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Putin’s bid to
rewrite history

The future of fashion?
Jo Ellison on Pharrell Williams
LIFE & ARTS

European gas price hits 18-month low

@ Benchmark falls below €50 level @ Mild weather boosts storage @ Setback for Moscow

DAVID SHEPPARD — LONDON

The price of European natural gas fell
yesterday to its lowest level since the
Duild-up began to Russia's all-out inva-
sion of Ukraine, boosting the EU and UK.
economies and delivering a blow to
President Vladimir Putin’s war effort.

The benchmark gas price yesterday
fell below €50 per megawatt hour for
the first time in almost 18 months, as
traders report growing confidence that
European countrieswill avoid shortages
thiswinterandnext.

Helped by mild weather, ample stor-
age and efforts to source alternative
supplies, European gas prices have tum-
Bled by as much as 85 per cent since
August 2022, when big cuts in Russian
supplies led to alarm about possible
blackouts. The benchmark, which
peaked at more than €300/MWh in
August, hit €48.10/MWh yesterday.

“Europe looks like it has successfully
weaned itself off Russian gas,” said Hen-
ning Gloystein, at consultancy Burasia
Group. He added that gas was “still
expensive, but no longer needs to price
inthe risk of outright sho 2

The return of prices to 2021 levels
marks a setback for Putin before the
first anniversary ofthe Ukraine war on
February 24. Moscow’s energy income,
which initially soared after the invasion
and helped fund its military offensive,
has slumped. Russia's ofl now sells at a
deep discount and gas prices are no
longer high enough to compensate for
the country’s dropin export volumes.

The fall in prices has also stoked
expectations that EU countries and the
UK may experience only a mild reces-
sion this year, or could entirely avoid
contraction. The European Commission
says the price slide, combined with gov-
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ernment and househeld spending, has
boosted the EUsshort-term prospects.
Household bills are unlikely to fall as
fast, as suppliers will have hedged gas
and electricity for consumers when
prices were at much higher levels. But
thedecline in thewholesale price should

Big balloons and deep data
The US-China espionage battle
BIG READ

Soaring gas prices had stoked a costof
Tiving crisis and fed into high inflation
since Russia initially squeezed supplies
in2021. Moscowthen slashed exportsin
retaliation for western support for
Ulraine followingthe invasion.

Prices remain elevated compared
with historical levels of about €10 to
€30 per megawatt hour but analysts
said that they no longer threatened to
triggeradeep recession across E:

Gas prices, which Iast summerwere so
expensive that they were equivalent to
almost $500 a barrel of oil, have now
fallen to the equivalent of about $85a
barrel. The Brent oil benchmark was
trading at about $82.50 yesterday.

th only sixweeks ai ‘winter remain-
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Katie Martin
A hard time for bulls and bears
THE LONG VIEW

lhe key metrics for avmdmg shoﬂxgcs,
stood at about 65 per cent full as of
Wednesday, according to trade group
Gas Infrastructure Europe. That is well
above normal levels for the time of year.
Gloystein said industrial gas demand
inEurope has fallen about 20 per cent in
the past year without a significant drop
in manufacturing output because of
areater efficiencies and fuel switching.
Tom Marzec-Manser, at [CIS consul-
tancy, cautioned that the drop in prices
may start to stoke demand for gas in
Asia, particularly as China’s economy
reapens. “This means that, while the
TTF [benchmark price] is creeping
Tower, any fallback to pre-Covid whole-
sale gas pricesisunlikely to happen yet.”

Lael Bralnard
Joe Biden’s new economic guru
PERSON IN THE NEWS

What happens once the
quake spotlight fades?

Cameras pull out » PAGE 3

One up for humanity as man beats
machine at complex board game Go

RICHARD WATERS — SAN FRANCISCO

Abuman player has defeated an Al sys-

‘exploit this system.” said Adam Gleave,
«chief executive of FAR Al the Califor-
nian research company that designed

blackand white stoneson aboard witha
19x19 grid, seeking to encircle their
opponent's stones and enclose the larg-

tem at the boar G reversal

X played more
of the 2016 victary seenasa milestone  than 1mn games against KataGo, one of
inthe ri the top Go-playing systems, to find a
Kellin Pelrine, an American player “blindspot”, headded.

ke d one level bel - The ¥ by the software
tus, beat the machine by taking advan-  could be used by an i diate-level

tage ofaflaw identified by anothercom-

Austalis A§1000ne 65T)
Brunei 85800

of space. The huge mumber
of combinations malke it impossible for
acomputertoassessall future moves,
Pelrine’s tactics involved stringing
together a “loop” of stones to encircle
one of hi: while

player to beat the machines, said Pel-

distracting the Al with moves in other

Irine said.

puter. But th fre inwhichhe  rine. He also used it to win against corners of the bosrd The bot did not
won 14 of 15 games was undertaken  another Leela Zero. i
without direct The decisive victory years

Th p) d aweakness
shared by most of todays Al systems,
including the ChatGPT chatbot created
by San Francisco-based OpenAl The
tactics were suggested by a program

after unas-
sa]]ab]e lead over humans at what is
often regarded as the most complex of
all board games. AlphaGo, a system
devised by Google-owned research

‘The discovery points to a key flaw in
today’s most advanced AL said Stuart
Russell, a computer science professor at
the Universityof California, Berkeley.

The systems can “understand” only
specific situations they have been

-
Maah s | thatha the Al company DeepMind, defeated worldGo ~ exposed to in the past. “It shows once
muper &% | forweaknesses. The suggested planwas — champion Lee Sedol by four games to — againwe'vebeen far too hasty toascribe
Pes =0 | then Pelrine. onein2016, superhuman levels of intelligence to
SEnEET) “It was ly casy forus to  In Go, two players alternately place  machines,” Russell said.
B
s
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WEEK IN REVIEW

US shoots down fourth object as
China balloon claim heats up row

The US military shot down a high-altitude object
overLak day, in the fourth such of

INTERNATIONAL

Munich Security Conference

Scholz urges allies to meet tank pledges

Zelenskyy calls for greater
urgency as Macron seeks
support of global south

GUY CHAZAN AND
JOHN PAUL RATHBONE — MUNICH

ation in eight days over North America. An F-16
fighter downed the object off the shore of Michigan
asit flew close to the border with Canada at 20,000
feet. The incident camexafter the US shot down uni-
dentificd objects over Canada’s Yukon on Saturday

by Ukrainian president Volodymyr Zel-
enskyy, who compared his country to
the biblical David in a fight tothe death
with Russia’sGoliath.

“It’s not just about Ukraine” Zelen-
skyy said in his speech via video link.
“The point is that Goliath must loseand
there s noalternative to this.”

OlafScholzh: He said the west must pick up the
allies for failing to deliver akic pace of its support for Ukraine.
kraine g “Delayed d a resource that

mgBerlm todoso. ‘Putin’sdictatorship lives on.”
‘on- grow-

ference, the German leader who was

and over Alaska on Friday. long criticised for his hesitancy inarm-
China subsequently accused the US of seral bal- ing Ukraine, was asked if he was now
1 ions into its ak fons Wash- pushing other nations to provide the
ington immediately denied, as tensi the heavy weaponry they had promised.
two nations reached anewhigh. Scholz replicd: “That's a question I
Amid pressure from Congress for a tougher lincon have toask to others, especially those
Beijing, Presi toChi- [me] toact”
nesccounterpart Xi Jinpingabout the issuc. The three-day gathering was opened

Germany fears tipping point after
refugee influx passes peak of 2016

Germany is facing a refugee crisis on aneven greater
scale thanin 2015 ke

into the country, officials said, as Ukraini

ans pourinto Europe’s largest economy.
“The problemis now bigger than it wasatthe peak
0f2016,” said Reinhard Sager, head of the Associa-
tionof German Counties, saying the Ukrainian influx

ing German frustration with its allies.
‘The chancellor faced months of pres-
sure to set up and lead a consortium of
countries capable of supplying German-
‘made Leopard main battle tanks to
Ukraine. But in the weeks after Berlin

In his conference address, Scholz
urged “all these who can supply main
battle tanks to really do so”. Germany
would “dowhat it can to make this deci-
sion easier for our partners — say, by
training Ukrainian soldiers here in Ger-
‘many, or providing support in terms of
supplies and logistics”.

In a further indication of interna-
tional differences on Ukraine, French
president Emmanuel Macron acknowl-
edged that the west had failed to win
backing from countries ranging from
Africa to Latin America and Asia.

“Iam struck by how we have lost the
trust of the global south,” Macron said,
adding that the world’s response to the
war showed the need m lebn.l:nce Lhe

finally agreed to send 14 Leopard 2s, few
other countries have committed any of
their own stockpiles of the tank.

