit forccast by a quarter and now,
expects o post one of ¥95bn for the fis-
calyearto March. tis the second down-
wardrevisionsince November.

‘The company blamed one-off factors
for ts poor performance, but the abrupt
resignation of the chicf operating officer
is another blow to its reputation. It has
lurched from accounting fraud to finan-
cial crisis and a protracted battle with
activist |

investors.

The 147-year-old enterprise last week
received a final acquisition proposal
from Japan Industrial Partners, which
has teamed up with financial services
group Orix, Chubu Electric, chipmaker
Rohm and other Japanese companies. If
the proposal is approved by Toshibas
board and activist shareholders, it
would conclude an eight-year saga that

i 1

too, said Jordan Tamchin, tax
practice leader at CAC Specialty, a bro-
ker. There can be significant subjectiv-
ity in calculating the value of a tax
credit, and therefore a risk that the
Internal Revenue Service might claw
backsomeorallof it in anaudit, he said.

He predicted the first tax credit trans-
fer could be finalised by the end of this
month.

Baker Botts attorney Hinckley said
uncertainty remained over implemen-
tation of the law, as the US Treasury

has. industrial
atetothe brink of col 5

“With the aim of acting in the best
interests of shareholders and other
stakeholders . . . the company will con-
duct necessary negotiations,” said
Toshiba chair Akihiro Watanabe in a
statement yesterday.

“We feel strongly that there is an
urgent need to transform the company.
We believe it is important to reach a final
conclusion on the strategic alternatives
of the company as soon as pnsnblc and

works to put the trans-
fer of creditsand other provisions.
Traditional tax equity structures
could dominate forawhile, he said, with
sales of cmf.ws happening at Lhe mar—

tostart e

‘Masahiko Ishino, mmnmmlm at
advisory company Tokai Tokyo
Research Institute, said: “I dont think
there are no business oppummm:x for
Toshiba,

i purred by the!
nxq\uckly'ldchx.racb:rm:)lu%p:r

sadth chicl aperting offce's depar-

at the moment, but in Ehe next few
ths that will change and there will

could be quutmnnb]e that banks are

bealotof dollars flowing,” he said.

SeelLex
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Ford to axe 3,800 European jobs as it cuts model range and prepares for switch to electric

PETER CAMPBELL — LONDON

Ford will cut 3,800 jobs across Europe,
or 11 per cent of its workforce in the
region, as it pares back its range of

seriesof electric-only models, whichare
less complicated todevelop.

“The amount of [product develop-
ment] work needed to be done is less
because of that mmphﬁmnqn_ Ford’s

globally is reducing [because] the real-
ity is once the technology is developed,
it’s much easier to repeatedly install in
future vehicles”

In Europe, the company expects to

The UK siteat Dunton, where most of
its UK cuts will fall, is for

needed 40 per cent fewer staff to

engineering Transit vans.
The cuts make up just over 40 per
centof Fords European product devel-

y m
Ford cut about 3,000 product develop-
inthe US, Canad: d Indi;

cutswould be “unimaginable” for work-
ers. It also raised questions over “the
Iulureuﬂhe Germlnl-‘nrd sites” includ-
which

Germany's IG Metall union, which

models and prepares to stop selling ey oy 3 llonly ic cars by 2030 and will roughly inline with chief  represents 2.2mn German employees,
o on the product activities  ph ine-driven vans by 2035. ] y icti it warned planned

‘The US carmaker, which will shed the

jobs over the next two years, will make

most of the cuts in product develop- cars containing parts from a “foreign landscape and decided this was the followed by the F-150 Lightning fruck in

‘ment, such as designers, engineers and
testers, while about one in five back-
office roles will disappearaswell.

It will cut 2,300 German jobs, with
1,700 from product development, while
‘the UK will lose 1,300 roles, with 1,000
from product development. Another
200 jobs will be lost elsewhere. The
company currently has 34,000 staff in
‘Europe, including6,500inthe UK.

Ford has been cutting back itsline-up
in Europe, where it struggles to turna
profit. The brand has ditched smaller
cars such as the Fiesta and Focus from
the region and is preparing to launch a

Licensing deal
New US factory to use EV
battery tech from China

Ford plans to license fechnology from

Chinese battery group CATL touse ina
$3.5bn factory it plans fo build in
Michigan as it accelerates a pushnfo
electric vehicles.

The carmaker's deal with the world's
biggest battery producer comes as new
s tax credits for EVs fake effect under
the Inflation Reduction Act climate law
passed last year. But the law prevents

https://ft.pressreader.com/v99f/20230215

entity of concern” — a reference to
China, Russia, Iran and North Korea —
from receiving these fax credits.

The licensing agreement with CATL
differs from other recent deals struck
befween car companies and battery-
makers, in which General Motors,
Stellantis and Ford have formed joint
ventures with manufacturers LG, SK and
Samsung, all of which are
headgquartered in South Korea.

Sam Abuelsamid, an analyst at
Guidehouse Insights, said: “I's likely

best solution fo minimise any political

2026. The new lithium iron phosphate

makﬂslhzl'-'xesm_

Ford is in talks to sell its Saarlouis
plant in Germany but has said it is
investing €2bn at its Cologne factory to
produce electricmodels.

The carmaker also announced
£380mn of investment in its Halewood
plant in Liverpool to produce electric

blowback™ batteries will be available for both.
The plant would be wholly by CATL ill help the plant
a Ford subsidiary and employ 2500 start operations, and some of the
workers when it opened infhree years, | equipment wil come ffom China
ives said. The ill pay consumers who
fouse CATL's formuia to make lithium | bought EVs with these batferies initially
iron phosphate batferies,a chemistry | would qualify for half of the $7,500 tax

that is cheaper but less energy dense
than foday’s EV batferies containing
nickel, cobalf and manganese.

Ford and CATL agreed last year that
‘the Mustang Mach-E vehicle would

CATL at the political

CATL ies this year,

credit available-for consumer vehicle
purchases, Marin Gjaja, the company’s
chief customer officer, said. That sum
could rise fo the full amount based on
where the carmaker procured minerals.
Claire Bushey in Chicago

Y
“These are difficult decisions, not
taken lightly,” said Ford’s European boss
Martin Sander. “We recognise the
uncertainty it creates for our teamand [
assure them we will be offering them
our full support in the months ahead.”
Ford has also been making cuts to
operations to try to boost its profitabil-
uyas it grapples with chip shortagesand
costs. Sander said earlier this year
that the electric vehicle unit was not
likelyto make a profit until 2025.
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Apple faces along road making its
manufacturing shift to India work

US group’s effort to unwind dependence on China-centred supply-chain strategy runs into obstacles

PATRICK MCGEE — SAN FRANCISCO
JOHN REED — NEW DELHI

Apple is hitting stumbling blocks in its
effortto increase production in India, as
the UStech giant faces pressure tocut its
‘manufacturing reliance on China.

The iPhone maker has been sending
product designers and engineers from
California and China to factories in
southern India to train locals and help
establish production, according to four
people familiarwith the operations.

Ttcomes as Apple attempts to unwind
its dependence on a China-centred sup-
ply-chain strategy, following months of
Covid-19 disruption that led to it report-
ingits first decline inquarterly revenues
inthreeand a halfyearsthismonth.

Apple is building up nascent opera-
tionsin India in an overdue diversifica-
tion strategy, following the blueprint it
setin China two decades ago, with engi-
neers and designers often spending
weeks ormonths at a time in factories to
oversee manufacturing.

While Apple has been producing
lower-end iPhones in India since 2017,
last September was significant with
Indian suppliers building flagship mod-
els within weeks of their launch in
China, where virtually all iPhones and
other Apple hardware are made.

But its experience in recent months
‘has demonstrated the scale of the work
tobe doneinthe country.

At a casings site in Hosur run by
India’s Tata, one of Apple’s suppliers,
about one of every two components
comingoffthe production line isingood
enough shape to eventually be sent to
Foxconn, Apple’s assembly partner for
building Phones, according to a person
familiar with the matter.

This 50 per cent “yield” fares badly
compared with Apple’s goal for zero
defects. Two people who have worked in
Apple’s offshare operationssaid the fac-
tory isona plan towards improving pro-

ficiency but islong.

Jue Wang, consultant at Bain, said
Apple isat the start of its expansion into
India. “We're not talking the same scale
of the Zhengzhou factory” — a factory
‘hub in China known as “iPhone City”

some 300 =
“and everybody acknowledges there
will be different efficiency, but it is hap-
pening’, she said.

In China, suppliers and government
officials took a “whatever it takes”

h to win iPhone orders. Former
Apple employees describe instances in
which they would estimate a certain
task might take several weeks, only to
show up the next morning to find it
completed atinexplicable speed.

Operations in Indiaare not running at
that sort of pace, said a former Apple
engineer briefed on the matter: “There
just isn't a sense of urgency”

A person involved in Apple opera-
tions said the process of expanding to
Indiais slow in part because of logistics,
tariffs and infrastructure. This person
said Apples diversification into south-
east Asia has been smoother thanks to
the Regional Comprehensive Economic
Partnership, a free trade agreement
among 10 regional nations.

Mark Zetter, president of Venture
Outsource, a consultancy for the con-
tract electronics industry, said such
inertia hasbeen a problem foryears.

Five years ago, when Zetter did
research for the Indian think-tank Gate-
way House, he found contract manufac-
turers would “frequently claim they can
fulfil any need” foran electronics client.

But in reality they would be “slow to
respond to customer concerns after the
deal is signed” and “lack flexibility” to

Diversification  respond to changes. The Apple engi-  say India’s potential for Apple ishuge. ‘Bt these
drive: Applehas  neers havealso, at times, been housedat  Bain, the global consultancy, estimates
setitssightson  city-centre hotelsin Chennai, the capi-  manufacturing exports from India are baby
Indiatobea tal of the southern Indianstate of Tamil -~ could more than double from $418bnin g, Apple
main hub for Nadu, two hours away from the facto- 2022 to more than $1tn in 2028, driven .
facturi i ing. by policy support and low costs. It esti- 1S NOW
b i ‘This requires four hours of dailycom-  mates electronics exports will grow at gettingits
muting, with occasionally poor WiFi  anannual rate ofupto 40 percent.
connections alongthe route. Vivek Wadhwa, a Silicon Valley based  fe€ton the
Appledec e and acad:mx[: w!m last gI'OllllCL
‘ ing Prime Mini Modisaid learning
In India, Apple is only just behind il e el gvsents what does
businesses to take advantage of Apple's
value share, but from selling far fewer devices o mdwusﬁy&um Ch::f_E Appl and doesn’t
Market share, 2022 G0 governments “arcbending ok’

B Other
. Oppo 22
B Xiaomi
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o
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over backwards to bring industry in,
and they will do what China has done”,
he said. “But these are baby steps. Apple
is now getting its feet on the ground,
learning what does and doesn’t
work . . . Give it three years and you'll
seeitscalingup”

‘Wadhwa acknowledged that the frag-
‘mented, bureaucratic government in
India was something to which Apple
‘would need to adapt. He suggested its
engineers learn the art of jugaad —a way
of “making do” or transcending obsta-
cles. “Because everything in India is an
obstacle,” hesaid.

Recent jobs ads from Apple make
clearit has big ambitions in the country,
‘whichis on track to surpass China as the
world’s most populous nation this year.

One ad tells prospective employees
they will “grow nascent operations in
Indiatoserviceall product lines of busi-
ness at Apple while slmulumeonsly
building the factory of the futu

“India” was also msmmncd 15 times
in Apple’s earnings call this month, with
chief executive Tim Cook saying he is
“very bullish on India”. He called the
‘market “hugely exciting” and “a major
focus”, and confirmed plans to soon
open. Applc Stores in the: mum:ry

Tata has ambiti

full-service Apple supplicr like the Tai-
wanese, and it has the approval and
backing of the Indian government,
according to people in India familiar
withits plans.

The Indian conglomerate s intalksto
buy an iPhon assembly tsid

Personal goods
Louis Vuitton
appoints US
artist Pharrell
to head design
of menswear

ADRIENNE KLASA — PARIS
LAUREN INDVIK — LONDON

Louis Vuitton has appointed the artist

Pharrell Williams to take over mens-

wear design following the death of Vir-
il Abloh.

The luxury giant, the flagship brand of
Bernard Arnault’s LVMH group, has
been.on a growth streak emerging from
the pandemic, and s looking to consoli-
dateits position at the top of the market.

The appointment of Williams, a mul-
tiple Grammy winner, at the helm of
menswear designis the first bigmove by
Pietro Beccari, Louis Vuitton’s recently
appointed chief executive, who previ-
ously led Dior. Williams will present his
firstcollection in Parisin June.

“Iam glad to welcome Pharrell back
home, after our collaborations in 2004
and 2006 for Louis Vuitton . . . Hiscrea-
tive vision beyond fashion will undoubt-
edly lead Louis Vuitton towards a new
and very exciting chapter,” Beccari said
onthelabel's Instagram page.

‘Williams takes over the position
vacated by Abloh, who died in Novem-
ber 2021. A pioneering designer, Abloh
wasthe first African American to heada
majorlabel ata European huxury house.