Macron called Russia’s invasion of
aine a “neccolonialist and imperial-
ist” attack that “broke all taboos” and

‘Its not just
about
Ukraine.
The point is
that Goliath
must lose,
and there
isno
alternative
to this’

Volodymyr
Zelenskyy

called on leaders of the global south to
join the west in condemning the war.

‘While western countries have rallied
to help Ukraine, many Asian, Latin
American and African countries have
been at best lukewarm in their support
for Kyivinwhat they see as a European
war thatis far from their daily concerns.

The French president insisted that
‘was not the case. “To close your eyes [to
the invasion] is to legitimise neocoloni-
alism and imperialism around the
world,” Macronsaid.

He said the south would be needed to
seal an end to the conflict. First, how-
ever, the west needed “to intensify our
support and our efforts to the resistance
of the Ukrainian people and its army
and help them to launch a counter-of-
fensive which alone can allow credible
negotiations, determined by Ukraine”.
See The FT View, Notebook, Opinion

The year since its full-scale

fromother = z
P invasion hasbeen one of
“The mood in the country threatens to tip over?” country’s most repressive

said Peter Beuth, interior minister of the western
region of Hesse. He called on Berlin to do more to
reduce the numbers of migrants by speedingup the
deportation of failed asylum-seekers to their coun-
triesoforigin.

Biden poaches Brainard from Fed
to head White House economic team

President Joe Biden named Lael Brainard, above, as his
fop economic adviser, bringing the Federal Reserve’s
second-in-command to the White House fo serve as
one of Washington's leading financial policymakers.

Israelis protest against judicial curbs
after president urges compromise

Tens of thousands of Israclis rallied outside parlia-
ment to protest against the hardline new g\wem

The d:mqnstralmn at the Knemet in ]amsﬂem,

POLINA IVANOVA
MOSCOW AND ST PETERSBURG.

“To prove my innocence, all you have to
doisopenthe constitutionand read it

Standing in the metal cage of a Sibe-
rian courtroom, Russian journalist
Maria Ponomarenko this week closed
her trial, triggered by a social media
post about the war in Ukraine, by dis-
missingthe entire processas asham.

“What is happening to our country? If
there’sa war, call it a war,” she said. The
next day, Ponomarenko, a mother of
two, was sentenced tosix years, becom-
ingthe firstjournalist imprisoned under
Russia’s new censorship laws, which
includeaban on theword “war”.

Across Russia, hundreds of other
casesrelated to antiwar speech and pro-
tests are going through the courts, mak-
ing the past 12 months the worst period
for political repression in the country’s
‘modern history.

About 20,000 people were detained
for political and antiwar protests last
year, according to human rights group

Carted away:

Ukraine conflict. Censorship

Russia stamps on free speech about war

Aml\urmes have shut down the press,

OVD-Info. Most:
stints and issued with notification of a
minor offence, but receiving a second
leaves them open to as much as a five-
year jail term. At least 440 people — anr
ists, priests, teachers,

d:mnnsnamr

during a protest
against the war
last year in

tors— have had criminal cases qpmd
against them, according to OVD-Info.
Many are awaitingtrialin jail, and some
face sentences of up to 15 years, Others
‘have fledthe country.

In interviews in Moscow and St
Petersburg, those caught up in the
crackdown described how their lives,

dth had

smugn{pmm I:nggu'tl‘l hythcp]m and came as

ment voted to put the first batch of rt[orms to Lh:
parliament.

‘While repression weighed heavily on
many before the war, Russia still had
independent media, regular mass pro-
tests and an active civil socl:ry Amlmn-

apleaf fr

The
President

ties tended
focusing, for cxample, on pulverising

ually i
the proposed judicial overhaul had brought Isracl to

‘But since February 24, when Russia’s
invasion began, the crackdown has been
all-embracing, leaving virtually no cor-
ner of socicty untouched.

St
o LoveskyAP

ech around the war,
ordereda string of arbitrary arrestsand
egregious jail sentences, and fostered a

One read: “Russian conscripts are
being sent to Ukraine.” This, the state’s
linguistic experts said, was false infor-
mation, since it could not be found on

posts about the destruction of Mariupol.

The activist priest simply told the
court what he had heard from refugees
from Mariupol: that their city suffered

Protests
have virtually disappeared. Most jour-
nalists and activists have been forced
outorjailed.

Like many across Russia, Ponomar-
enko was accused of violating provi-
sions, introduced in March, that pro-
hibi

/At this point only professional Lmops
‘were sent to the front, according to an
official postion that quickly unravelled.

“It’s nonsense,” Nepnvmnnva said.
“Howcan it be false i ifeven

. “So you didn't:
it with your own eyes, did you?” the
prosecution replied, according to a tran-
script of the exchange published by
news outlet Mediazona. “There is an

theRussian presdent himsel hassne

In private, many liberal el

about the war y speakof the fear
that is “knowingly false” or “discredits almost  and ia the past year has instilled.
ayearinjail. If she is found guilty, she For some, the space for free expression

the armed forces”. What constitutes
to

uch i ion, only the

facesupto
Ponomarcnko’s crime was posting

has returned to the confines of one’s
Kitchen, an ccho of the Soviet past.

“With all due respect to the partici-  about the she]lulg of a theatre in Mar- Atleast half a million people have fled
pants of the process, I feel like Pmina iupol,a Ukraine. Y. In Russia, those caught up
psych ward, not a Yana i keshift church i

alawyer defendingartist  former St brewery, Father bnlmpluugh on. "Dfmursc we expect

Sasha Skochilenko, said in an interview.
“We'reina ward, and Sashaand Lare the
only peoplewhoare sane.”

Skochilenko was arrested in April for
anactofprotest in St Petersburg, replac-
ing price tags in a supermarket with
ones that bore antiwar messages.

Gregory Mikhnov-Voitenko described
his role as a witness in support of pro-
testers. The Archbishop of the Apostolic
Orthodox Church, which is separate
from the Moscow Patriarchate, testified
in the case of a Moscow university stu-
dent who faces up to 10 years for “false”

it to be brutal, but we're not giving up,”
said Nepovinnova.

“You think I'm going to start crying?
You think I'll fall into a hysteria?” Pon-
‘omarenko told the court shortly before
hersentencing. “No, Iwon't. This s just
anewchapterinmylife.”
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British assessment

Putin’s forces ‘advancing, if atall, in metres not kilometres’

Subscribe today at
/subseribetoday

The Russian army is suffering huge
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Wallace has saxd

Despite fears that Russia is poised to
launch a major attack around the first
anniversary of its invasion of Ukraine,

dv fronts, but at

after the war, when

of thousands of lives ... We should
ly question the assertion that they
[the Russians] can goon.”

There has also been ashift in attitude
about military aid among Kyiv's west-
ern allies. This time last year, he said,
they were debating whether to send
anti-tank missiles to Kyiv. Now they are
sendingwestern main battle tanks.

“What has changed is that the US has
decided to be more assertive,” Wallace
said, citing the near-$8bn of military aid

Ukraine needstodefend itself”.
Wallace's comes as Mos-

“Recruits are still being shoved into
the meat grinder,” Wallace said. “And 1

am not sure that i even for

cow’s invasion approaches its first anni-
versary next week. Since the start of the
‘war more than 180,000 Russian troops
have been killed or wounded and,
according to US estimates, two-thirds of

Russia, as 180,000 people have wives,
mothers, sisters and friends and it be-
ccomes impossible for the scale of loss to
be hidden from the Russian people.”
Western officials also believe that

itstanks have beenlost, hesaid. Russia is struggling to source weapons
Despite ﬂx]nsses. Wallace said there  and other materiel for its war effort.
nosign hadalter-  Theycil its mis-

ed its “meat grinder” approach, ditig sile and drone utum]s on Ukrainian
rcports that 5,000 Russian soldicrs had ”of

ok e e L
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bigmassing of Russian forces”.

Speaking on the sidelines of the
Munich Security Conference, Wallace
said the best Moscow had mansged so
far was ascries o

“Just think about it: we [western
allies] have convened twice in the past
three weeks [to discuss military aid], at
the Ramstein [US air base in Germany]
andat the

the front lne that had led to high Rus.
stan casualtics.

Further, Kyiv's western allies were
“more resolved than ever” to help Uk-
raine repel Russian forces and a sign of

ingthis week. Thatis a big change.’

One bridge that Kyiv's allies have not
yet crossed, however, is the provision of
fighter jets to Ukraine. President Volo-
dymyr Zelenskyy made an eloquent

prnteaty Reprints are valableof any FT that wasa ing of support of plea for “wings for freedom” during a
oaprs Py L1 2426 e ¥ 0go or cntactdefals nserted frequied | the US, which was now ittedto  visittoL ;
Place, Marmchvile N minmum orger 100 opies’, One-of copyrght : Py i i .
Ko Vi e CoLid ecencesfor i secingthe - But Wall wea il
P OLKA 18Ks Y Sireet MngPsoindusirial  svalable “There is no evidence to date of a longwayoffand that the modern
came 3 207873 015 great, big Russian offensive,” Wallace  jet.training the UK had offered to

https://ft.pressreader.com/v99f/20230218

W isan

a“long-term resil-

day attack last week
on Vuhledar in southern Ukraine.

i
UK defence minister Ben Wallace
attends the forum in Germany

shells for Russian am]lcry at the front.
Kyiv's western allies are similarly
 to maintain supplies of artil-
lery shells and other munitions and
weaponry to Ukraine, However, Wallace
said that while Ukraine might be suffer-
ing some shortages, this was a timing
issue and Kyiv's western backershad no
strategic problem in continuing to sup-
plyUkraine’s wareffort.

“There’s always been a sense of short-
ageson [Ukraine’s] front line, but 1 don't
see any sign of strategic shortages . . .
although there is a it of a time lag” in
getting supplies, Wallace said, adding
the challenge was for Ukrainian forces
tobeprecisein usingtheir weaponry.
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Disaster zones
struggle to cope

after world’s
cameras pull out

Economic, social and political troubles
remain long after media gaze moves on

DAVID PILLING — LONDON

The earthquake that killed more than.
40 le and brought i

reconstruction. It helped implement a
system of earthquake insurance, some-
thing Chhibber said contributed to bet-

and misery to Turkey and Syria last
about 75 seconds. The economic, social
and political reverberations will last

ars.

As the experiences of countries as
diverse as Haiti, Japan and Turkey
reveal, itis only once the cameras leave
and the world’s attention wanders that
the real business of reconstruction
begins and the long-term costs of natu-

of building standards
in Izmit than in the poorer southern
region where this month’s earthquake
hit. Within two years of the 1999 quake
most infrastructure and housing had
beenrebuilt, he said.

In Haiti, by contrast, Lumarque said
much of the money raised for recon-
struction was squandered, stolen or
spent in ways that failed to benefit ordi-
nary Haitians, who suffered another

- -
Cloclowise, from left: ruins in Port-au-Prince a decade
after th hit Haiti ion starts aft
the 2001 quake in the Indian state of Gujarat; a sea wall is
built following the 2011 quake and tsunami in Japan

raldisasterscmerge. notable quake in2021.

Jacky Lumarque, rector of Quisqueya  “There is this illusion that billions of
university in the Haitian capital Port-au-  dollars fell to Haiti thesky. But
Prince, said the Caribbean nation had  little of it had real impact,” he said.
not “Haiti pded with NGOswho k

that killed more than 300,000 people,
according to official US figures, and left
even more homeless. “We were on a
g00d path and the earthquake broke
everything,” he said. Today, security has
all but collapsed and much of Port-au-
Princeis controlled by armed gangs.

It was hard to draw a clear line
between brief but violent tremors,
cyclones and tsunamis and their politi-
cal and economic consequences,

‘There is this illusion that
billions of dollars fell to

Haitians from the sky. But
little of it had real impact’

‘how to get money and spend money, but
not necessarily for Haitian people.”

Aid agencies imported products,
including food, clothing and construc-
tion materials, that could have been
sourced locally, he said, damaging local
businesses.

The World Bank highlighted the after-
‘math of the Gujarat carthquake of 2001,
where money was transferred to resi-
dents in the western Indian state to
rebuild housing with local materials.
“When homeowners were put in charge
of the process, houses were better
adapted to each family’s needs” it said.

A state’s ability to direct reconstruc-
tion determined its effectiveness,
Lumarque said. “In Turkey you have a

experts said. Natural disasters affected
regions inunpredictable ways, but their
impact can strain public finances,

strong that has a better
capacity for negotiation with interna-
tional agencies,” he said. But he doubted

iesand even
bring down governments.
A botched response by Nicaraguan

whether Syria, still racked by civil war,
could co-ordinate an i i
reconstruction effort, particularly since
much of the carthquake-affected north-

dictator
tating 1972 earthquake near the capital
Managua — including allegations that
his government stole relief money —

‘western region was under
1n Japan, buildings in the northern
Tohoku region that was most affected
by the 2011 earthquake had been con-
dtohigh ifications and were

1979 and the rise of Sandinista leader
Daniel Ortega, still president nearly half
acentury later.

Turkey’s poor response to the 1999
earthquake centred on Izmit may have
helped clear a path to victory for Recep
Tayyip Erdogan’s Justice and Develop-
‘ment party in 2002, With elections d

largely untouched by the magnitude 9.0

subsea tremor. But many coastal towns

were destroyed by the tsunami that

overwhelmed sea defences and contrib-

uted to the Fukushima nuclear disaster.
The government allocated an esti-

mated $300bn over the next decade to

def

this year, anger over his government’s
seeming lack of preparedness and lax

repair
But despite the huge spending on
“shiny new roads and buildings”, said

of building
could now contribute to

Jeff Kingst Temple Uni-
versity in Tokyo, ies had failed

ical demise.

Ajay Chhibber was the World Bank’s
country head when the 1999 quake
struck, killing more than 17,000 people.
“Pdnever seen anything like it. You saw
these buildings flattened like p i

to recoverand many younger peoplehad
left. “Recovery has been uneven in a
regionalready in decline,” said Kingston.
“There is a Potemkin village aspect of
gleaming beacons of progress sur-

large submarines from the naval base
flungup onthe mountains,” he said.

An early problem in the aftermath
was trying to process international aid,
Chhibber added. “There were coats and
shoes and food items but a lot of it was
wasted. It required a lot of effort to
receivethese thingsand organise them.”

Perhaps the hardest challenge of
reconstruction, according to experts, is
preparingfor the next disaster by break-
ing the cycle of short-term emergency
response followed by long-term neglect.

Turkey raised billions of dollars
through a recovery tax after the 1999
tremor, some of which was meant to be

Aid
pawn shops as people sold possessions
to raise funds. Men were leaving their
families to find work in Istanbul. The
World Bank started a system of cash
transfers after concluding that people
needed money rather than physical
goods to preserve the local economy
and communities.

After the immediate crisis had sub-
sided, the relief effort had several
phases, The bank raised $3bn-$4bn for

econstruction
Turkey bill to rebuild
put at up to $100bn

Rebuilding the vast area in Turkey hit
by last weeK's earthquake will mean
restoring more than Tmn buildings and
cost tens of billions of dollars,
according fo early estimates of the
“massive” reconstruction challenge.

While the full oll of the quake is still
being calculated, experts have begun
fo appraise Turkey's biggest
rebuilding effort since the republic
was foundied in 1923.

Half of the 34mn buildings in the
affected region of southern Turkey
might need to be demolished, said
Eyiip Muhcu, head of the archifects’
chamber at the Union of Chambers of
Turkish Engineers and Architects.

“In order fo rebuild these homes,
You also have to build infrastructure
and public facilifies, 50 we can speak

spent on

“One of the big issues is what has hap-
pened to that money,” said Chhibber.
“Where did it go?”

Long gaps between disasters meant
priorities often drifted, a World Bank
report after the Haiti quake concluded.
“Itbecomes harder to get politicians to
focus ona disaster once the memory of
the emergency fades” it said.

Additional reporting by Andrew Jack in
New York

of a preliminary estimated cost of
$100bn for reconstruction;” he said.

Ltfia Savas, mayor of the historic
city of Antakya that was hit with full
force by the February & quake, agreed
with the figure. But ane disaster
modelling specialist, who asked not 1o
be named, put the reconstruction cost
in the $10bn-$50bn range.

Civil engineers, urban planners and
aid groups are racing fo survey the
destruction wrought in the affected
regions of southern Turkey and
northern Syria. Some T3mn people are
thought 1o be affected in the hardest
hit areas of Turkey, and the death toll
in the two countries has cimbed
above 42000 pecple.