LVMH’s success has propelled it to
become Europe’s largest group by stock
market capitalisation. Bernard Arnault,
whose family controls the group, is now
the richest man in the world after
recently outpacing Tesla’s Elon Musk.

The appointment of Williams is a
coup for LVMH, which has been increas-
ingly working with cultural influencers
andartists, such as the label's extensive
collaboration with Japanese artist Yayoi
Kusama. It will alse allow the brand to
tap the links to the American music
industry and streetwear on which Abloh
capitalised. The news was first reported
by the Wall Street Journal.

Williams has been elose to the nevly

inted Louis Vi

Bangalore in the neighbouring state of
Karnataka from Wistron, a Taiwanese
rival to Foxconn

for some time, attending pivotal shows
at Dior and collaborating with Beccari
il 2010

after experiencing labour unrest and
protestsin2020.

One person familiar with the plans
said Apple was facili i

‘The musician said last year that he is
also working on a collection with Tiff-
any & Co, another LVMH-owned brand,

that would allow Tata to take majority
ownership, rather than a 50:50 joint-
venture structure. Bloomberg first
reported on the talks. Tata declined to
comment on its plans. Wistron did not
reply to a request for comment.

Meanwhile, India’s government has
given the preliminary go-ahead to
‘Apple’s Chinese component suppliersto
begin operation, in joint ventures with
Indian partners, according to a person
familiarwith plans.

The move is significant as the Indian
government has a border dispute with
China. It had banned dozens of Chinese

das and LVMHrival Chanel.

‘Williams first rose to prominence asa
producer and musician as part of the
group the Neptunes in the 1990, before
becoming a hitmaker known for smash
singles such as “Happy” as well as being
a producer for artists ranging from
Beyoncé to Justin Timberlake.

‘He has since won 13 Grammy awards
and been nominated for an Oscar twice,
while also branching into design and
entrepreneurship.

Louis Vuitton became the world's first
$10bn luxury brand back in 2018. The
group has survived the pandemic with
aplomb, despite the hit to the key Chi-

tory p against phonemakers | nese market arising from President Xi
since a clash at its northern fronticrin | Jinping’s zcro-Covid policy and the
2020thatleftatleast 24 dead. suge neasesattheendoflatyear

This month, rted record profits
Sitharaman said India intended to pro- rmzcm at the end of fanuary.

vide customs duty relicf on the import
of parts and inputs used in mobile
phones, such as camera lenses, ina bid
to “defend domestic value addition in

‘The group spans dozens of brands,
including Moét champagne and Cheval
Blanc hotels. Al five of Arnault’s chil-
dren work for the group, and specula-

An clectronics industry executive in
Tamil Nadu said Apple is Iate to the

game,
“They should h: d this exer-

Arecent reshuffle shifted Beocari into
his current position at Louis Vuitton
fmmhsmk lschl:fmcuhvratnmr,

cise five years ago,” he said. “They
should have started diversification car-
lier sothey would reap the benefit at this
time”

hich
e el
Delphine.

Additional reporting by Leila Abboud in
Paris

il & gas

First crude exports from Energean project bolster Israel’'s energy security

DAVID SHEPPARD — ENERGY EDITOR

Israels first stream of ol exports has
launched from Energean’s Karish
development in the eastern Mediterra-
nean, a landmark moment for a coun-
try once vulnerable to a lack of domes-
tic energy supplies.
The nation’s first overseas crude ship-
‘ment was loaded on Monday from the
Energean Power Floating Production
Storage and Offloading unit, agiant ves-
sel used to develop the Karish gasfield.

Energean’s FPSO is part of a develop-
ment that has been politically contro-
versial because of its location onaonce-
disputed maritime border between
Isracliand Lebanese waters.

Israel in July shot down

tions, a US-backed agreement was
reached in October that a

cargoes internationally, Energean said.

international prices because Israel isa

forthe company. Isracl’s lack of domes-
Y doil

maritime border between the Karish
gasficld and the Qana gasfield on the
Lebanese side. Energean started pro-
duction at Karish late last year and

Encrgean, listed in London, has
grown rapidly since being founded by
Greek banker Mathios Rigasin 2007.Iis

doubled since 2019 to

wasa point of
weakness for much of its history follow-
ingits 1948 independence, with many of
the worlds largest oil producers in the
Middl ; i

f£2.2bn

But, in the past decade, multiple dis-

France’s ies is due to begin
illis later in 2023.

The crude loading on Monday was
still deemed sensitive enough to take
additional security measures, however,
The Seliger Aframax tanker, capable
of carrying about 700,000 barrels of
crude, was visible on satellite tracking
next to the Energean Power FPSO late
on Sunday evening but then turned off
its tracking device. This was done as a
security measure, according to one per-

believed to

the FPSO by Lebanon's Iran-backed
Hizbollah group, before the project’s
start-up.

But, after years of indirect negotia-

A ing vessel, the EDT Aurora,
was also positioned near the tankers on
‘Monday afternoon. Vitol, the world’s
Iargest independent oil trader, has a
deal to offtake and market the Karish

https://ft.pressreader.com/v99f/20230215

1ppy o help Isracl
join “the club of international oil
exporters” and said it wasa “milestonc”

Energean’s FPSO loaded its first ship
with crude on Monday

coveries in the waters of the eastern
Mediterrancan have helped reduce
Isracls dependence on imported fossil
fuels.

Israel is now self-sufficient in natural
gas, which has reduced its reliance on
coal and helped smooth ties with its
neighbours through export agreements
to Egypt and Jordan, although it still

y
ciated oil can be shippedinternationally
by tanker, with Energean expected to
get closer to the global price for its
crude, to be known as Karish Blend.
Israel's largest gasfield, Leviathan,
which started in 2019, also produces
some associated crude oil that is sent to

3 fob 2021

2 ren 2023

Legal Notices

3 it NOTICE UNDER
domestic refineries. SECTION 1314 OF THE LABUAN
oil and gas CT, 1

which includes operations in Isracl,
Egypt, Italy and Croatia, is expected to
rise with the ramp-up of Karish from
about 41,000 barrels of oil equivalent a
day t0 150,000 boe/d by the end of the

While Karish is primarily a gasficld,
the success of its associated oil produc-
tion is crucial to the economics of the
project for Energean, according to peo-
ple familiarwith the matter.

The price Energean receives for the
gas it produces at Karish is lower than

yearand: din2024.

Israel is still largely reliant on
imported crude for its 300,000 b/d
refining sector, with domestic demand
ufabuutm.uoﬂb/d It exports asmall

Notis i breby gven tut.

Fie. L. (Company No.

volume of refined such as
petrol and diesel, according to the US

Dt 15 February 2023

Energy
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Issuance of debt that aims to
uphold climate pledges falls as

Fixed income. Poor incentives

Sustainability bonds stumble
amid greenwashing scrutiny

of reneging on their green promises.
“Both myself and the market are
quite concerned about the quality

scepticism on penalties grows
KENZABRYAN

“The market for a class of bonds once

of these i [SLBs]” said
Charlotte Edwards, head of ESG fixed
income research at Barclays.

Investors will probably be a bit more
“picky” about what they are buyingin
2025,sheadded.

fgreenis
flaggingasi investors worry thauhedcbl

some is that SLBs hav: not so far

does not impose
penalties on companics for missing

fun’,a
lower borrowing cost that

sustainable debt instruments into
regulation, said SLBs in their current
form werea “greenwash machine”.
Esma, the financial sector regulator
forthe EU, warned this month that SLBs
could be considered a “free lunch” for
issuers, for example because of the
widespread use of call options, which
means issuers could recall a bond before
a step-up takes place, as well as low,
step-uprates.
“We are not against the instrument
id, high-

hope to achicve when they issue bonds

bility linked bonds (SLBs) were issued
around the world, a 37 per cent decline
on 2021 total. Dwindling sales came
as a disappointment to analysts who
expected rapid growth that would
ecl.lpse the longer established market

abel.
While Barclays’ analysis of hundreds
of green bonds and their vanilla

hghnng EU proposals to ma](: compa-
nies tie step-up objectives to formal
transitionplans.

As companies currently set their own
targets, ili

bond yields
are 0.05 percentage points lower —

progr
is low. Most issuers who tie SLBs to

a cheaper
for issuers — it has not observed any

Tesco, exclude big chunks of their

Zl}llmamx of more than $200bn.

Sustainability-linked debt aims to tie
companies to their climate promises by
punishing them with higher interest
Tatesifthey miss environmental targets.

Investors have frequently viewed
them as preferable to green bonds,
‘which allow issuers to raise cash for
specific green projects but do not
impose any obligations on the company
as awhole to meetgoals such as cutting
emissions or water usage or overhauling
their supply chains.

In practice, however, the “step-up” in
coupon payments embedded in the

This might be because the reward Brazilian meatpacker JBS was hit by
promised to investors for an issuer’s  anSEC complaint by anNGO last month
climate failure is not particularly high:  for issuing §3.2bn of SLBs tied to a tiny
generally points,lower  partofits cmissions.J i
than the typical 1.25 ‘premise of the claim bond:

Aty AR i ene bomd o prifedh
mvmmmaxednfa]lmlhem&ner‘s
creditr:

Polish oil mﬁm PKN Orlen became
the first SLB issuer to pay 2 coupon
step-up last year, the interest payments
on its two bonds worth 2bn zlotys
(£368mn) rising by one-twentieth and
one-tenth of a percentage point,

bonds’ terms have been too small to
provide much incentive to issuers to
dleanuptheiract analysts said.

rat-

ingwasslashed by data provider MSCL
Some policymakers worry that the

bonds are giving a free ride to compa-

some
conscious investors simply do  not want

Paul Tang, a lawmaker leading the

tohold debt it

‘European parli efforts to bring

focus on direct emissi
tion of poor data availability. Others like
Sembcorp, the Singaporean power pro-
vider, have simply moved high-emitting
assets off balance sheet after issuance.
Julien Lefournier, a lecturer in green
finance at Paris universities and former
Crédit Agricole banker, compared the
practice of SLB issuers choosing their
own objectives to the French televised
singing contest Ecole des fans, in
which children give each other marks
and every contestant is awarded
first place. “They called this the
democratisation of green finance,
it was meant to be open to everyone

clear trajectory
ahead for
achieving net
zero emissions
by 2040

‘Both myself
and the
market

are quite
concerned
about the
quality

of these
instruments’

— but it has become a bigjoke,” he said.
A test of the market’s maturity could
come later this year and next year
when Edwards expects a flood of
coupon step-ups for index-cligible SLBs.
Ttaly's state-owned energy company
Enel, which issued the first SLB in
2019 and 27 others since, could be
responsible for many of these.

One SLBis linked to a target 6f 60 per
cent renewable installed generation

ity, whichit fell short of in its latest
results, and which Italy’s turn to coal
since the start of the Ukraine war may
have pushed out of reach. This i
for 2022, based on data due to be
published in April or May.

Enelsaid it was onaclear trajectory to

net zero emissions by 20401
it did fail to meet the objective, this
would be asa result of the gas crisis and
the Italian government’s decision to
temporarily maximise production from
coal-fired power plants, Enel added.

More step-ups could turn out to be a
good thing if they give investors confi-
dence the market is capable of making
issuers pay for climate failure.

A Morgan Stanley report last month
recommended issuers start setting goals
that are trickier to meet, “otherwise the
bond’s impact is de minimis”.

An enduring catch-22 is that, when
step-ups do happen, they can look bad
for investors who buy SLBs in part tohit

targets.

“If you're a sustainable investor you
dor’t want the step-up to be triggered,”
said Eric Pedersen, head of responsible
investments at Nordea Asset
Management, which manages €239bn.
“It would be a sad extra dollar if the
coupon were raised for that reason.”

Our giobal

feam gives you
market-moving

Equities

Turkey leans
on pension
funds to prop
up stocks

ADAM SAMSON — ANKARA
GEORGE STEER — LONDON

The government of President Recep
Tayyip Erdogan has ordered private
‘pension funds to boost their holdings of
Turkish stocks after a sell-off in
the wake of last week’s earthquake
prompted authorities to halt trading on
Istanbul’s equities bourse.

The decision, announced yesterday,
came a day before Istanbul’s shck
exchange reopens and is aimed at

ring financial markets.

It was closed six days ago as traders
rushed to sell equities following the
devastati

quake, which has killed more than
31,000 people in Turkey and thousands
more in Syria, as well as the building
standards putin place before the disaster.

Turkey's Bist 100 equity index has
tumbled 18 per cent this year in a
slide that had started even before last
Monday's quake as investors fretted
about a tightly contested election

on February 8 after two days of
tumultuous trading.

‘The Turkish lira has also remaincd
under pressure, trading yesterday near
anall-time lowof TL18.85 to the dollar.

Borsa Istanbul, the exchange’s

operator, did not respond to a request

‘It may be politically
expedient butitis hard
to see how it benefits
pension fund investors

for comment on whether it would

proceed with this week’s reopening.
‘Private pension fundswill be required
to allocate 30 per cent of the funds the
government contributes to match
individual pension contributions to
‘Turkish stocks, said an announcement
in the Official Gazette yesterday. The
previous requirement was10 per cent.
‘The government matches 30 per cent
of pension contributions up to a yearly
‘minimum wage, according to HSBC.
Fundswillalso be allowed to increase
the weighting of a single stock in their
portfolio to 5 per cent, from 1 per cent

previously.