“It's massive, absolutely massive;”
said Tiziana Rossetio, professor
earthquake engineering at University
College London. “The cost is going fo
be really enormous”

Adam Samson in Ankara and
Ayla Jean Yackley in Antakya

https://ft.pressreader.com/v99f/20230218

The Ul

N Refugee Agency

UKRAINE:

Help people
forced to flee

Go to
www.unhcr.org/donateukraine
to give what you can today

Scan this QR code
to donate online

e e AP T
| [ pressreader EEiize WA

3/56



2023/2/19 20:17 Financial Times Asia

18 February/19 February 2023 * FTWeekend 5

OVERALL CLIENT

SATISFACTION &
MOBILE PLATFORM*

Celebration of Investment Awards -

Best Platform for ‘New Investors' Overall Client Satisfaction
Investors’ |FT FINANCIAL I nvestment
Chronicle TIMES S

TRADE NOW

o
- capital-com
*Investment Trends 2021 UK Leverage Trading Report

Spread bets and CFDs are complex instruments and come with a high risk of losing money rapidly due to leverage. 84% of retail investor accounts
lose money when trading spread bets and CFDs with this provider. You should consider whether you understand how spread bets and CFDs work
and whether you can afford to take the high risk of losing your money.

Capital Com (UK) Limited (“CCUK”) is registered in England and Wales with company registration number 10506220. Authorised and regulated by the
Financial Conduct Authority, under register number 793714. Capital.com services are not available for customers from all regions.

PRINTED AND DISTRIELTED BY PRESSREADER |
604

(D pressreader Feriiiriin 5 a5t

https://ft.pressreader.com/v99f/20230218 5/56



2023/2/19 20:17 Financial Times Asia

Baker
McKenzie.

The international law firm leading and closing
complex deals every day.

We help our clients to maximize deal certainty and value with
seamless and multidisciplinary legal advice, wherever they are.

We are a Transactional Powerhouse.

bakermckenzie.com/transactional

TRANSACTIONAL
POWERHOUSE

https://ft.pressreader.com/v99f/20230218




2023/2/19 20:17

FTWeekend

Financial Times Asia

18 February/19 February 2023

The FT View

FINANCIAL TIMES

“Without fear and without favour”

Germany’s bold policy shift remains a work in progress

Berlin must strengthen its
long-term contribution to
European security

Olaf Schalz struck the right note yester-
day when he reaffirmed his govern-
ment’s unwavering support for
Ukraines war of self-defence against
Russia. The German chancellor has
come in for considerable crticisi,

Onecriticism of Scholz and his three-
party coalition is that it has dithered
over military support for Ukraine.
Another is that the government has
failed to follow up words with actions
after announcing an ambitious plan to
raise defence expenditure and upgrade
Germany’s rundown armed forces. In
reality, though, it remains a work in
progress: Scholz deserves credit for
inspiring a. reassessment of Gernmny s

Germany has, however, been slow to
implement the pledge of higher defence
spending contained in the landmarl
Zeitemwende (historical turning point)
speech that Scholz delivered just days
after Vladimir Putin’s invasion. As a
proportion of output, defence expendi-
ture remains well below Nato's 2 per
cent target, as it has been since the end
of the cold war. Tussles between the
chancellery and government ministries

security polici
‘the.

mch of it

in1949,

way in which he has shaped Berlin’s
response o the Kremlin's merciless
assault on Ukrainian ind

For one thing, Germany's military aid
toUkraine, whichamounted to€2.34bn
Ty last November, is in absolute terms

over the past 12 months. At the Munich
security conference, Scholz used strong
language in denouncing Russia’s “impe-
rialist war of aggression” and reminded
his audience of the need for western
democracies to co-ordinate their
actions. Part of that effort will require
Germany tomake good on s promises
then its long-ter:

ft.com/opinion

to European security.

the largest of any EU country — though
‘below that of the UK and far less than
the US effort. For another, Germany’s
decision to supply Ukraine with Leop-
ard tanks wasa difficult step for a coun-
try whose political leaders and society
‘have been understandably reticent for
decades about the application of Ger-
man military might, even indirectly,
eyondthe national borders.

Terve delayed the
of a new national security strategy.
Nonetheless, Scholz remains commit-
ted to meeting Nato's spending target.
The Bundestag last year approved his
proposal for a €100bn special defence
fund by an overwhelming majority —a
sign of strong cross-party support for
the Zeitenvende.

There have been big changes in Ger-
man energy policy, too. So heavy was
Germany’s reliance on Russian gas that
it might have seemed an impossible task
to switch course. Yet Scholz’s govern-
‘ment not only ended the Nord Stream 2

Scholz deserves
credit for
inspiting a
reassessment of

fiew parallels
since the
Federal
Republic’s

creationin1949

gas project but, in aradical break with
decades of German energy policy, has
sharply reduced imports of Russian gas.
The price has been high — energy costs
for German consumers soared last year,
and the European Commission fore-
casts its economy to grow only 0.2 per
cent this year — but Scholz’s govern-
ment hasbeen preparedtopay it.

A more vigorous, properly funded
German defence and security policy is
necessary not just because of Russia’s
aggression, Itisthe bestway to persuade
politicians in Washington that Nato's
European members are not simply free-
riders on the US security guarantee of
the continent. Republicans and Deme-
crats alike have expressed frustration
for many years with the unjustifiably
Tow financial and military contribution
of many European countries to the alli-
ance’s collective defence. Germany can
and should take a leading role in setting
matters straight, helping in this way to
solidify the transatlantic security rela-
tionship for decadestocome.

Opinion Investing

Sit back and let the bots
and consultants slugit out

-

Stuart
Kirk

hatatime tobe abusi-

ness columnist — and

thank goodness I'm

not one. Having to

ponder what chatbots
‘mean for companies the world over is
some ask. Bill Gates calls “generative
AI” asimportant as personal comput-
ers or the internet. A thousand words
by Monday?

Then something on the latest MBA
rankings, please. Als this weel the
management consulting industry
took a pummelling in the new book
The Big Con. What do both mean for
employersand their staff? Argh!

‘Writing about investing means 1
don't worry about such things. Will
Alphabet be dethroned by Microsoft?
Let's see. Which business schools pro-
duce the most CEOs? Yawn. Are McK-
insey, Boston Consulting Group and
Bain worth the fees? Dunno.

These are key stories, obviously: But

Understanding companies
isn'tso important —how
firmsare run doesn't move
aggregate returns much
the understanding of companies isi't
soimportantwhen it comes to invest-

ing. Likewse, how firms are run
doesn't much.

250,000 studentsare enrolled as mas-
ters of business administration each
year? Audwhat'sbeen gained from the
almost trillion dollars per annum
spenton consultanciesworldwide?
From an investment perspective,
nada. The average real return for US
equities aver the previous 30 years is
67 per cent. Asitwas when caleulated.
in 2000, 1950, 1909 and 1876 — to
choosejust a
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Unravelling Yorkshire wool's links to X-rays, insulin and DNA

Having grown up in Leeds, I greatly
enjoyed John McTernan's review of
Alex Niven's book The North Will Rise
Again (“Phoenix rising”, Books, Life &
Arts, FT Weekend, Pebruary 4).

But I wanted to add that, thanks to
eing the “home of coal, steel, ships,
«chemicals and the industrial
revolution” the industries and
universities of the north of England
have also played a crucial, but often
Tlittle known, role in several key
scientificlandmarks of the 20th
century,

Inthe case of Leeds, this was largely
thanks to the wool industry that had

been the city’s cconomiclifeblood
since the Middle Ages. After the
groundbreakng discovery that X-rays
couldbe used toreveal the
arrangement of atoms in crystals for
which he and his son Lawrence were
awarded the 1915 Nobel Prize in
Physics, the Loeds-based scientist
William Bragg was keen to apply his
new method to the study of wool for
thelocal textile industries of West
Yorkshire.

When Bragg gave this task o his
protége, the physicist William Astbury,
it led him and his colleague Florence
Bell from studies of wool to another

white, stringy fibre — DNA, the genetic
‘material. By showing that the Bragg
XKeray method could be used to reveal
the structure of the genetic material,
Astbury and Bell laid important
foundations for the later work of
Rosalind Franldin, James Watson and
Francis Crick.

‘Meanwhile, in a textiles Iaboratory in
Headingley, just up the road, industrial
chemists Archer Martin and Richard
Synge developed a novel new method
of chemical separation for the analysis
of wool that carned them the 1952
Nobel Prize in Chemistry and later
proved not only crucial in unravelling

the chemical structure of insulin but
also in offering the first hint at hiow
DNA carries the genetic mess

‘That research into the humble wool
fibre could have helped weave a path to
DNA is, I think, a wonderful testament
to the adventure that is science.

And in fisting these achievements,
please do forgive my bias towards
Yorkshire — 1 am sure that similar
strides were also made on the other
side of the Pennines!