Murat Giilkan, chief executive of
'OMG Capital Advisors in Istanbul, said
investors were likely to react positively
but said regulatory changes designed to
keepthe Bist 100 buoyant may “impede
healthy price discovery and will lead to
greater problems down the line”,

Forcing pension funds to up their
stakes in local stocks after a big rally
since 2019, which has only recently
reversed, “may be politically expedient
ahead of elections but it is hard to see
how it benefits pension fund investors”,
Giilkanadded.

Erdogan has already promised to
provide fnml]l:s affected by the

24 hours a day
e

) $530) in aid but
economists expect ‘more measures in
the coming wecks to dull the financial
blow from the disaster.

Equities

China reopening bets now a crowded
trade’, fund manager survey warns

CHRIS FLOOD

Global fund managers are becoming
increasingly nervous over the
durability of the rally in Chinese
equities, with one in five of the view
that it has become the market’s “most
crowdedtrade”.

Allocations by global fund managers to
emerging market equities, including
China, increased for a third month in
succession in February, according toa
widely watched Bank of America
monthly survey that canvassed the
views of 262 participants who oversee
combined assets of $763bn.

Chinese blue-chip stocksin Shanghai
have risen 14 per cent since the start of
November as investors warmed to
‘President Xi Jinping’s decision to drop
its zero-Covid policy.

But fund managers have become con-
cerned about the rapid increase in the
‘popularity of Chinese stocks, a potential
warning sign that momentum could

It was the first time a “long China
equities” position featured as the most
crowded trade in the survey's history,
‘which dates back to 1985.

The reopening of the Chinese
economy ise to push up infla-
tion globally, adding to the

Reserve would have to raise rates
further.

“is

Asset management

Hedge fund Element to slim down
after taking $1bn hit in equities rally

LAURENCE FLETCHER

iy Tl st Cape) e of

over the outlook for monctary policy in
the US and Ex X

Just over two-thirds of the survey’s
respondents said they believed that
inflation would rise as a consequence of
China rcopening and the biggest “tail
risk” for fund managers was that
inflation would stubbornly remain
“higher forlonger”.

US consumer price data was higher
than expected yesterday, increasing
investor worrics that the US Federal

Chinese blue-chip stocks in Shanghai
rose 14 per cent since November 1

https://ft.pressreader.com/v99f/20230215

growth that China’s economy is
reopening but if this does translate into
higher inflationary pressures, as we
have seen on other parts of the world
during the post pandemic recovery,
then that could pose problems for
central banks [outside of China],” said
Michael Hartnett, chief investment
strategist at BofA global research.

The BoA survey found that a net 46
percent of fund managers had moved to
an “overweight” allocation in emerging
‘market equities in February, helped by
increased optimism about the outlook
for the Chinese economy and growing
confidence that therise of the US dollar
haspeaked.

thatthe rally

the world’

isplanning to shrink itsasset bmm an
effort to improve performance after a
run of poor returns, including losing
‘more than $1bn inlast month’s market
rally.

New York-based Element, which
‘manages about $12bn in assets and
has one of the sector’s best long-term
records, suffered a9.6 per cent loss last
‘month, according to people who had
seen the numbers, as equity markets
rose strongly on hopes that interest rate
rises were almost done.

hard hit last year, and bond markets
also gained on hopes that central banks
were finally ing in taming

bonds and therally in the US dollar as
interest rates were raised sharply to

inflation.

Those market moves inflicted
heavy losses on funds that had been
positioning for higher rates, including

Element will now relax its
redemption terms that allow investors
to withdraw only 25 per cent of their
money each quarter and instead permit

S A i

falling bond and cquity prices.

Element’s loss follows two years of

1t will also allow clients to give less
notice before pulling their money out.
The move i a growing

The move is aimed at
making it more nimble
and able to respond
quickly to market moves

concern among hedge fund managers
that becoming too large can potentially
hurt their performance by making them
slowertoreact to big market moves.
While losing assets reduces the
amount that firms can earn in

Element will now let i it
fund more easily than usual by
Izmpﬂrzrily relaxing its redemption

in Chmese Equmes still had further to

“he move, which has not previously
been rted,

negative returns, the first annual losses
inits 18-year history. It suffered an 8.9
per cent drop in 2021 after taking a
roughly $1bn hit in the bond market
tumultof that

hxnghm markﬂumdmgm aprice m
earnings multiple for this year of 11.6
times with earnings growth forecast at

18.8percent, the!

firm’s assets in nrdtrm make it more
nimble and able to respond quickly to
i h le said, El

year.
Last year, it lost a further 3.4 per cent
after betting that inflation would prove

fees, many
is more important not to damage their
performance record.

Firms such as Millennium and Citadel
are among those to have returned some
capital toclientsinrecent years.

Element has been closed to any new
inflows for nearly five years, during

t

“That comparedwith a multipleof12.4
times and earnings growth of 6.7 per
cent for emerging markets.

January proved a tough month for
some hedge funds as equitics rallied, led
by more speculative stocks that were

h

it has already handed back
more than $5.5bn to i but the

T i ivals
as Caxton, Rokos and Brevan Howard
were making big gains from the
huge sell-off in global government

firm nevertheless feels it needs to
shrink further s it looks to prosper in
the current market environment.
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The day in the markets

What you need to know

» Wall Street stocks lower affer inflation
data raises rate fears

« Consumer price index puts pressure on
Fed over inferest rates

US government bonds slide with UK
gilts also hit by selling pressure

Wall Street equities softened yesterday
after inflation slowed less than expected,

| US interest rate expectations jump after inflation data ‘
Where markets expect US rafes fo be in July (%)

Investors must not
expect much relief

from volatility

Anne Walsh

Markets Insight

raising investors” that the
US Federal Reserve will respond with
further interest rate rises this year to
combat increasing prices.

Wall Street's blue-chip S&P 500 and
the tech-heavy Nasdag Composite slid
04 per cenf and 03 per cent, respectively,
inmorning frade in New York.

Fund managers turned bearish after
Year-on-year US consumer price inflation
fellfo 6.4 per cent in January from 65 per
cent the previous month, marginally
higher than economists had expected.

Annual core inflation, which strips out
volatile food and energy prices, fell fo 56
per cent from 5.7 per cent in December,
also slightly above expectations, with
prices rising 04 per cent month on month.

The strong number drew fresh concern
‘that stubbomnly high inflation would push
the US central bank fo raise raes higher
than the market expected, as chair Jay
Powell warned last week.

“The Fed ended the year thinking the
economy is slowing,

ARV e

Jan 2023

Source: Bloomberg

LA L

ast year was such a white-

knuckle year for interest

rates and market valuations.

Investars should be forgiven

for hoping that 2025 will be

different. It will be — but they should
notexpect much relief from volatility.

‘The strong US jobs figures for January

show that real-time economic releases

still have the power to surprise. But the

more meaningful long-term matter

for investors to keep in mind is that

we have transitioned from a world of

it all together and if youre Jay Powell,
you're suddenly sleeping less easily”

The US Dollar index, a measure of the
currencys strength against a basket of
six of ifs peers, rallied following the
inflation data but later gave up those
gains to trade flat on the day.

Us bonds sokd off with the

steadily down, the labour market is
cooling;” said Neil Shearing, chief
economist at Capital Economics. “lanuary
data threw all of thaf up in the air. The
labour market is red hot, the economy
looks like its in a better place and
inflation is coming down more slowly. Put

yield on two-year Treasuries rising 8
basis points fo 462 per cent, having
earlier dipped 3bp. The yield on 10-year
Treasuries rose Sbp fo 3.77 per cent.
Pricing in the futures market shows
investors now expect rates fo peak just
below 5.27 per cent in July —up from 518

per cent in the same month before
yesterday's inflation numbers — with at
most a single inferest rate cut in the
remainder of the year.

We believe that no one should be
betting on the Federal Rescrve pivoting
from that in a quarter or two just
becausethe US isclose toa recession.

The days of making easy money
during QF

Earlier this month, they pe
apeak of about 5 per cent in May with
two inferest rate cuts by the end of 2023.
Across the Aflantic, the region-wide
Stoxx Europe 600 fell 02 per cent and
London's FTSE added 011 per cent.
UK government bonds sold off sharply

¥
growth rate of the M2 measure of
‘money supply in the US neared 30 per
cent post-Covid duc to the massive
pandemicpolicy response. But it did not
drive goodsand services inflation or real
economic activity to the degree that

peakedatabout $9tn inassetsand today
it standsat $8.5tn.

The nominal cap amount of runofi
$95bn per month and it will be continu-
ing on autopilot for the foreseeable
future (although partly offset recently
by slower on some MBS

sion. Among the same companies, the
current coverage of interest expenses by
earnings before interest and tax is the
highest for 50 years, at 16 times.

The consumer balance sheet is also
strong with savings still higher than

held by the Fed).
We do not expect a repeat of Septem-
ber 2019 when money markets were

But the transition from QE to QT
spells trouble for risk assets while a
looming turn in the business cycle

spooked by the fall
oftheFed’s balancesheet from $4.4tnat
the startof 2018to$37tnand the central
bank had to begin purchasing Treasur-
ies again. The Fed has since put pro-
grammesiin place that should help ease

The S&P 500 could trough
aslow as 3,000 to 3,200,
down from the current
level of around 4,130

asimilar dislocation in money markets.
‘We are now in idation period

affer the US the yield
on the inferest rate-sensitive fwo-year
ing 17bp o 3.81 per cent, ts highest
level since late Ocfober. George Steer

Markets update
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Wall Streef

Data analytics group Palantir surged on
announcing that it was “profitable for the
first time” last quarter —with net income
“according to generally accepted
accounting principles” of $31mn.

“A threshold has been crossed and this
is the start of our next chapter” said
Alexander Karp, a co-founder alongside
executives including billionaire investor
Peter Thiel,

A bullish outiook pushed Zoetis fo near
the top of the S&P 500 index with the
animal health group forecasting 2023
revenue of $8.58bn o $873bn, the
midpoint of which comfortably beat
analysts' estimates.

Cadence Design Systems also climbed
10 near the top of the blue-chip
benchmark after reporting better than
expected guidance.

For ifs fiscal 2025 year, the
computational software group forecast
revenue of between $4bn and $4.06bn,
significantly ahead of the $39bn that Wall
Street had projected.

Cadence's upbeat outlook came on the
back of “record results” last year, said
Anirudh Devgan, chief executive.

Oncology group Fusion Pharma
jumped after buying RadioMedix's drug
candidate for targeting prostate cancers.

The experimental freatment was
currently in a phase 2 clinical trial.

Ray Douglas

Europe

Swedish online gambiing group Betsson
rallied, buoyed by the Fifa World Cup
football fournament and strong resuits in
Latin America.

Pontus Lindwall, chief executive, said
the World Cup “confributed o new
records for all possible key performance
indicators”. This led o revenue and
‘operating income leaping 40 and 92 per
cent year on year for the

London

Rallying 1o the top of the FTSE 100 index
was soft-drinks bottler Coca-Cola HBC,
which posted a comparable operating
profit of £930mnin 2022 — up 12 per
cent on the previous year.

It was also ahead of the €867mn that
analysts had expected. But Cifi cautioned
that this beat ‘was driven by higher than
expected profits in emerging markets,

vhil shed and developing

final quarter of 2072.

In Latin America, where Bafsson has
struck several naming rights deals, it
“recorded new highs on most key
parameters”, added Lindwall.

Germany's Delivery Hero sank affer the
meal delivery group placed a €1bn
convertible bond with a coupon of 325
per cent, which, according to Citi, would
add about €28mn of additional inferest
expense a year.

The proceeds would be used fo redeem
aconvertible bond due in 2024 and pay
down another convertible bond due in
2025.

Weaker profits weighed on Norwegian
consumer goods company Orkla.

It faced “reduced consumer buying
power in most of our markets” owing fo
higher inflation and interest rates, it said.

Preliminary resulfs pushed Germany's
Bilfinger up sharply with the construction
group delivering double-digit growth in
revenue and orders last year. Ray Douglas

https://ft.pressreader.com/v99f/20230215

[markets] both substantially missed”.

Joining Coca-Cola at the head of the
blue-chip benchmark was Vodafane,
following news that US telecoms group
Liberty Global had acquired a nearly 5
per cent stakein its UK rival.

Russ Mould, investment director at AJ
Bell, said that Liberty was “essentially
getting its foot in the door should any
new deals start fo emerge”.

Guarantor-loans provider Amigo
surged after avoiding a fine from the UK
financial regulator.

The Financial Conduct Authority
publicly censured Amigo over its failure
properly fo assess the affordability of ifs
lending, “especially to vuinerable
consumers™.

The FCA also planned fo impose a fine
almost £73mn but waived this penalty as
it would have caused “serious financial
hardship’, threatening Amigo's ability to
“pay redress to customers” said the
watchdog. Ray Douglas

Due to the biggap between economic
and money supply growth, this excess
liquidity showed up in inflated asset
prices. Prices went up for everything,
both for quality assets and for
speculative ones that did not deserve
capital. We believe that contraction in
the Fed's balance sheet and M2 should
have the oppositeeffect.

The Fed may becloser to the end ofits
‘hiking cycle than the beginning but QT
will continue with the central bank’s
run-off strategy of reducingits balance
sheet by not reinvesting the proceeds
from maturing Treasuries and mort-
gage-backed securities (MBS), Its bal-
ance sheet reduction has barely started.

In April 2022, the Fed balance sheet

that marks the end of a secular bond
bull market that lasted more than 35
years. This period will be characterised
by reduced market liquidity, capital
rationing and persistent volatility in
asset prices. The silver lining for bond
investors is that consolidation periods
can endure for years before the next
bond bear market begins.

Market participants have to be
thoughtful and nimble about where to
invest. A i 1d I

means the houldbea tail-
wind for fixed income investors as 10-
year Treasury yiclds head back down
towards 3 per cent from current levels
around 3.7 per cent. Equity markets
should decline as we move through an
economic slowdown and finish mean-
ingfully lower than they are today.
‘Based on analysis conducted by our
research team of price-to-earnings
multiples during times of slowing
economic activity, the S&P 500 could
trough as low as 3,000 to 3,200 during
the forecast recessionary period, down
from the current level of around 4,130.
Our view is that, along with the fall in
equities prices, the lowest rated credit
end of the markets — such as triple C
rated bonds —will also come under price
pressure, likely selling off as defaults
riseand downgrade activity increases.
With equities likely to fall, and invest-
ment-grade corporate credit and struc-
tured credit yields at attractive levels,
our view is that now is a good time for
managerstostart allocating defensively
and move up in credit quality.
‘We may have started a new year but
i bumy

asthe middle of the year.

Guggenheim research shows that the
debt of all domestic non-financial cor-
‘porate businesses isabout five timespre-
tax profit, a leverage ratio that is much
lower than typical heading into a reces-

ride. The good news of higher yields is
that they are getting paid to prepare.

Anne Walsh is chief investment officer
Jor Guggenheim Partners Investment
Management
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PUTTING A CORKIN
CLIMATE CHANGE

Explore the crucial issue of decarbonising energy,
with Series Two of FT Energy Source.

The wine sector is facing challenges due

1o extreme weather events. Our new video
looks at an agrovoltaic project to discover if
renewable energy can help mifigate the effects

of climate change.

Watch How technology is helping
protect the wine sector from climate
change at channels.ft.com/energysource
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Donatello and the dawning of a new world

Now arrived in London,
this show at the V&A of the
sculptor’s work is both
fascinating and revelatory.
writes Jackie Wullschidger

eimagined for the sleek,
glossy underground hangar
of the Victoria and Albert
Museum's Sainsbury Gal-
lery, the tremendous touring
Donatello retrospective arrives in Lon-
don — the UK’s first show ever devoted
totheartist —as arather different beast
from its initial iteration in Florence.
Although smaller — about half the
works by Donatello have come, plus
many contextual pieces — it remains
fascinating and revelatory, and the cul-
tural repositioningitselfis illuminating.
Onlythe virtuoso opening isthe same:
the larger than life marble "David”, all
compressed energy, stands with the
head of Goliath at his feet. Carved in
stone which imitates every texture —
soft fabric against flesh, hard rock
Todged in the giant's forehead, delicate
amaranth wreath — helools at once real
and archaic. Donatello was 22 when he
conceived this sculpture for Florence’s
cathedral in 1408. Tt ended up instead
on Piazza della Signoria, a symbol of
«ivic freedom. The shift from sacred to
secular location was emblematic. Don-
atello, born into the medieval Gothic
age, ushered in Renaissance humanism
with his individualised, expressive fig-
ures; one of art’s foundational stories.
Florence’s grand, old-school show
unfolded this historically, in a Iabyrin-
thine layout acrass two weathered pal-
azzi between streets Donatello himself
once trod. The V&A's installation in a
single bright, open-plan galleryis spec-
tacular in another way — immersive,
‘modern. Themes are foregrounded over
biography, and the all-over jumble
brings a vibrant sense of the clashing
influences and currents shaping
Donatello: classicism, Catholic picty,
republicanism, the new science of

perspective, traditional goldsmithing,

A dramatic row of portrait heads
curving across the centre of the space
wonderfully recalls typical V&A fashion
shows. The silver-plated “Reliquary
Bust of SanRossore” is noidealised mar-
tyrbutacharacterwemightglimpse ata

Clockwise,
from above:
Donatello’s
‘Head ofa

Bearded Man';

‘David'; ‘Pazzi
Madonna'

eyes, tousled hair, furrowed brow, stub-
bled jawline, thoughtful downward
gaze. So too the painted terracotta bust
representing politician Niccold da
Uzzano, looking up, showing his strong
aquiline nose and heavy eyelids. Every
:]:mcm s vivid, from the moles on his

face, dark
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nec his red gown.

e
ntense bronze “Head of a Bearded
Man’,

with his trousers down, curly pigtail,
belt adorned with gilded poppy seed-
pods and snake windingaround his san-
dals — incbriated as a wine god, mischie-
vous asaCupid, sexy, baffling, amusing.

His cousin sprites, joyous little “Spir-
itelli”, are bizarre fusions, derived from
the pagan putto, adapted as celebratory
figures associated with Christian bap-
tism. “Spiritello wnh a Tambom ine”,

for the first time. “The Ascension with
Christ giving the Keys to St Peter” has
Mary, Apostles and angelsinterconnect-
ing, overlapping, reacting, against aline
of trees, diminishing in linear perspec-
tive to lead us to the city of Jerusalem,
beneath clouds whipped by a breeze
animating the entire scene. “Madonna
of the Clouds” sets the still, watchful
child and flowing figure of the Virgin in
heaven: wind, airy atmosphere, flying
angels are made permanent — eternal —
in compact marble. Material, technique
andmeaning are inextricable.

Images of the Madonna and Child
‘were ageneric Gothic formula, In multi-
ple and hybrid media —the painted ter-
racotta “Madonna of the Apple”; the
bronze relief “Chellini Madonna”, its
outer side hollowed out for recasting; the
Louvre’s “Piot Madonna®, the long-
fingered terracotta Virgin encased
withinatondo of wax medallions — Don-
atello revitalised the trope. Infusing it
with tenderness and emotional nuance,
he influenced painters’ and sculptors'
treatment of the motif for centuries.

With sumptuous draperies giving the
bodies volume and warm presence, and
the delicately incised faces, cheeks
fused, held within a perspectival
window, Berlin's marble “Pazzi
Madonna”, the show’s most beautiful
work, perfectly balances abstraction
and naturalism. Interestingly, it shares
characteristics with the “Dudley
Madenna” — the Virgin with wrigeling
baby on her lap, her gossamer dress and
veil built in refined gradation of planes
— which the V&A downgradesto a copy,
possibly 19th-century. Flotence how-
ever upholds the attribution for that
and for others which the V&A demotes
— notably the affecting scene of angels
weeping over the dead Christ, “Imago

Born into the

medieval Gothic age,
Donatello ushered in
Renaissance humanism

Pietatis”, almost universally accepted
as Donatellas.
1t'san acad

L with. Tais
to heaven: it may depict 2 condottiere
mercenary nicknamed Gattamelata
(“honeyed cat”), or a biblical prophet,
ora paganriver god.

Some of the most gripping, intricate
pieces of theatre combine attenuated
Gothic figures and metalwork with
fresh, realistic representation, architec-
tural perspective (Donatello was a pupil
or Bnmelleschx) and a!:sn act pattern-

to stri] h rument,
and the graceful “Dancing Spiritello”,
each balanced on cockle shells, were
made for Siena Cathedral — their bal-
letic movements inspired Botticellis
“Primavera” — and are reunited here
from collections in Florence and Berlin.
Apait from Paris perchon candlesicks,
asifabout

1, but it seems
to me that grouping these exquisite
works with Victorian copies/pastiches
— especially when Donatello’s most
famous sculpture, the later, lithe,
sensual bronze “David”, is here only in
19th-century plaster reproduction — is
distorting, blurzing true distinctions
rand imitator.

pose astride a tortoise, "nged Putto
with Fantastic Fishy,origiaally part of

I’Elle[x Cnmlﬁxmn enacted in a chis-
elled rocky landscape and *Miracle of
the Mule”, framed by barr ']

afountain, stares
Donatello, said Vasari, “tool delight
inallthings, set his hand to doi

London's show is called Donatello:
Seulpting the Renaissance — the artist as
maker of forms. Berlin, the exhibition's
semmd venue, had Donatello: Inventor of

thing, without id whether it

architecture; the tempestuous open-
work “Lamentation over (l\c Dead
Christ”. Mary is the

was insignificant or prestigious”. The
V&A's reduced-; sca]c show gives full
. their exhila-

i and Florence simply
Dannttila The Rznmssm[cﬁ, thus assert-
ing grander claims: that Donatello, as
Francesco Caglioti, the curator who con-
ceived ject put it, was not merely

Magdalene rushes forward with raised
arms, St John withdraws in silent grief.
This desperately emotive multi-figure
frieze anticipates not only Rodin’s “The
Burghers of Calais” but Picasso's dis-
traught womenin “Guernica”.

The freestanding sculptures are more
purely classical; the highlight is the
Taughing winged child “Attis Amoring”

rating detail, sometimes playful, some-
times condensing deep spiritual
mysteryinto pocket-sized carvings.
Among Donatello’s signature shallow
reliefs, rilievo stiacciato, partly carved,
partly drawn in fine chiselled lines to.
achieve astonishingly dynamic effects
of light on pale marble, the two
Tuminous “sky” pieces appear together

“shaper of an age on the level of Giotto,
Raphacl and Caravaggio, but . . .a phe-
nomenon of rupture that introduced
new ways of thinking, producing and
experiencing art’. This show brings us
fantastically close to that phenomenon;
there'snoneed to play down genius.

ToJune 11, vam.ac.uk

Sinfonia heads east for new

CLASSICAL

Britten Sinfonia
Mitton Court, London

London Symphony Orchestra
Barbican. London

Richard Fairman

One of the most bizarre of Arts Council
England’s recent funding decisions was
to cut the entire portfolio grant to the
Britten Sinfonia. Presented under the
banner of "levelling-up”, it delivered a
body blow to an orchestra founded to
bring high-quality music to the previ-
ously impoverished east of England.
‘Wherewas the logic in that?

Based in Cambridge, the medium-
sized Britten Sinfonia finds itself left
with precious little time to planits sur-
vival. An announcement is expected
imminently of an appeal to raise
£400,000 annually to replace the grant
it haslost for the next three years.

Nobody could accuse the orchestra of
lacking a sense of adventure. Taking a
Middle Eastern theme, its latest concert
presented a rare performance of
Delius’s complete incidental music to
Hassan, & verse play by James Elroy
Flecker. Hassan scored a big hit at its
premiere in 1923, but even with a vivid
linking narration, devised by Meurig

Joseph Tawadros plays the oud with
the Britten Sinfonia

helpings of racism and sexism surely
make it unrevivable today, but Delius’

adventure

Arts Council England professes it wants
to promote. & #H ks

The future of the London Symphony
Orchestralooks more secure, The LSO
suffered a 10 per cent cut to its grant,
and Simon Rattle’s decision to leave as
music director has been a blow, but at
least the succession is wellinhand.

As Antonio Pappano prepares to take
up the role of chief conductor in 2024,
his appearances assume extra signifi-
cance, especially this concert which had
no solaist, only three hefty pieces for
large (orsuper-large) orchestra.

As the spotlight has fallen recently
on black British composers, Samuel
Coleridge Taylor's Balladein A Minor has
become a popular concert opener,
thanks toitsstirringideas, even ifit falls
short on subtlety. By way of contrast,
Lisat’s Die Idealeis imaginatively fluid in
its layout and style, but lacks a burning
sense of whereit is going. One of hisInst
tone poems, it was welcome here as the

the Britten
Sinfonias perfm'muce conducted by
Jamie Phillips, showed how imagina-
tively it uses its modest resources. An
orchestra of fewer than 30, together
withchorus, creates alightly suggestive
Middle Eastern atmosphere, rising to

workis ararity i hall.
Tinally, Pappano and the LSO let rip
with Strauss’s Ein Heldenleben, Rich col-
ours, deep textures and generosity of
decibels kept the emotional heat at
maximum, when a cooler air might
have prevailed from time to time, but
for @ well-played performance witha

avisionary pilsrinrs procession at the
endasHassan setsoff road
toSamarkand.

Given the subjectmatter,it was aneat
ideato precede Hassan with halfan hour

Bowen (Britten Sinfonia’s artistic direc-
with

caster Zeb Soanes, it was obvious that
the play s a lot of hokum. Generous

the oud by Egyptian-
Australian Joseph Tawadros. This is
surely the kind of programming that

¢ drama th
the goods. The high-class solo viclin
of Roman Simovic deserves a special
mEntion. %k ki

brittensinfonia.com
Iso.coul
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A growing roster of New York’s towers are being rendered obsolete by remote working. Developers
spot a chance to meet demand for homes and replenish once-bustling business districts.
By Joshua Chaffin

ver the past quarter cen-

tury, Nathan Berman has

‘mastered a peculiar trade

in New York City property

velopment: converting

out-of-fashion office buildings into
residential towers.