Kersten Hall

Visiting Fellow, Schol of Philosophy;
Religion and History of Science
University of Leeds, West Yorkshire, UK

Getting mad at oil majors
will not solve climate crisis
The title of your Big Read on encrgy
“Big Oil still profits before
planet” (February 11) was misleading.
Regardless of what environmentalists
and elites may think, it is not the job of
oil companies to salve climate change.
cli requires more than

piled byJeremy Siegel.

Somany expensive lectures on lead-
ership and cash flow. All those Power-
Point decks. For v_hat" Tl.\at - equity
returns are more or |

world leaders agrecing to a set of lofty
ideals in Paris and then having
businesses doall of the work for them.
It requires leaders to amnauyconmnce

and more time convincing people that
they need to pay the costs of cutting
carbon.and that they need to gt th

Countries that learn from
nﬁsnkr:s are the real deal

to pass the it.
Patrick J Allen
River Forest, I, US

Skiing garb was rather
different back then

Tom Robbins’ article on Europe’s
retreating ski slopes gives us a clear
signal about climate change (“The heat
is on’, Life & Arts, February 11).

Ih

il quibble about the

tive. When they are high, investors
pile in and there is less to go round.
Too low and capital exits, leavingmore:
onthe table.

Thatisnot tosay humanity isn'tbet-
ter off. The quality of products and
services, from phones to eye surgery,
improves each year. Companies have
scaled-up volumes and shortened

people that
laws and adopt regulations to cut
emissions, Climate change isn't going to
be solved by getting mad atoil
companies. It be solved by

winter visitors he mentions before the
first world war. They were by no means
a.“ ari moaals My father’s family went
for the winter sports in

adoptinga carbon tax that will put the
real cost of carbon emissions in the
price of products. Or by establishing
‘an emissions trading system, witha

decreasing cap on total annual

B and 1012 My grandmother and

her sisters would climb up the slopes,

with sealslns attached under their

slds, wearing long voluminous skirts

over their trousers. They removed the
joy the run down.

delivery times beyond i
But again, that's a business story, not
an investment one.

Profit margins have risen in most
developed markets since the early
1990s. But as with equity returns,
profitability seems to fluctuate
around a mean over the long run —
albeit glacially. Excluding deprecia-
tion, US profits as a percentage of gross
domestic product were in gentle
dedline for 50 yearsbefore 1992,

That earnings don't go up forever
also makes sense — no matter what
Deloitte or KPMG promise their cli-
ents. The Kalecki-Levy profit equa-
tion, first described in 1908, reminds
s that income is produced by compa-

Thereare plenty of good easons to do
an MBA or hire a management con-
sultant. Ironically, however, perform-
ance ain'toncof them.

‘While it is obvious ChatGPT has dif-

nies, or governments.
Simply put, firms can only grab more
of the pie by taking it from the other
two. Assuming constant government
spending, household savings must
contract. Given they te customers too,

nesses, knowing what these are ex ante

is impossible. Hence why 63 per cent

of active equity fund managers under-
formed St benchmarksTast

per

Great i umcrvauons dc- boost produc-
tivity though — especially on the mass
maket. Like steam engines or bio-

L the hope is that chatbots

in Europe, accordingto Lipper.
And the wi | few.Ina

bem)me one of these so-called “gen-
ies”. Productiv-

2018 paper in the Journal of Financial
Economics, for example, Professor
Hendrik Bessembinder analysed the
returns of all companies listed on the
NYSE, Amex and Nasdaq exchanges
from 1926 to 2016. Total net wealth
created was due tojust 4 per cent of
the 26,000 stocks.

That is why I recommend only
investing in passive funds. Then it
doesn’t matter if everyone switches
from Google to Bing to Baidu — or if
they don’t. Yes, my portfolio will own
loads of dud companies along the way.
But the handful that smash it out of
the park should more than compen-
sate for the swing-and-missers.

‘Which brings us to those MBAsand
‘management gurus. Why are there so
many poor-performing shares when

va l\elpi boost economic growth and
ultimately stock markets.

So fingers crossed for an Al revelu-
tion with MBAs and management con-
sultants leading the charge. It will be
noisy and bloody, with victims galore.
Companies and perhaps entire sectors
will lose their heads.

Butit was ever thus. In the same 90-
year study above, the average life of a
stock was 7.5 years. Thankfully, how-
ever, we investors can view the action
from afar, reading the odd dispatch
from overworked business column-
ists, knowing we're richer whatever
the outcome.

The writer isaformer head of responsible
investment at HSBC Asset Management
and previouseditor-of Lex

https://ft.pressreader.com/v99f/20230218

emissions, emissions
will be cut.

Ifwe really want to cut emissions, we.
should spend less time blaming
«corporations for trying to make money

Iskied in Austria in 1952 and 1953
and we also used skins for climbing,
Anne Barni
Marshfield, South Gloucestershire, UK

h (Opinion, Life & Arts,
February 11) talks about the
disappointment that Germany has
fallen away as a beacon of civilisation,
the paragon nation as he calls it. If he
continues to apply the rule that any
economic or social disappointment
disqualifies the current holder of the
title then, clearly, all future holders will
falter at some point.

‘Mabe we should change the rules of
the paragon nomination game. I
suggest we look for countries that learn
from their mistakes, where even the

By the way; | am not German and do
not work for a German company.
Marnix van Stiphout

Bloemendaal, the Netherlands

A youthful curmudgeon’s
take on today’s office cthos

Another insightful piece from Camilla
Cavendish (“Ditch business as usual to
tempt back older workers”, Opiion,
February 4). But perhaps we need to go
further. From the perspective of a
youthful curmudgeon, do we now need
to treat the 50-year-old as the new 20-
year-old? The 50-year-olds that I
observe are indisputably more

political class in power i
admit that enly collective action across
political factions, and between the
corporate and the political world, will
achieve real solutions. A country that
steers clear of extremes but is able to
issue ambitious plans to rectify the
situation, You know what, Germany
might actually regain the title based on
its enormous collective push towards
alternative energy, a stronger defence
and a more forceful Europe.

, less
Tikely to jump ship every two years and
still respect the workplace dress code,
‘You won't catch me wearing beach
shorts and sandals in the office. More
pertinently they are unlikely to
become distracted every two minutes
by a ping on their phone and besides
who will put the kettle on, without the
curmudgeons in the office?
James Bamber
Axminster, Devon, UK

The keyboard
warriors on
Ukraine’s
digital fiont line

Notebook
by Gillian Tett

few days ago, I received a
message from a journalist
friend, “In transit . , . just
landing in Dublin,” he

‘potent reminder of the extraordinary
courage that some journalists are
displaying in their quest to expose the
truth of Russia’s brutal war, both in

wrote, ing that he
was flying from Austria to North
America. I felt a wave of relief.

Under normal circumstances,
Christo Grozev's latest transatlantic
journey would have been
unremarkable. Since the Bulgarian-
born Grozeyworks for investigative
website Bellingeat, he often criss-
crosses the glabe for research.

But these are not normal times.
During the past year, Grozev and his
colleagues have repeatedly exposed
dark events in Ukraine and Russia
usinga digital-sleuthing technique

Ukraine (3h y reporters have
‘been killed), Russia itself and its wider
orbit (where opposition media have
een jailed, silenced or exiled).

‘The fact that a Russian network of
spies and assassins is operating in
Austria should also be a sobering
reminder — if we needed one — of

Ukraine. Last October, Bellingeat
revealed the identities of the remote
Russian missile programming team
that is killing Ukrainians from the
safety of its offices in Moscow. In line
with Osint ideals, Grozey explained
‘that he had identified the unit by
eross-checking databases on food
deliveries, cell phones, Russian army
records and geolocated photographs.
More startling still, in 2020 Crozey.
identified the assassins whotned(o

Putin’s reach. European

1dill Alexei Navaln:

are trying to counter this: Austria
expelled some Russian diplomats last
wweek and spies were reportedly
detained elsewhere in Europe. Butit is

Russian opposition figure, This
detective work can be watched, as it
unfolded, in the 2022 documentary
Navalny, which features a startling.

still far too lmle, twolate. scene where Navalny divectly
Grozev's 1 thi fhis would-be
on:over]ookcd assassins on their cell phone. These

called oper
analysis (Osint). That prompted
Vladimir Putin’s regime to put Grozev,
a 53-year-old computer nerd with a
keeen sense of humour, on a “most-
wanted” list. This month, Grozev
learnt that Russian assassins were
actively chasing him in his home base
of Vienna with the help of local
collaborators. “Austrian authorities
are of the opinion that Iam ot safe
{there]” he told me. “My personal

been accessed by a now
ex-officer of [the] Austrian sccurity
service at the behest of Russian
intelligence,” he went on. So, as his
friends held their breath, Grozey fled
to the safety of North America.