Berman, now 63, a child of Holocaust
survivors, emigrated with his family
from Ukraine when he was 14 and took
a2 meandering path to real estate. He
workedasan art dealer for years, before
dabblingin property inthe 1990s.

What intrigued him about conver-
sions was the realisation that he could
give new life to a fadingwork of art. The
18 projects he has since completed, he
says, are a way of *paying homage to
the skill, artistry and sheer effort” of
previous craftsmen.

These days, conversions are the talk
of the city’s property developers and
Berman has become their unexpected
man of the hour. Fellow developers,
lenders and urban plannersareall seek-
ing his expertise as they grapple witha
growing roster of New York City office
towers being rendered obsolete by the
rise of remote working.

“He sort of wrote the book on this,”
says Marty Burger, chief executive of
Silverstein Properties, which owns the
“World Trade Center, among other prop-
erties. Last year, Silverstein partnered
with Berman’s company, Metro Loft, to
buy and convert 55 Broad Street, a
30-storey office tower in the financial

‘Five years ago, people
looked at me like T had
two heads. Conversions
weren'tas mainstream.
But its time has come’

district. Itis now raisinga $1.5bn fund to
pursue other conversions.

“Right now, T bet you every major
developer has a feasibility study on
their desk on residential conversion,”
says Dan Shannon, managing partner at.
MdeAS Architects, adding: “I would
seriously doubt the Chrysler Building's
mext life will be as an office building —at
least not the top [section].”

For city officials, conversions are a
way to chip away at 2 chronic shortage
of housing on a highly-regulated island
‘where new construction is a notoriously
slow and expensive undertaking. The
shortage has grown so acute that in
January the median monthly rent for
a Manhattan apartment increased by
15 per cent from the previous year toa
record $4,097. Thecity’s exorbitant cost
of housing is widely blamed for its
related crisis of homelessness.

A panel appointed last year by Mayor

Turning offices into condos

competitive, convert them, or surren-
derthem tolenders.

For investors, residential conversions
have a neat logic, according to Max Her-
20g, senior managing director, at JLL,
the property services company. While

saying: “I think you need a certain

amount of intestinal fortitude because

itsabigrisk”

‘People want windows™

One developer likens the buzz around
i burst of i

office buildings are in
value, so-called multifamily housing —
essentially, rental apartments — have
become prized by investors as New York
i

last year for turning office buildings
into life sciences laboratories to serve

Then there isthe question of vacancy.
Some of the bigger conversions of recent
years have involved office buildings that
were empty or nearly so. But if tenants
‘must first be removed, that can become
acostly ordeal.

“There are buildings that are just
not wellequippedtobe converted based
on their floor plate size, bascd on their

iling height, based on thei

the biotech industry — P
discovered the cati

s, based on whether you have tomove

City P
Ievels. “The market is just so ripe for
these conversions,” Herzog says. “It’s
very hard to create new supply of resi-
dential in this city. Really, one of the

=

That may again be the case. Many
office buildings are simply not fit to be
converted. In a residential building,
New York City requires operable win-

Eric Adams to envision a “new” New  onlywa ipply to the city
York City has identified i i ‘buildings.” light and ventilation in each habitable
2 top priority and r tax thei 1d room. A typical ‘might

incentives and zoning changes to hasten
them. “The need for housing is desp-
erate and the opportunity offered by
underused office space s clear,” Adams
told a gathering of civic leaders in Jan-
uary. The mayor has also announced
separate proposals to make it casicrand
faster tobuild housingin New York.

Yet even some panel members doubt
that conversions will create much, if
any, affordable housing without gener-
ous government subsidies. In any case,
there are myriad reasons — from arch-
itecture to economics — why conver-
sions havebeensuch ararity.

“IUs almost like surgery,” is how Ber-
‘man describes his painstaking work. He
sounds bemused by the sudden buzz.
surrounding it. “Five years ago, people
looked at me like I had two heads,”
he says. “Conversions weren't as main-
stream. But now itstime has come.”

The neatlogic of repurposing

‘What has brought them forward is the
Covid pandemic. Nearly three years ago
it shut down New York City and ripped
up decades-long patterns in the way
people work and live. Armies of com-
‘muters rode public transit into central
business districts such as Midtown and
Lower Manhattan in the morning and
then fled in the evening.

Foratime, developers consoled them-
selves that workers would eventually

alasting imprint on the city, according
to Vishaan Chakrabarti, the renowned
architect and a member of Mayor
Adams’ panel.

The example that Chakrabarti and
others point to is Lower Manhattan. As
New York rebuilt from the 9/11 terror
attacks, authorities prioritised the
conversion of office buildings, and —

Bulldings sulfable
for n

the elevators,” says Burger. “Then you
have to look atwhether you can get t for
theright price.”

Silverstein used artificial intelligence
to rank all the properties below 96th
Street on a series of conversion criteria.
0f2,500 or so buildings, it identified 32

havea30ft depth on cither side of a core
housing an elevator.

By contrast, many modern office
buildings lack operable windows and
their floor plates tend to be far larger
to suit corporate tenants. The depth
from the edge to the core might be
45ft or more. A crucial challenge, then,
for designers is what to do with all that
windowless interior space?

One solution is to carve an interior
room and call it a “home office”, thus
skirting the window requirement. But
itis hardly ideal, says Shannon: “People
want windows!”

Elevators are also an issue. Office
buildings tend to have many of them to
accommeodate a rush of traffic in the
morning and evening. For a residential
building, thatwould be excessive.

The list goes on and becomes ever
more technical — from the ratio of

i stairs to the amount

must beleftbehinda

566 condos. 96t Street

with the help of federal financial incen-
tives — eventually lured tens of thou-
sands of residents to the neighbour-
hood. Anarca that once went darkafter
5pm is now a swirl of office workers,

of
residential building. A vital measure
called the floor-area ratio — which lim-
its the size of each floor relative to the
size of the lot — also differs and allows
for the far greater density of office build-
ings comparedtoresidential ones.

“Its not simple. And sometimes the

Chakrabarti s hopcfal that camver-
sions could replenish a neighbourhood

buildi oldand they need repair,”

says Gloria Glas, an Argentine-born

architeet at SLCE, who has spent a
ingsthe Byzantine buildi

like Midtown. where local

return to the office fi
life would resume as normal. But most
now accept that the pre-Covid daysare
gone and remote working is here tostay.
“The genie is out of the bottle,” Scott
Rechler, chief executive of RXR, one of
the citysleading developers, concedes.
In this emerging era, the newest and
e 5 .

d d by the
lack of commuters, leading to vacant
storefronts and other signs of decay.
New residents would help to sustain
those businesses, and so enhance the
neighbourhood’s appeal for corporate
and retail tenants. They would eventu-
ally justify investments in things like
public ider sidewalks.

record rents. But their many dated and
‘middling competitors are fast losing
tenants and collapsing in value. By Ber-
‘man’s estimate, that lower class could
cover about 20 per cent of New York’s
460mn

“9/11 transformed Lower Manhattan
in fundamental ways and I do think
Covid is going to change Midtown in
ways that we still don't fully under-
stand,” says Chakrabarti, who directed
the

pace.

The options, then, for owners are
cither to spend money togussy up dated
offices and hope that they can become

office of city planning
under former mayor Michael Bloom-
berg. And yct, like Berman, he acknowl-
cdges that conversions can be daunting,

https://ft.pressreader.com/v99f/20230215

codesof her adopted city.

Developers can petition for waivers
but that takes time and often requires
them to make other concessions to win
approval. In property development,
time really ismoney.

Some buildings are off limits because
they have been landmarked or because

that were suitable. Ifthe company could
converta fraction of those over the next

Al
Nathan Berman, above, whose
expertise on how to convert office

year it
‘might amount to 10,000 t0 15,000 new
units of housing. That is a sliver of the
500,000 new units Mayor Adams has

p use is being
sought, Top, the 55 Broad Strest
building, and below, 180 Water

Street: two conversions in

ledged tobuild the next decade.

Downtown offers the best terrain for
conversions. Many of its buildings hail
from the pre-air conditioning era andso
tend to have smaller floor plates and
operable windows. The underlying real
estate is less expensive than it isin Mid-
town. And, by a quirk of zoning, more
buildingsare eligible. Those built before
1977 can be converted under the most
Ienient rules. In Midtown, the cut-off
date is 1961. The city’s office adaptive
reuse task force suggests a new across-
the-board 1990 date, estimating it
would add 120mn sq ftof office space to
theeligibility pool.

Possibilities ata price

Berman and Downtown go way back.
The developer cut his teeth with loft
conversions in Tribeca before tackling
his first full building conversion at 17
John Street. Once a part of Insurance
Row, the 120,000 sq ft building was
nearly vacant by the mid-1990s — atime
when, Berman says, the neighbourhood
“was being givenaway”.

Heand his partners paid $5.2mn for
the building, and then spent §14mn on
the conversion. A dozen years later, they
sold it for $85mn. “At the time, it wasa
huge buildingfor me;” Berman recalls.

By 2014, he had graduated to 180
Water Street. It was nearly five times
the size and required extensive surgery.
To solve the depth problem, Berman
and hisarchitect, Avinash Malhotra, cut

they are in nei where res-
idential buildings are restricted. The
latterisaremnant of ancarlier erawhen
planners wanted to separate housing
from the noise and pollution of manu-
facturing in areas such as the Garment
District. Since then, manufacturing
has largely departed and the ideal
touted by developers is the blended
“live-work-play” neighbourhood.

230ft by 40ft core from the centre of the
building. “It was the only way to bring
light and air to an impossibly decp
space”he explains.

Zoning rules allowed them to then
restore the lost space with additional
floors. When they were finished, a 25-
storey, 1970s office building had
morphed into a 29-storey tower with
580 rental apartments.

financial district

‘9/11 transformed Lower
Manhattan...I think
Covid is going to change
Midtown in ways we still
don’t fully understand’

Metro Loft will soon attempt to top
that feat by carving two shafts into
25 Water Street, a squat 1.1mn sq ft
building it is now converting with GFP,
a family-owned New York developer.
“What we have basically learnt along
theway . . . isthat every buildingis con-
vertible in New York City,” says Berman.
“Thedifference is how efficient and how
expensiveit’s going o be.”

The city’s rental properties tend to
have firm price points. A downtown stu-
dio may rent for $3,700 per month —
whether it is 390 sq ft or 440 sq ft. For
Berman, that margin matters. Fifty feet
saved can be meaningful for an inves-
tor’s return — particularly when extrap-
olatedoveran entire building.

Berman’s talent is solving the “puz-
zle” of a conversion layout. He fusses
over matters such as how to apportion
closet space or whether a bathroom
should be shared or en suite. “This is
where theart comesin,” he says. “You're
looking for the optimurn layout?

‘While Berman converts offices into
rental units, Harry Macklowe is trying
adifferentapproach in what may be the
city'sgrandest office conversion. He has
spent $1.5bn to gut One Wall Street, the
Art Deco headquarters built for Irving
Trustin1928, andturnit into 566 huxury
condominiums. The job has taken five
years, a span that would break many
other developers.

Macklowe, the visionary behind
Apple’s “glass cube” Manhattan store, is
optimistic about office conversionsina
city where, he says, there are no barriers
to location in terms of where New York-
ers are willing to live. But he worries
about the numbers. Projects only “pen-
cil”, as developers say, if they can buy
the underlyingasset at a sufficiently low
price tojustify the investment.

Since the onset of the pandemic,
investors have been awaiting a fire sale
of distressed office buildings that always
seems to be just a quarter away. “Every-
one always says, ‘It’s a recession. It’s a
great buying opportunity’ Then you go
to the market and no one wants to sell at
areasonable price,” says Burger.

‘Hence, developersare clamouring for
incentives. The 1970s-era 421a tax
abatement that has been the city’s
main inducement to encourage the
construction of rental housing expired
last year. Opponents complain it
enriched already wealthy developers
without delivering enough affordable
housing. Mayor Adams and New York
governor Kathy Hochul are vowing to
push for some sort of replacement,
although it would need the support of
the statelegislature.

In the meantime, Berman should
have plenty of puzzles to solve. “We
are talking to a Iot of people;” he says.
“Trying to figure out what to do with
thesebuildings”

15/18



2023/2/15 21:46

16

FINANCIAL TIMES

Financial Times Asia

Wednesday 15 Fabruary 2023

The FT View

FINANCIAL TIMES

"Without fear and without favour”

The mysterious objects in North America’s skies

China’s spy balloon and
three unidentified craft
show warning system gaps

Not since the 1950s and the launch of
the Soviet Sputnik has there been so
much paranoia about mysterious flying
objects over Noeth America. Today, as

then, geopolitical shifts |

engaged in surveillance, and not
‘weather research as Beijing asserted.
The US military says it has recovered
electronic compenents, including sen-
sars, from the airship.

The origin and nature of the three
objects shot dawn over Alaska, Canadals
Yukon, and Lake Huron at the weekend
isstill amystery. US officials say all were

L d

o

such overflights are new phenomena, or
regular ones that have finally been spot-
tedthankstoincreased vigilance.

The US military also revealed that the :';“""‘E""“‘
US had failed to detect four previous U100 thal
flights by Chinese spy balloons overits ~ <ripplecl a Baltic

airspace which had been revealed by
Iater intelligence analysis. But if US
intelligence was aware of China's spy

atlower altituds by

with rapid ical advances to
leave the public fecling a deep unease.
Shooting down an alleged Chinese spy
Dalloon in North American airspace, as

Only the pos-

balloon fora year or'so, as
some officials suggest, the question
arises of why radar systems had not
b ; i

sibility they might
it licup sidh] micdin i B g
eral said he had “not ruled anything

the US did on February 4,
dented; the military has since downed
three more unidentified objects. The
discovery of the four craft has exposed
gaps in surveillance and intelligence
that must be addressed. But the US
authorities should be wary of fanning a
1950s-style “redscarc’.

US officals now say with iugh co..n
dence that the ball bya

ft.com/opinion

fighter off North Camlmx had b:en

out” 8
‘Washington says the Chinese spy bal-
loon entered US airspace on January 28
‘but hasnot said if it was tracking the bal-
loon earlier; the Pentagon acknowl-
edged its presence only after photogra-
phers snapped it over Montana. The
three later devices appear to have been
detected because the military recali-
brated its radar surveillance after the
spy balloon episode. It is not known if

y

‘What certainly seems to have been
revealed is what General Glen Van-
Herck, head of North American Aero-
space Defense Command, has called a
“domain awareness gap” — or deficien-
cies in warning and surveillance sys-
tems. The spy balloon was in “near
space”, where the US has not previously
focused monitoring efforts, Gen Van-
Herck warnedIastyear of other domain
awareness “challenges” including the
need to detect hypersonic and subma-
rine threats. He suggested investments

Russia’s waron
Ukraine, anc

gas pipeline,
have alreadly
laid bare the
vulnerability of
critical subsea
infrastructure

in over-the-horizon radar would
improve readiness, but better use of
artificial intelligence was alsoneeded to
discernpatterns in data.

Recent events suggest the US and its
alliesurgently need toreview air and sea.
surveillance capabilities. Russiz’s war
onUkraine, and unexplained blasts that
crippled a Baltic gas pipeline, have
already laid bare the vulnerability of
critical subsea infrastructure.

The White House suggested yester-
day that the three flying objects might
yet prove to have a“commercial or oth-
erwise benign purpose”. If they do turn
out to be linked to the Chinese state,
Washington will see them as serious
provocations. Yet the spy balloon affair
has exposed the need for safeguards in
the relationship. That will require the
resumption of genuine military-to-mili-
tary communications. The US-Soviet
rivalry of which Sputnik was an early
symbol was ultimately managed with-
out Leading to war. That must be the
goal, too, for Washington and Beijing.

Opinion Employment

A war for climate talent
is hotting up in the City

syt

Pilita
Clark

2017, Eugenie Mathieu was a
senior Greenpeace campaign
strategist in New York, trying to
stop ancient forests being
chopped down to make toilet
paper. A yearlater, inher

says her organisation now has allies
spread acrossthe big companies, regu-
lators and government departments it
hopes to influenc

What is clear is that, as climate
change becomes a more pressing con-
cern, the market for people whoknow
theirway around a carbon footprint is
‘hot. Sustainability manager is the sec-
ond fastest-growingjobtitle in the UK,
LinkedIn reported last month, up
from seventh fastest this time last
year. ud globally, demand for green
talent an

Thome city of London helpingtorun a
natural capital investment fund at
AvivaInvestors, the assetmanager.

supply.
The thirst is fierce in finance

because of rising investor interest in
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No substitute for experience if UK wants tech entrepreneurs

Iadmire your columnist John
Thornhill, in part, because he isa
fellow entrepreneur, but a corrective is
due (Opinion, February 10).

His basic premise that the
government has hindered the
opportunity for the UK tobe atech

successful companies started by
entrepreneurs. The veterans of
Genentech, Chiron and Cetus in the
San Francisco Bay Area have started
hundreds of companies. Likewise, in
Boston with Genzyme, Biogen, etc.
Companies started by entrepreneurs

company is off the mark.
The big point he misses, as does Kate
Bingham ("Britain is losing its chance
tobe a life sciences superpower’s
Opinion, January 24), is that there isa
dearth of expericnced entreprencurial

give

ry focus
employees broad exposure to the

There is a rub: unlike 40 years ago,
today’s venture capitalists are not
investing to create big successful
independent companies. VCs are now
transactional.

Examine the “deal sheets” of VCs:
they list how many of their
investments become acquisitions by
Google or GSK or other large
ics. The investment thesis is to

v D
endow them with more individual
authority and responsibility for the
success of their product. What Britain

management in the UK. needs are big successes, companies like
The vast majority of mansgetial Intel, Google and Genentech, that then
talent for biotech companies has not

come from academia, big pharma or
elite business schools but from

hools for an
o e e e T
little role in making that happen.

beacquired. At leastin biotech, there
are reasons fo this: drug development

managerial talent, under current
investment strategies, that pool will be
cven smaller.

Nobiotech company failed because
of insufficient rescarch an
development tax credits. They fail
because they are tryingtodo
something very hard: defy the disease
process, They oceasionally succeed
because management has learned how
todeal with the inevitable setbacks and
problems thatare part of every drug

is painfully slow, capi
operates in a heavily regulated
environment for reasons of safety, and
often ends in failure.

But if successful independent
companies are the source of effective

That you
learn the hard way, through (serial)
experience.

Hugh Young Rienhoff Jr

Chief Executive, Imago BioSciences
San Carlos, CA, US

Why a British return to
the EU fold looks unlikely

Gideon Rachman asks, “Why not
reverse Brexit inside a decade?”
(Opinion, February 7). There are
plenty of reasons why not.

Public opinion is anti-Brexit rather
than pro-EU, and if the economy picks
upand people feel better off in2024 or
beyond, Brexit will have a diminishing
effect on voting intentions.

Reopening the debate about Brexit
would throw a spotlight on issues like
joining the caro; that would complicate

Thisisby ventional
career path in the City of London. At
least, it wasn't.

As competition for green business
experts grows, financial firms are
snappingup staff from environmental
non-profit groups at a pace — and
price — that industry veterans say is
striking,

“We've lost people to banks on what
are without doubt for us insane sala-
vies,” says Mark Campanale, founder
of the London-based Carbon Tracker
Initiative think-tank that studies the

Sustainability manager is
the second fastest-growing
job title in the UK,
according to LinkedIn

energy transition’s effect on capital
markets. He says at least 10 per cent of
‘his 50-0dd staff have gone to banks or
fund managers in the past 12 months,
a few on salaries of “well into six fig-
ures”,and one on £400,000.

The ShareAction non-profit that
pushes financial firms to use their
clout to tackle climate change is also
watching staff leave for City jobs,
though chief executive, Catherine
Howarth, says it could have been
worse.

“It's more of a steady trickle than
the flood of leavers I feared it might
become,” shetold me.

This s not justa European phenom-
enon. In the US, the BlackRock asset
‘manager giant in 2021 hired a climate
science expert from the World Wild-
life Fund and the chief strategy officer
from the Recky Mountain Institute
cleanenergy non-profit.

The traffic goes bothways. Howarth
and Campanale have long hired senior
finance executives keen for a change.
Carbon Tracker has had two ex-heads
of research from global banks and
Cnmymale doubts they will be the

Shll the shift of climate campaign-
ers to the financial sector is the more
recent trend and the question is: does
it matter?

Perhaps. ShareAction’s Howarth

new rules to tackle greenwashing and
climaterisk.
"

rative that reversing Brexit
would make us richer.
Even during the time of Labour

ven; fir
which have been slow to make chmale
change a priority — are takinga closer
interestinsustainability specialists.

That's not just because of investor
pressure to cut emissions, or green
regulations facing companies that
firms invest in, says Duncan Ramsay
af the ECI private equity firm.

“You canget loans now for an organ-
isation that will have cheaper rates if
you're hitting certain ESG targets,
which will usually be around carbon
intensity, so that puts achunk of work
ontothe business.”

1t's all keeping green cotporate job,
headhunters busy.

“We've quadrupled in size since
Covid,” says Helen Pradas-Page of

Tony Blair, who was in
favour of the euro, opinion polls
showed that those against joining the
single currency those in

LILT

BANX

favour by large margins. The UK would
not secure another opt-out from
joining the euro. No legal steps have yet
Deen taken against a country for not
doing enough to join the eura, but no
UK political party could guarantee that
no stich steps would ever be taken,
What UK political parties could do
would be to pledge that in government
they would never agree to the UK
joining the euro. That might reassure
some voters but complicate rejoining

he EU.
n.m Lhere is the question of the UK
lebt of other

Acre, a recruitment firm that special-
ises in sustainability.

Ahiringspike spurred by ESG rules,
plus growing demand for more spe-
cialist knowledge in investment
teams, means it is sometimes possible
to include people from a non-profit
background, sheadds.

“The caveat is that when people
move sectors in that way, they have to
understand the pragmatism required
to deliver ascalable i

‘member states, along the lines of the
post-pandemic €850bn recovery fund.
President Emmanuel Macron of France
has refused to rule out future joint

EU debt.

Common debt requires unanimity.
Some UK political parties might pledge
to block future EU joint debt initiatives
if the UK did join the EU. Although it's
unclear how this would play out, the
Joint debt issue has the potential to

egy in a competitive market. Having
solely activist aims won't work.”
Business experience also matters.
One person who left a non-profit for a
City job told me having more than a
decade of corporate experience was
vital. “It really helped to have that on
‘my CV because it gave people confi-
dence [ wasn'ta nutter tree-hugger.”
Tdoubt this trend is Re

Big Oil should make way
for those who can deliver
Pilita Clark cites an idea UK academics
have been pushing — that fossil fuel
companies pay for

Republicans could win in
2024, but not with Trump

Regarding your editorial “Trump and
the future of the " (FT

Computers are not a threat
— those handling them are
The threat posed by writing or art that

View, February 3), Donald Trump is
theleader of a conspiracy-riddled
dystopian belicf system which

less about the computers coming for
our jobs and stealing our work, and
more about the humans wielding them

attempted
procedure on January 6 2021,

Nevertheless, I suspect that some
Democrats and many Republicans and
independents admire the record of the
one-term Trump administration while
at the same time loudly decrying the
former president’s behaviour.

Perhaps there are even enough
voters who think like this to provide an
electoral majority in the presidential
election in 2024 if only the divisive
Trump would cease his antic
behaviour, declare victory on many
policy fronts and step away from the
fray in favour of a less irritating
candidate.

But analysis of this sort is not
Trump's style even as he descends into
legal jeopardy with indictments

Instead, eg

of carbon offsetting. We believe this is
unwise (Opinion, February 8).

An age-old problem in the world of
carbon marlkets is determining
+whether a project would have
happened anyway; without the
additional finance. It is very plausible
that cement plants and factories vl
attempt carbon capture and storage
even without this so-called “carbon
takebaclc abligation”. The UK
government already has plans for CCS

dwarfs any chance of such a move and
any chance to right the Republican

party.

Paul Bloustcin

Cincinnati, OH, US

Groundless assertions
about a trusted profession

“Art and artificial
intelligence collide in landmark lawsuit
over copyright”, Report, January 21).
On the face of it, the anti-Al ire is a
public relations problem. Those
creating work from AT apps are
showing off how clever the tech is by
finding endless ways to dupe the
public. No one likes being tricked.
‘When a human uses written words
from another source, they quote or
acknowledge it. Artists are either
inspired by previous artists” works to
create their own originals, or are
macked as “derivative” and laughed off
the proverbial stage. Intellectual
property laws exist and Dante's ninth
circle of hell is the holding pen for
fraudsters because plagiarism and
conmen are not valued for a reason.
Perhaps AI's handlers need a lesson.
in history, or at least a refresher in
humanity. Al generated anything
should beatool, not a solution aimed
to replace people’s livelihoods or their
creative reasons for being. Worse than
that, it should not be a way for
someone tocheat and therefore get
through life as a fraud, Otherwise,
there il bea premium on guammec\l

Thejob of th ltantis to bea
trusted adviser. To understand a
client’s problems and ambitions. To

that exceed the targets the acad:

want to believe that what we see and
read is true and reliable — with

bring to bear cxpertise and broad

suggest. That's one
S

perienc lu5 the client a new

y
market-based Tave
such a poor track record. Recent
reports that the majority of voluntary
carbon credits are “worthless” is the
Iatest of many such findings about

from voting to offsets and the difficulty establishing
re<join the EU. “addmoua]mi‘ And that assumes these
Italso has i alarm work. A 2021 study
bells ringing in Brussels about the iound that 78 per cent of all large-scale
prospect o  Britih return o the old. | €CS projets lobally had faled.

to be a world leader in

Some ‘might favour
the aption of common debt to support
their overstretched finances. Butin
such circumstances, unanimous
support (ox aUK retumto the EU
could ne

i tectmology,the UK stil has o
commercially operational facility.

f we want fossil fuel producers to
build green infrastructure instead of
itwould be quicker,

ulators and investors may be drivi
demand for green expertise today, but
tomorrow’s workforce is set to propel
itmuchfurther.

Younger workers arc already “cli-
‘mate quitting” for more environmen-
tally friendly jobs, a KPMG survey of
6000 UK workers showedlast month.