As stories go, this is just one tiny
thread in the tapestry of horror, fear
and sacrifice created by Russia's
unprovoked invasion. Butit is a

Toatue of e war i Ukruine i hat
has aceelerated the cause of forensic
digital journalism in an extraordi
way. The reason Grozev is on the
Kremlin's blacklist is because Osint is
creating once-unimaginable levels of
transparency: Unsurprisingly, Putin's
‘henchmen hate this. The technique,
which has evolved dramatically
during the past decade, essentially
uses data scraped from open sources
on the internet. The research methods
are usually published in order to
enable them to be verified externally.

Eliot Higgins, a British investigative
journalist, created the Bellingeat
group in 2014 and it first shot (0

in relation the i

efforts have inspired hordes of other
journalists and citizen activists to
attempt similar sleuthing. Most
notably, local Osint teams in Ukraine
are mining data gathered from cell
phones, drones and ather sources. The
Tesult is a conflict that is argaably the
‘most transparent in history.
Tragically, the scrutiny has not
stopped Putin's abuses of power. And
Grozev, like many Russian opposition
activists and Ukrainians, frets there
‘has long been “a reluctance in the
west to be courageous” in standing up
to Moscow. “That's slowly changing
now, after the war started . .. but too
Jate. he old me. Grosev i ot givin
fight or his belief that

war. Higgins’s platform and c.dm use
this open-source scraping extensively

in relation to events in Russia and

d:gn;d investigation can “make &
difference”. “We cannot afford to be
scared of Putin, or clse he wins”

l Q pressreader
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cotland has never recnv:rcd

Sturgeons exit prompts fresh turmoil for Scotland

sawrelentless attempsto force arerun.

Scotland has been stuck in a loop,
with the arguments for and against
independence relitigated on a weekly
basis, to the exclusion of almost every-
thingelse. For unionists, who would pre-
fer to talk about decp-seated, main-
stream problems, this has been both

more than 50 per cent of the vote it
would beginindependence negotiations
This

ties i more

about who can offer the most compel-

wit]

was disliked by Scotland’s voters.
Equally unpopular was an attempt to
reform the rules around changing gen-
der, removing the need for a medical
diagnosis of gender dysphoria and

from the i refer- and ing. They will reducing to 16 the age for allowing a
endum held in 2014, The d h arounda third ot-
angrydivisionscausedbythat  Sincelosing thei refer- dad b

fiery debate pitted friend
against friend, wives against husbands,
parentsagainst children, and have dom-
inated the country’s discourse and
democracy eversince.

Nicola Sturgeon, who this week
announced her surprise resignation
after eight years as first minister and
leader of the separatist Scottish
National party, has been both source
and beneficiary of these tensions.
Despite early indications that she
wanted to reach out to those who voted
in favour of remaining in the UK —a
preference which won out by 55-45 —
the latter years of her leadership

endum in 2014, the SNP has triumphed
incvery election ata national, devolved,
local level. Thi

ernment to block the measures from
becominglaw.

in no small part due to th

After these mi ions, public
support for independence, for the SNP

Sturgeon, whose popularity consist-
ently dwarfed that of her opponents in
Edinburgh and London. She has been
the i head of an ind ds

and for Sturgeon finally began tofall. In
recent weeks, a need for change at the
top had been increasingly discussed, but

movement that saw its support climb
from 45 per cent at the time of the refer-
endum to hover around 50 per cent.

In recent months, however, the sheen
started to come off. Sturgeon
announced a plan to use the approach-
ing UK general election as a “de facto”
second referendum: if the SNP gained

point.

After her shock departure, Unionists
scent the opportunity they've been
waiting for. The independence move-
ment must find a new leader, but Stur-
geon has been so singularly dominant
‘that! her have

‘The risk, as the C ives found

providea further boost. Labour strate-
gistshope towin somewhere between15
and 20 of the ish at West-

with the ill-fated Liz Truss, is that the
candidates are dragged by their selec-
torate — the SNP members — into
crowd-pleasing but undeliverable
promises abouthowand when.

Unionists are desperate
for an end to the
obsessive debate about
breaking up the UK

ose candidates, if they have an cye
to wider Scotland, should instead

answer questions that ultimately
proved beyond Sturgeon. How will a

‘What, after 16 years in
power, is the point of an SNP
ernn in Edinburgh that h: ided
reform and isati
of publicservices?
on

minster in the UK general election,
likely to be held next year. The party

challenges: how would an independent
Scotland that rejoined the EU manage
an economic border with England, its
largest market by some distance? What

would Holy-
rood election in 2026 promising that
Labour administrations north and
south of the border would work in ]lar—
maony to improve Scotland's lot —

would be a plan for which ~ contrast fpearo:
currency a separate Scotland would ~ cation between rightwing Tory West-
use? Whatabout the mpact on pound-  minserand leftw\ngS'NPHulyde

i i o foranend to

Amid this nphuval and debnte, the

s, breaking up

Labour pe
Itis the nn.iy credible alternative to lhe
SNP as the devolved

the UK, which
and distracted since 2014 and which

struggled against the election-] ﬁghung
genius of Sturgeon and, as a unionist

British state. For that to happen, they
must persuade Scotland’s voters to

party, lost traditional
independence cause. It currently holds

newleader the
polls?How would they push support for
‘e up towards the 60 per

relatively low public profiles. The con-
test is likely to be less about personali-

cent mark that most observers believeis
necessary to secure and win a second

However, Labour has recently begun
to claw its way back up in the polls in
Scotland, and belief that Keir Starmer
could take over as prime minister will

tlast, ing their faith
in the SNP. Sturgeon’s departure might
betheir best —and, whenit comestothe
Union, last —chance.

The writer is director of the think-tank
Reform Scotland

She will be tasked with
delivering the president’s
agenda at a pivotal time
for the administration,
writes James Politi

ael Brainard likes to chart her
journey to the top ranks of
American economic policy-
making by starting with her
childhood observations.

Asthe daughter of a US diplomat sta-
tioned in Poland and West Germany,
Brainard was making “mental check-
lists” of the contrasting fortunes of com-
munities around her in cold war
Europe. On one side of the Iron Curtain
was the “grey bleakness of communist
factories and poorly stocked shelves”;
on the other were the *new cars and
thriving small businesses” of the west.

“Once I started working, I found
‘myself compiling these checklists in
Maggie Thatcher’s industrial towns, in
auto assembly plants in Detroit, in
financial crisis-stricken Mexico City, in
agricultural towns in Senegal,” she said
duringa commencement address at the
School of Advanced International Stud-
iesin Washington last May.

Forthe past eight years, Brainard has
been using those economic antennas in
‘her job as a senior official at the Federal
Reserve. But next week she will carry it
avertothe White House, after Joe Biden
tapped her to be his top economic
adviser and director of the National
EconomicCouncil.

Brainard enters the White House ata.

pivotal moment in Bider's presidency.
Alth,

lar cconomic agcnda is now law, u.:
focus will be on implementation. And
some of the bi in managing

Person in the News | Lael Brainard

the economy remain — from high infla-
tion to the risk of a significant slowdown
or even recession triggered by the Fed-
eral Reserve'sraterisesdown the road.

“[Biden] is looking for continuity,
for someone who's fully aligned on the
policy goals,” asenior White House offi-
cial says, “The president has alot of faith
inher”.

Brainard was born 61 years ago in
Hamburg. Her father Alfred was a
foreign service officer specialising in
eastern Europe. As well as fostering an
interest in economics, the cold war
period generated a certain patriotism in
Brainard. “Many children, T think, are
told to mind their manners. In my
house, it was always followed by the
admenition, ‘Den't forget, you're repre-
senting America’? she told Congress in
2009.

Brainard received an American edu-
cation: fust ata private high sdmol in

A Tigorous economist
enters the White House

Brainard'sfirst bigjob in Washington

Dalcep Singh, chicfglobal cconomist at
PGU\‘L who wurked with Bramsrﬂ at the

followed a professorship at the Massa-
chusetts Institute of d
came in the late years of Bill Clinton’s
2dmm|stmnun, when she was brought.

Tt wm'k. Bﬁmm'd is known to be rig-

doves, took a tough line on capital
standards for banks, opened the Fed up
to digital currencies and climate risk,
and was kcy to lannchmg the emer-

orous —and tomanya

aura Tyson, the
nnlym]ltrfema]eNECd.lrmnr
She

nat
Amalismateaainaa
ate degree in social studies. Harvard was
hernextstop, forbotha d

thrust into the nego-
tiations over the emerging markets’

debt crises and also became an interna-
tional i for Clinton. After

anda doctorate in economics.