“Plastics” was the one-word piece
of carcer adyice that the film The
Graduate made famous in the 1960s.
“Climate”is the term today.

pilita.clark@ft.com

https://ft.pressreader.com/v99f/20230215

Yet anothei sticking point on the EU

cheaper and easier tomandate a
e i ok

analyse the
best possible evidence. If I were to
apply that approach — familiar to
every member of the Management
Consultancies Association — to Henry
Mance's interview with Mariana
Mazzucato, I would be faced with an
immediate intractable problem: there
was no evidence to back upany of the
assertions she made (February 13).

The consultancy profession in the
UK has enjoyed sonsiderable growth in
recent times during the pandemic and
indownturns.

The reason for that is the value we
add and the problems we solve by
making our clients,in the public and

side would ¢ states

seeing the return of the UK as an

obstacle to the reforms that would

‘make further EU enlargement possible,

because the UK would be likely to

Dblock the abolition of national vetoes.
For all these reasons, the UK will not

be returning to the EU anytime soon.

Derrick Wyatt KC

Emeritus Professor of Law

University of Oxford

Adviser, Fide Fundacidn (Spain)

Abingdon, Oxfordshire, UK

ona

partoers We dliver
kil civil servants,

ti l ible with 1.5C targets.
IFbig ofl companies deem this
impossible, they should just return
cash to shareholders, and clear the field
for those who can deliver the solutions
wereallyneed.

Doug Parr
maef&mmmdpohcynmm
Greenpeace, London V]

Bertie Harrison- Eramnslu

Assistant Editor, Land and Climate
Review, London SE16, UK

transfer knowledge and then leave our
clients.

If there is a “big con” here — the title
of Mazzucato’s book — it is to pretend
that the world she describes is anything
like reality.

Itisn't.

‘Tamzen Isacsson

Chief Executive

Management Consultancies Association
London EC3, UK

that trust.

1f someone is going to intentionally
trick you, at least you can try for justice
and hold them accountable. Computers
don't have intention, so there'sno circle
of hell to send them for being
dishonest.
Michele Perez
Fort Lee, NJ, US

How a Lucy chatbot can
call out corporate-speak

Given all the buzz surrounding
ChatGPT, I suggest you develop a Lucy
Kellaway version of ChatGPT to call out
— and root out — corporate-speak.
(Report, February 13). You'd be
performing a community service.
Jenny Raybould

Princeton, NJ, US

Correction

#The Turkish environment minister
reportedon Sunday that 170,000
carthquake-damaged buildings had
been reviewed by the ministry, not
17000 as wrongly stated in articleson
February 13.
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AMERICA

s the US learning to live with divi-
sion? [ don't put this thought for-
ward with much confidence. T will

How the temperature of US politics came down

Even if we confine ourselves to the
actual, there are glints in the dark. Take
the applause that broke out among

for conservatives. He alsodeals in the
big-government populism that Donald
Trump invoked in the abstract without

in parts of
of the Union add thi ith. Or the “The it spree, the indus-
bipartisan legislation passedin the last  trial subsidies: thisis politically ambigu-

Cnngxss lnslmd to flag Lh:se(hlngx

ous stuff, as hard for jingoist Republi-

balm. A 1 is China. The

US has the unifying external rival now
that it has missed since the fall of the

ere assas-
sinations and riots from which some
cities have never recovered. Whereas

Soviet Union. Yes, ult
Biden for taking his time to down a Chi-
nese balloon over terra Americana, But
such tactical bickeringis pro forma. The
point i ies face the same

cency. So,to stipulate: no, Red and Blue
America aren't saying, “Oh, come here,
you” to cach other and skipping hand-
in-hand around maypoles. Polls con-

regretitwhen pandemonium flares  tinue toreveal a nation thatis divided
again. But the midi and h. Itis just
last November passed more or less wnk that division — even, at times, violent
incident. The end of i division — i USmight be

to abortion, an affront to liberal Amer-  comingto manage.
ica, has not sparked civil strife. The A few things are helping to turn an
o ‘tspreadto ite condition chronic. One is Biden

become theambient noise of the times.
Small mercies, true, but not ones you
‘would have counted on a while back.
Mark them. History consists of what
doesn’t happen, not just what does.

himselE. White, old, non-Ivy League
and, with apologics to his hometown of
Scranton, non-metropolitan, no Dem-
ocratic president since Jimmy Carter
has been so superficially digestible

ist Democrats.
The right can’t “other” Biden as it did

At the age of 80, Biden
canonly bea
fleeting balm. A more
lasting one is China

l!nrack()banmnnd Bill Clinton. He is so

way on, bar climate change, the largest
question of the century. Kevin McCa-
rthy, the Republican speaker of the
House of ives, is untribal

asthe one
binding institution — the toast of Red
and Bluc voters alike — soldicrs back
from Vietnam inspired far from univer-
sal goodwill. Imagine a nation so trou-
bled that Lyndon Johnson, as tenacious
ascckerand hoarder of power as demo-
cratic politics has known, gives up its

‘when China is th

Pl
congressional Republicans, the strident
turn in cable news: it all started when
the US had nothing exterior to detain it
inthe1990s.

The never came. And
not for any lack of precipitating
events: Watergate might have done it,
orthe Opec ol crisis. Instead, by 1984,
49 states were voting the same way (for
Ronald Reagan). The Great Moderation

So, we (Biden)
&

Republi-
cans have turned ever more on them-
selves, which is worse for the party than
itisfor therepublic.

At 80, Biden can only be a flecting

and (China). H

and journalistic. But also how lackingin
the element of mystery that tends to
govern these things. At the end of the
1960s, the US was bound for total civic

Tl it the 1960s chaos is hard
to attribute to any policy. It is hard to
credit toany act of leadership. Intellec-
tuals remain incurious about what hap-
pened. There is lots to read and watch

i t
not on its petering out. Was it that the
baby boomers, a generation vast in
number, entered their thirties and

| down?

For whatever reason, the crisis burnt
out. Or was sublimated into milder
forms. The year 1968 was the peak of
something, not the start of it. America’s
challenge is to ensure that the Capitol
siege of 2021 comes to be seen in the
sameway.

One test of a civilised country is
whether a citizen can go days at a time
without thinking about politics. Ask
yourself, wherever you live, how often
US politics enters your thoughts nowa-
days. Indifference, more than the
bridges and the upgraded power grid,
more than Made In America, might turn
out to be the central achievement of the
Biden years.

janan ganesh@ft.com

[nterventionism
could hinder
global trade

Martin Wolf F'conomics

Security concerns are driving the
fashion for active industrial policy,
but there are potential downsides

(See charts.)

poses huge

now. In the US, not long
ago the bastion of frec
‘market thinking, fear of
China, worries over the
security of supply chains,

A narrower question is how well the
new interventionism will work in its

of actions have greatly increased

losses fr
world trade conid be very large
k

ln the recent past

losses in GDI

own terms. Will the US
ment, which is the most active and

imposed

Despite Sematech, US exports of semi-
conductors shrank in the 2000s

US value of exports of semiconductors and related
] ComPanents, 1990-2009 (Sord

for re-industrialisation and hopes of a
green transformation are combining to
Teshape trade and industrial policies.
‘The EU shares US worries over China,
‘mostly in terms of the technological
threat. But it is also concerned by the
“America First” character of US policy-
making, notably the $369bn Inflation
Reduction Act. This growing belicf in
the ability of governments to reshape
their economies for the better may have
been inevitable, given economic disap-
pointments and geopolitical tensions.
But what doesit imply?

A big question is w]m thtsn slnfm

from the policiesit is now committed to
employ? There are good reasons for
doubt. Successful interventionis hard.
Itis not that theoretical arguments for
intervention are lacking. On the con-
trary, ever since Alexander Hamilton,
arguments for infant industry protec-
tion (and other such interventions)
have been well known. The core argu-
ment is that markets on their own will
fail to exploit available
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Harvard’s Ricardo Hausmann has
recently restated these arguments. To
such infant industry arguments we can
add those for protecting economic,

of such capture. This is particularly

Given this, one must wonder whether

emissions of high-income countries. But

thtdldwmk’ﬂszxpect:d the star
has beel h

applicable tothe US. the most suc- . y work. it will not solve global climate change,
Helpfully, in 201], lh: Pdcmm Insti- neﬁsﬁﬂmmvanunprugmmmcmw\)ﬂd Against this, there are legitimate  which depends on successful co-opera-
tute for pub-  history. Operation i i i i

towards economic
interventionism will do to the wqurl
economy. As things stand today, deep
disintegration seems unlikely, though
it is, alas, imaginable. It would also be
very costly, as Geoeconomic Fragmen-
tation and the Future of

Yet in practice it is quite difficult to
make such interventionism work. Too
often, for example, it is assumed that

and

lished a bricfing g Scoring 50
Years of US Industrial Policy. It details
some grotesquely expensive policies of
industrial protection, noting that “US

fJapan,
more recently China are due to far-

ism, a recent discussion note from the
IMF, points out. Moreover, the deeper
the disintegration the bigger such costs
will be. i !

sighted
This is exaggerated: the main engine
was market competition. Moreover,

consumers and taxpayers are currently
paying more than $900,000 a year for
every job saved by Trump’s steel tariffs,
extended by Biden”. Sometimes, alas,

becomes

‘more dif !

be the most costly of all, especially for
emerging and low-income countries.
Beyond this are the inevitable geopoliti-
cal costs. As James Bacchus, former
head of the World Trade Organization
appellate body, has rightly noted, con-
taining these costs in today’s world

i3t el Tt st
is usually harder than copying. Not
least, there is a political economy of
intervention, with losers picking gov-
ernments rather than governments

picking winners. The more open tolob-
byinga state s, the greater the chances

Many of these
programmes could
turn out to be a huge
waste of money

‘Warp Speed, the vaccination pro-
gramme of the Trump administration —
a triumph many Repnhlicsns have
wished to disown. Another was the
North Carolina Research Triangle Park.
Encouragement of foreign automobile
assembly worked quite well, as did tax

¥ for
tion of computer chips, whatever the
costs. Again, in the absence of better
policies, subsidies for the green transi-
tion should push the economy in the
right direction. Moreover, subsidies
have the advantage of being transpar-
ent, while protection is a hidden tax on

The new interventionism has man:
causes and many goals. In theory, it
might lead to better outcomes, espe-
cially where the case for government
intervention is strong, as with climate
change or national security. But there
are also large potential risks, not least

creditsforsolar panels. consumers transferred to producers.  that many of these programmes vn]]
Yet what it such iffs als i ds th turn outto bea hn
programmes failed to make industries  home market, while subsidics are neu- o many interventionist programmes
save jobs at. i jgnmar-  have been in the past. Moreover, these
cost or advance the jical fron- ket idi i ons wil
tier. This was notably true for trade  countries: those with the deepest pock-  now under way. Fragmentation is very
measures and firm.specific subsidies. et will win. Moreover, subsidies, espe-  casy tostart. But it will be hard to con-
The big successes were in cially subsidies li land 3

publicand private outlays on research
and development, as one might expect.

ducers, will cause friction. The outcome
will be a subsidy war. This may lower

martinswolfi@ft.com

Kim
Ghattas

Syrias earthquakeis not a free pass for Assad

The UAE’s forcign minister Abdullah
bin Zayed al-Nahyan has returned for a
second visit, after breaking the ice in
November 2021. Syrian officials are
back on international media, calling for
anend to western sanctions and claim-
ing they are hampering rlefeffots. [n

tis a certain kind of di

uses a deas

dly reha-
bnhmz lumsc].f with the interna-

[ aid, which have con-
nnncd to ﬂnyw ‘to Damascus through the

while posing for

pictures ina disaster zone with his
wife. Then again, President Bashar al-
Assad also took a victory lap around
Aleppo last summer with his family, as
thoughon a cultural day trip, despite his
own forces having dropped barrel
bombson thecity for years.

Assad, a pariah for the past decade,
has reason to feel confident again. He's
received condolence calls from allics
such as Russia’s Vladimir Putin but also
from those who had shunned him, such
asEgypUs president Abdel Fattahal-Sisi.