Itwasthere, waitingin line in the cafe-
teria, that she met her future husband
Kurt Campbell, who was a faculty mem-
ber. They married in 1998.

For athird consecutive time, both will
be working in senior roles in a Demo-
cratic administration: Campbell is now
co-ordinator for the Indo-Pacific in
Biden's National Security Council. They

three daughters. In her spare time,
Brainard likes to watch them play soc-
cer and other sports, according to peo-
ple who know her well. She s also a fan.
of the English Premier League.

the George W Bush presidency, which
Brainard spent building the global
development programme at the Brook-
ings Institution think-tank, she
returned to government as under-secre-
tary of the Treasury for international
affairsunder Barack Obama.

le model. “She is extres polished,
extremely deep on the substance and
the reality of the situation,” says one

‘She is extremely polished

extremely deep on the
substance and the reality
of the situation

former colleague. “She has a great way

helped the US
aqud a financial meltdown at the start
ofthe pandemic.

While at the Fed, she came close to
being Treasury secretary twice: as the
frontrunner in 2016 had Hillary Clinton
won the White House. She was a con-
tenderagainin 2020 but lost out toJanet
Yellen after Bidenwon the presidency.

In 2021, Biden interviewed Brainard
for the job of Fed chair: even though he
ultimately renewed Jay Powell’s term
instead, he offered her the vice-chair
position. Clearly, she has continued to

Those were the years of the financial
crisis, the start of heightened economic
and strategic tensions with Beijing, and
the eurozone debt meltdown, which
meant she was frequently crossing the
Atlantic with Treasury secretary Tim
Geithner.

“She had a big seat at the table,” says

of explaini in a way that is
not wonky,” adds Heidi Crebo-Rediker,
a former chief economist at the state
department during the Obama adminis-
tration.

1In2014, Obama nominated her to the
Fed. There, she emerged as one of the
more thoughtful monetary policy

then. “She's
not goingto have asteep &

There can be no impunity for
aggression against Ukraine

Philippe
Sands

our days after Russia’s inva-
sion of Ukraine, I wrote n this
paper on the crime of aggres-
sion, introduced into interna-
tional law during the negotia-

France was the first to shift, a few
weeks ago, and the UK and Germany
have since followed. The European
Commission has announced the crea-
tion of a Centre for the Prosccution of
the Crime of Aggression, and the Dutch
government has offered to host an
interim mechanism. There s no reason
why international and Ukrainian inves-
tigators cannot be appointed now, with
an interim prosecutor, to gather evi-
denceand identify potential indictees.

Ani

tions of the tribunal, by a
Soviet jurist back in 1945. Since then,
aggression has been one of the four

tribunal will need a
legal agreement, most likely between
Ukraine and the UN or a European

side war crimes, crimes against human-
ity, and genocide. The International
Criminal Court in The Hague is cur-
rently investigating alleged crimes in
Ukraine but has not yet issued any
indictments.

The ICC cannot, however, exercise
jurisdiction over aggression, a gap that
prompted me to propose the creation of
a

That

and texts are already circulating. Tt
would be fitting for the agreement to be
signed in Ltv, the Ukrainian city whose
bloody history was handmaid to the
ideas that, in the 1940s, became the new
legal categories of crimes against
humanity andgenocide.

The costs will be peanuts, compared
with the ICC. To be sure, there will be

Vladimir Putin and his acolytes for their
waging of a manifestly illegal war, which
is aleadership crime. 1 and others were
concerned that it could be difficult to
pin the other crimes on the leadership,
and recognised that the only crime
which reached the top table with any
certitude was that of aggression. There
continues to be serious concern, in the
face of the horrors occurring across
Ukraine, that the ICC investigations
‘would culminate in proceedings against
low-grade military, but allow the leaders
— political, military, intelligence, finan-
—off the hoolk.

Over the past year there has been a
growing recognition of the need to avoid
impunity for the crime of aggression. A
few days after my article appeared,
Dmytro Kuleba, Ukraine’s foreign min-
ister, said that Ukraine wanted a special
tribunal. Within menths, a coalition of
core countries, led by the three Baltic
States and Poland, joined forces, and the
parliamentary assemblies of the Coun-
cilof Europe and Nato and the European
parliament added their support. Avaaz,
a global activist organisation, organised

points to h: , on the structure
and nature of the tribunal. Ukraine
rightly favours a full-fledged interna-
tional body, a call supported yesterday
by Christoph Heusgen, chair of the
Munich Security Conference, which
meets this weekend — but no doubt cre-
ative minds will be able to do what is
necessary. There will be technical legal
issues to address — not least the ques-

There are concerns t

leaders — political
intelligence, financial — will
be allowed off the hook

tion of whether a head of state should be
entitled to immunity —and relationsto
be established with investigations and
prosecutions at the ICC and in Ukrain-
ianand other national courts.

‘This is a crucial historical moment.
We were not prepared for the invasion,
for the crimes and other horrors that
have followed, including the grotesque

apetition

a million signatures, as academics
debated the pros and cons of a first tri-
bunal to address the crime of aggression
since Nuremberg.

The momentum scon confronted the
realpolitik: Britain, France, Germany
and the USwere — to putit mildly —ini-
tially trepidatious. It was perhaps not so
‘much a matter of principle, more self-
preservation: if a tribunal were to be
created today in relation to Russia, then
why not tomorrow in relation to us?
There are, too, elephants in the room,

and wholly illegal targeting of civilian

Ukraine. Such acts
have no military purpose, and are
intended tobreak the will of the popula-
tion (though they have precisely the
opposite effect).

After the west’s failures on Georgia,
Chechnya, Crimea and Syria, Putin
believed it would blink. He was wrong.
Tam not starry-eyed about the power
of the law but keenly aware of its limits
and the need for military and diplo-
matic efforts. Yet if this aggression is
not addressed, we may as well give up
on the Nuremberg moment and the

i iion. Let the anni

not least Iraq and the many
flicts to which the western powers
turnedablind eye on matters of justice.
Yet here, on the territory of Ukraine,
of all places, there can be no impunity
for this most grave of crimes. Chile
Eboe-Osuji, former ICC president,
recently called for a Special Criminal
Tribunal as “one of the building blocks
in the never-ending construction
projectofi Taw

of this terrible moment in Europe be
used to signal that crossing this line
will not be tolerated and that there
will be individual criminal liability,
right tothe very top.

The writer is professor of law at University

College London, barrister at 11 KBW and
author of ‘East West Street: On the Origins

Top reads at FT.com/o

she’s been in the White House before,”
says Crebo-Rediker. “Her policy chops
and intellect will tower over everybody

james.politi@ft com

 Ordinary Americans are counting the
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China’s Shein sets lofty target
of $60bn in revenues by 2025

e Fashion group eyes IPO @ Gen Z popularity wanes e Plans for diversification

Fickle followers: Shein’s target market is younger shoppers, who have previously shown little brand loyalty — ceso e rmsosa ey moges

ELEANOR OLCOTT — HONG KONG
ARASH MASSOUDI — LONDON

Online fashion group Shein projects its
revenue wil

ternsto hit its revenue goals, in particu-
lar by gaining more repeat customers
and beginning to scll more diverse and

$60bn by 2025, as the Chinese company
secks to convince investors that it is on
course for a blockbuster initial public
offering this year.

In a “management presentation”
shown to investors and seen by the
Financial Times, Shein said it was tar-
geting annual revenue of $58.5bn in
2025, up from $22.7bn last year.

That would exceed u.: :xlsung com-
bined

Analysts warn this will bea challenge
for Shein, which now has its headquar-
ters in Singapore, as its target audience
is younger shoppers, who have previ-
ously shownlittle brand loyalty.

_ The targets are being suggested at a

from$1.1bn in 2021, as high air freight
costs and rising production costs ate
intoits bottom line.

The company also projects that its
profit will grow to$7.5bn in 2025, by tar-
geting higher-spending consumers with
new premium product lines while seek-
ingto reduce its warehouse and delivery

To achieve its sales targets, Shein

ing the high valuations of tech start-ups
during a market downturn. Shein said
that “as a private company, we do not.
commentonmarl

and Zara. The Cnmpany a]sa projects
thatgross merchandise value — the total
value of goods sold on its platform — will
grow to $80.6bn in 2025, a 174 per cent
increase from last year.

The lofty targets come as the com-
pany plans to launch one of the largest

The FT reported last month that
Shein, led by founder and chief execu-
tive Xu Yangtian, was in talks to raise
$3bn at a vastly reduced valuation of
$64bn. It was valued at just over $§100bn
initslatest funding round in April 2022,
making itthe world’s third most valua-

listings yet of Chi inthe
US this year, after becoming the shnpr
ping destination of choice for Genera-
tionZ consumersin the west.