U

Mor than 60 ircrat carrying inter-
national aid have now landed in Syrian
government-held areas, including
Aleppo — mostly from friendly coun-
tries suchasIran, Iraqand the UAE. But
Saudi Arabia, which had been reluctant
torekindle ties with Damascus, has sent
a plane carrying 35 tonnes of aid to

Being welcomed backntothe Interna-

was accepted by all. The diplomatic

some under sanctions, siphon off aid.

of American hostages stll held inLeba-

created by t manip-  non. At the time, it looked like a good
wﬂlum i will make this difficult lating the cxch ey deal. But the Lebanese peid theprice
Sincc Barack Obarma's infamous2013  Beyond sending itarian aid himself as a solution to the
U-turn on his red line over chemical and twealing sanctions to allow some  wicked pmblems e has created —by - that et corruption, sectarian-
weapons, followed by Russia’s full-on  financial transactions, the USisunlikely  making the mino of Hizbollah It
e e s e h 11 i
towards Syria. A state ern Syria through The UAE and Jordan

The president is
positioning himself as a
solution to the wicked
problems he has created
military intervention to prop up Assad,

the US approach has been to cauterise
the Syrianwound. Toppling Assad istoo

spokesman told me that “nowis not the
time for the regime to leverage natural
disasterto their benefit”. But this is pre-
cisely what Damascus is doing — along-
side its allies Russia and Iran — and the

crossing, for three months. Russia has
repeatedly vetoed UN resolutions to
expand aid delivery to the north-west.

that ostracising Assad for 12
years has led nowhere. They are not
wrong. But with more than a half mil-

liondead, millions di flecing
 In 1990, when George HW Bush built  abroad, and thousands sill missing in
dd. Husseinto  Assad’sd there is no return to

Before the carthquake, Assad’s grip
over the territory under his control
looked untenable, with the cconomy
collapsing, day-long power cuts and

costly, but wil American

P

Aleppo, the first of several. Every
should be made to help the Syrian peo-

the north-west hand
himxvinnry.Aschcinﬂnxufr:ﬁngca

toSyria yment.

an Assad louksm Lobencﬁtd:mcdy

¥ whether
in government or opposition-held terri-
tories. But this must not lead to Assad

https://ft.pressreader.com/v99f/20230215

rorism was contained, the status quo,
though disastrous for Syrian civilians,

to Syri-
ans. R:p:attd investigations have
shown that regime officials, including

hbemk Kuwait, he was eager for Arab
participation, and Syria got on board.
The unspoken, unwritten quid pro quo
was that Hafez al-Assad would gain full
control of nearby Lebanon, 15 yearsinto
acivil war in which Syria was also an
actor. After Kuwait was liberated, Bush
declared a new world order. The US
extracted further concessions from
Damascus such as help with the release

the way things were. The price to be
exacted from Assad should be high, ver-
ifiable, and any concessions to him
reversible. Syrians should neither be
forgotten nor offered as a sacrifice in
hasty compromises because the region
and the west have been worn out by his
intransigence.

The writer is author of Black Wave’
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Flutter/City:
failing a Brailsford test

The theory of marginal gains
popularised by controversial sports
coach Dave Brailsford is that numerous
small improvements bring victory. The
City of London seems to be suffering.
the inverse: numerous marginal losses
that diminish competitiveness. A
primary US listing for gambling group
Flutter would figure as one of those.

‘The London stock market is
suffering a trickle of defections. Last
year, for example, Australian miner
BHP ditched its dual listing in favour of
2 main quote back home. Plumbing
‘group Ferguson switched its primary
listingto New York.

Each departure marginally reduces
the City's status. The stocks disappear
from the flagship FTSE 100 index.
Incomers of lower value replace them.

i i for

lamentation in the City. The prospect
of another marginal loss strengthens
the case for multiple, marginal
improvements. Despite obituaries for
globalisation, the market for capital
remains resolutely international.

Toshiba:
discounting the worst

Three is a lucky number in Japan. Not
for Toshiba it scems. In the past week,
the electronics conglomerate has
received a buyout offer at a discount to
market value, suffered the resignation

Thyssenkrupp: a test of mettle

The German conglomerate's steel division is expected to be the biggest contributor to operating profits this
vear, and the most valuable division. Delays fo the demerger and listing of the steel and hydrogen units have

hurt the stock price, contril tofts o

Lower sales are expected this year

Revenues by division (€bn) Operating margin (%, 2023 estimate)

Marine systems é

> ’4ndus|na1 componmrs@
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Steel Europe

2020 2021 2022 2023
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Cash flow to turn positive
Frea cash flow (€mn)

500

o

500

-1,000 |

15

00 ——
2021 2022 2023 2024 2025
Source:Visble Alpha

Underperformance
Total returns (rebased)
Stemens 50
Daxindex 10
e 50
Thyssenkrupp

Burger King:
fatty patty

In the battle for US fast food
supremacy, Burger King's rivals have
taken a bite out of its market share.
Wendy's has overtaken the former
number two burger chain in terms of
sales in recent years. Last year, Burger
King pulled in $10.3bn in US
systemwide sales, compared with
Wendy’s $11.7bn. McDonald's remains
the undisputed leader; with §134bn.
For owner Restaurant Brands

2018 2019 2020 2021 2022 2023
Source: Refnitv

ofits chief operating officer over the EEDphi; Sue Vete Al
inappropriate use of entertainment

expenses, and reported worse than Steel makers extract carbon, nitrogen
expected third-quarter resubis afer the | and more from impure pig ron.
market close. Toshiba i i

faces a buyer’s market from acquirers.
Tewill get worse. Toshiba slashed this

estimate for

That is  problem for a financial
centre beset by Brexit-related business
leakage. But Dublin-based Flutter has
o patriotic reason for sticking with
London and plenty of fi

¥
the sccond time in a row yesterday.

transformation will also require some
extraction — that of its steel and
hydrogen businesses from the rest of

its activitics. As the group’s first-
‘This comes afier Toshiba’s operating quarter cash burn shows, that will
profit fell 88 per cent to ¥5.3bn notbe an easy task.

(8404mn) in the December end Thysscnkrupp has been througha

period. Hard disc drive sales fell. Also,
for its power

it booked an i

for switching to New York.

Flutter’s lossmaking US business
FanDuel generated just under a quarter
of £6.3bn in group revenues last e
But it should

and printer businesses. Chicf operating

officer Goro Yanase’s resignation adds
corporate governance concerns toan
already tainted image.

sales engine as sports betting el
in the US. FanDuel should start
producing cash profits this year.

Market liquidity is another issue.
Investors trade about 2.8 per cent of
the market worth of Nasdaq-listed rival
DraftKings daily. The figure for Flutter
in London is 0.5 per cent.

Flutter hopes for a val plift in

But
buyers. Toshiba received a$15bn

buyout proposal from a consortium led
by Japan Industrial Partners last week.

‘That price was then at a discount to
Toshiba’s market value. That has
become a premium.

Shares are down a quarter froma

June high. Of it six main businesses, its

and its

New York. Lex calculates this could be
‘worth some £5bn on top of the current
enterprisc valuc of £27bn. That values
FanDuel in line with U d the

energy systems business, with its 40

per cent stake in chipmalker Kioxia, are

alrcady worth more than s group
market valuc.

non-US business at a conservative

energy systems together account for

12 times ebitda multiple. just a third of group net sales.

Flutter bosses are doubtless also Toshiba needs the restructuring its
aware their pay wouldrise towards US | buyers would help it achieve. A
norms, But they will h persistent discount will
investors on two counts. First, to only worsen. The group has lost more
approve a US additional listing. Second, | than $2bn since Bain's first
to make this the primary quote. surfaced last year.

US activist ValueAct will hardly The struggling conglomerate has

object. UK long funds will be less of a
pushover. Meanwhile, Fox might have
preferred a separate listing for
FanDuel, on which it holds options.
Flutter’s flight would trigger new

‘painful retrenchment, including the

But further

ebitda in 2023, according to Visible
Alpha estimates. At a 20 per cent
discount to ArcelorMittal, it wml]d be

needs to catch up on lost years
pursuing a combination with Tata
Steel. Plus, European climate targets

Burger Kingis the meat
of its portfolio. The business accounts
for 29 per cent of total group revenues
but 42 per cent of its adjusted ebitda.
The stock is up just 12 per cent over the
past five years, trailing far behind the
shares of McDonald's and Wendy's. RBI
Isotrades at adiscount to i

worth €2.8bn. An initial meanit has te
of Thyssenkrupp’s hydrogen business, Thyssenkrupp has carmarked
Nucera, might value the electrolyser €2bn for a hydrogen-fed direct
business at €2bn, Lex has estimated, in | reduction plant. Turning all its steel
perhaps more ebullient times. mills green might take €7bn-€10bn
The residual businesses — industrial | of investment. This venture requires
ive,ctc—could | aparent

be worth about €4.5bn, say analysts.
Subtract €5.3bn — the net effec of ts

€17bn disposal ofits clevator unit.
be

desirable. The group has a market
valuc of €4bn, compared with a sum-
of-the-parts valuation nearer €6bn.
The biggest nugget of value is the
stecl division, which Thysscnkrupp
has much-delayed plans to spin off.
This should generate €825mn of

happens. Missing the market’s carning
expectations in such dramatic ashion
should i h fa deal.

ash, capiiall pension
liabilities and minorities — and that
results in an equity value of €6bn, a 50
per cent premium to the market cap.

Trouble is, neither steel nor
hydrogen are an easy sell as standalone
unitsat this time. Thyssen smet fao:s a
high wall of capi

Nucera is in a similar spot. It also
needs clarity on green hydrogen rules
and subsidies, which will determine
thessize of its addressable market.
With capital markets still choppy, its
PO will have to wait.

All of this makes Thyssenkrupp's
restructuring a long game. There is
latent value to capture, but only for
the most pati

2 price to forward earnings basis.

Tierce price competition and a.
mature menu may be the issues, Like-
for-like sales growth at Burger Kingin
the US grew just 2.2 per cent last year,
compared with an ris of 3.9 per cent at
Wendy’s and 5.9 per cent at
McDonald’s. Profitability has been
poor. RBI's 33 per cent ebitda margin is
a third less than McDonalds, according
to S&P Global Market Intelligence.

Newly appointed chief executive
Joshua Kobza needs to follow a recipe
for shareholder value at Burger King
and the Popeyes chain by boosting

e SR .

retailers. Merchants will subsidise
credit if it leads to more sales. But the
ion of ENPL has

been hit by slowi ing, higher

There are reasons to give RBI the
benefit of the doubt. The company said
in Sepmnber it would spend MOOmn

and store

funding costs, bigger credit losses and

Fintech regulation:
about fime

Buy now, pay later is about immediacy.
That cannot be said of efforts to police
this form of short-term credit.
chuzrday, the UK government

received eight buyout offers in recent
years. But its croding carnings, and
Tossmaking units, will eventually deter
all buying interest. Toshiba will have to
settle for amuch lower price if this

improving consumer protection. Thty
arrived more than two years after an
official review called for urgent
regulation of a practice that carried
significant potential harm.

Short term interest free loans can be
an attractive option for shoppers and

1 debt l d a plan to enter the
Last year, Fitch reported delinquency | market in June, while mainstream
rates at some large US BNPL providers | lenders have announced BNPL

‘had more than doubled, while credit
card late payments were relatively flat.
BNPL has tended to escape
regulations aimed at interest-bearing
loans. In the UK — a market worth
£5.7bnin 2021 — the

products as a defensive move. Tougher

regulation should benefit the latter, as

they alrcady scrutinise consumers’

financial records relatively carcfully.
The strain has shown. Klarnals

b to $7bn

to
use consumer rights legislation to force
providers to redraft their terms last
year. But in recent months, regulators
inthe US, Australia and the EU have
announced plans for tougher measures.
Companies have had time to prepare.
Sweden's Klarna insists it is ready, and
has already stepped up its affordability
checks. But BNPL providers have also

inJuly. Shares of US-listed Affirm,
which recently announced job cuts and
abig quarterly loss, are down 71 per
cent over the past year. Earlier this
month, Australiz’s Openpay, which
floated in 2019, went into reccivership
after running up heavy losses.

After several years of rapid growth,
some big bills are coming due.

In November, it brought in Patrick
Doyle as executive chair. He made
Domino’s a digital powerhouse when he
ran the pizza chain from 2010 to 2018.
Salesat Tim Hortons, RBI's Canadian
coffee chain, have rebounded nicely.

RE[s net debt of $12.2bn, equal to
about 5.1 times adjusted ebitda, is very
high but manageable. The $1.4bn of
free cash flow RBI generated last year
easily covered dividends and buybacks,
after interest payments. If Kobza can
reduce leverage, profitability should
improve. RBI and Burger King may
reclaim their crowns yet.
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CROSSWORD
No 17,333 Set by 10

ACROSS

1 Seal3

§ Artists paintbrush not initially fit for

purpose (5)

9/22 “That was delivery No.

Lord's partner squeals (hers

23) 334,5334,5)

10 Mr Harrison s devastating in audition
)

wealthy
2dn 21dn

11 As passed by flimsy model on display in
airshows? (65)

T8/1/16119 Excired Kenneth Wolstenholme
Ppositively precipitates “Hoorah!" with it
4p323545334223)

21 Be good enough for a spell (3

22 See 9

24 Crossword solution: a record number of
competifors

25 In a bad way: a medical officer wants Nil
By Mouth (8)

DOWN

1 Fish, a Japanese delicacy —you
shouldn’t have one (3)

2 Translation of 1924: alphanumerically
the Only Way? ()

3 Foul — or not? Nufs this man's faken

JOTTER PAD

Solution 17332

JUIP] ftcom/crosswordapp

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

KN i o st e
w

5 European cm govemment supports not
drinking in the House (%)

6 In hospital, woman dips into books on a
king's wife (9

7 He's evasive, the Bow Street Blackguard

8 Vicious Prince Henry given authority fo
go ahead

10 Dish picked up books for teacher (7)

12 Undershirt? A feature of this, not
buttoned (7)

1 With boosting check most gentle nurses
peak@7)

15 Hole in one nameless gland (9)

17 What's seen regularly dropping from
birch if colder? (6)

18 Afferncon spent just about managing to
cycle round Spain? (7.

20 Again siitch up European runner
(should it be Neckar in this grid?) (5)

2 sea2z

22/21/23 Biggest game of fournament,
perhaps? That settles it! (3,53)*
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