Two investors confirmed the content
of the presentation, which reveals that
Shein must significantly alter sales pat-

atthetime.

T

‘Gen Z is more open to new
apparel brands than other
generations but it’s harder
to retain their loyalty”
‘wants to convert new customers into
repeat buyers.

1n 2022, about 60 per cent of its total

142mn customers shopped on the plat-
form for the first time, accmdmg to the

provides the latest snapshot of Shein’s
finances. According to the document, it
achieved a profit for fmlr consecutive
years, reaching $700mn

‘However, this represents a decline

By 2025, itis
aiming to convert most of its shoppers
intoloyal customers, projecting that 60
per cent of an estimated 26Imn shop-
pers will have shopped with them
before.

Analysts warn that the enthusiasm of
young women for Shein may be waning.
The proportion of US Gen Zwomen —or
those born between 1997 and 2013 —
considering a purchase from Shein fell
froma peak of 54 per cent in May 2022
10 39 per cent in September, according
to research by Morning Consult Brand
Intelligence.

“Shein’s popularity with Gen Z is a
double-edged sword,” said Claire
Tassin, retailand. at

Uniper takes €4bn hit
on Russian subsidiary

LAURA PITEL — BERLIN

German gas importer Uniper, one of

gas, said it was forced to deconsolidate
Uniproin2022 and report it as a discon-

the biggest corpor fthe tinued operationata loss of €4.4bn.
warin Ularaine, hastakena€4bnhiton _ Outgoing chief financial officer Tiina
its Russian y after losing con- investors that, while Uni-
trol over the company: per had found a local buyer for Unipro,

The nationalised energy giant, rescued
by Berlin in a multibillion-curo bailout
last year, said it was given no access to

it had yet to receive “presidential
approval”, suggesting the sale was being
personally blocked by Putin. The out-
look: [Dr the sale was “still outstanding

bout its po
subsidiary Unipro since the final three
‘monthsof last year.

Even though it is the majority share-
holder with an 83.7 per cent stake, it was
keptinthe dark in astark illustration of
the fallout for western businesses from
Russian president Vladimir Putin’s
invasion of Ukraine.

The group, once Europe’s largest
importer of Russian gas, announced a
netloss of €19bn last year, but pledged

and highly ) she added.
Tuomela said sweeping western sanc-
tions on Russia had “further impaired

Despife an 83.7%
stake, Uniper
says it has no
‘enforceable
confror overits
subsidlary Unipro

Uniper’s ability to exercise control as a

K. i h,

major

executive, said ina statement that Uni-
per was “at its core a strong company
that has successfully got through the
‘most difficult year in its history”.

But the company warned there was
“no longer any enforceable control”
over its Russian unit, which employs
4,300 people and has five gas and coal-

what price had

Uniper was once one of Russian
energy group Gazprom's most impor-
tant customers but it began racking up
huge losses after Moscow reduced sup-
plies to Germany through the Nord
Stream1 pipeline.

The German government announced
inJuly 2022 that it would step i, infect-

fired power, Y.

ing€8bn into thy y
afurther €25bni i

Uniper, which was by
Berlin amid fears of onll:pse after Mos-
cow cut Europe’s supplies of Russian

of
which about €5.5bn had been used by
theend of last year.

Retail & consumer

Hermes enjoys ‘exceptional’
year as China sales rebound

ADRIENNE KLASA — PARIS
FERGUS RYAN — LONDON

French huxury group Hermés shrugged
off the rise in Covid-19 cases in China
and increased sales by a quarter last
year, with little disruption to demand
for productsdespiterivals talinga hit.

Herméshad an yearwith

Asia-Pacific region, excluding Japan,
rose about 25 per cent. It was also sup-
ported by strong sales in the US, where
the company reopened its new flagship
store at Madison Avenue, New York.
Full-year profit at the group rose 38 per
centto€34bn.

ltcnmesalurluxnry rival Kering this

afallin

a 23 per cent jump in annual sales to
€11.6bn on a comparable basis and a
similar increase in the fourth quarter,

Morning Consult. “Gen Z is more open
to new apparel brands than any other
generation, which means it’s easier to
win their attention but harder to retain
their loyalty””

Shein has also told investors that it
will launch a global marketplace where
it sells third-party products on its web-
site and app, putting it in competition
with established online marketplaces
A_ws md Amazon.

exceeding because of
demand for the brand’s leather goods,
watchesand jewellery.

“We were very strong in China with
strong growth in our numbers regard-
less of the quarter and including the
fourth quarter,” said chief executive
Axcl Dumas. “The rebound in China for
us took place as soon as Wuhan re-
opened in 2020,” he added. “I think
sometimes we use a little bit of catastro-
phising sbout the effects of the health

imitators, which could undermine its
growth trajectory. l.u qumember Chi-

crisisin
Sales in the three months to Dcc:mr
ber rose 22.9 per cent to almost €3bn

nese

induod: a17percentgain.
launched Temu, a markctplac: sclling | Hermés does not break down num-
bers for mai hina, but sales inthe

cheapd]

qllart:r partly because of Beijing’s zero-
Covid restrictions. Even industry giant
LVMH, which posted record profits for
2022, suffered a dent insales in the last
quarter of the year.

“Hermés has ploughed through the
Covid-related issues in the fourth quar-
ter,” said Luca Solca at AllianceBern-
stein. “Hermés continuesto shine inthe
US and performance in Asia . .. is
remarkable, considering the situationin
China” The company plans to continue
investing in increasing capacity. Last
year, it created 4,300 jobs, almost three-
quarters of them in France, and
invested €1.5bn in operations.

The company has proposed a divi-
dend of €13 per share, topping up an
interim payout of €3.50 that will be
madeatthe end of this month.

SeeLex
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Silicon Valley start-ups face dilemma over expiring staff share awards

Fewer blockbuster [POs mean
‘restricted stock units’ deals

for employees are a problem

ity when RSUs vest. But staff are unable
to sell any of these shares without the
company launchinga flotation.

To get around the problem, Stripe
wants towithhold a portion of the stock

GEORGE HAMMOND AND TABBY KINDER
SAN FRANCISCO

Tech start-ups that have delayed plans

to the tax liability from
employees'awards.

Separately, it plans to sell stock to
investors, usingthe money raised to pay
the employees’ tax bills and buy up any

to go public during an mdustry lown- smckd:cywmhm sell.
turn are facing a: : how to i typlml of promi-
deal with restive whose  nent lats

share awards are set to expire without a
blockbuster initial public offering on
the horizon.

Overrecent years, some of Silicon Val-
ley's leading groups, including grocery-
delivery app Instacart and autonomous
ride-sharing group Cruise, wooed staff
by offering “restricted stock units” that
are triggered when a company has a
liquidity event, typically goingpublic.

In the case of payments group Stripe

i start

benefited meadcmdt hmghuﬂ unto
attract staff and investment but now
faceafundingcrunch.

“There is pent-up pressure among
employees who had been promised an
IPO in 2021 or *22, but are now saying,
‘RSUs don’t pay my mortgage or my
kids’ college fund,’” said Cisco Palao-
Ricketts, partner at law firm Goodwin
Procter.

RSUs have been part of employees’

RSUs worth
expiring from 2024 and risk being for-
feited unless the company buys them
out, changes the terms of the awards or
launchesan IPO.

Employees facea personal tax liabil-

total 2017,
at Cruise since 2018 and at Instacart
since2019, according to company state-
ments, job adverts from the time and
others with knowledge of the situation.
‘But the awards carry risks. “Once you

https://ft.pressreader.com/v99f/20230218

go for RSUs the fuse is lit,” said Kelly
Rodriques, chief cxecutive of private
securities marketplace Forge Global.
“They have liquidity and tax implica-
tions.”
Cruise said that it was “not going to
make any predictions on what may or
may not happen in the future”. Stripe

and 2022, according to remuneration
datatracker Thelander Consulting.

‘These companies and others must act
to prevent RSUs expiring, which typi-
cally happens after seven years.

To resolve its dilemma, Stripe is tap-
ping existing investors, including Josh
Kushner's venture fund Thrive Capital,

Accordingto a survey of mid to late-
‘stage private tech companies, about 15
per cent offered RSUs to staff in 2021

for more than $2bn, ing to people

strong business” said Robert Le, an ana-
Iystat PitchBook. “Not alot of start-ups
‘have that hwury:

The moveisthelatest problemfor one
of Silicon Valley’s most prominent fin-
tech start-ups. The company was valued
at $95bn at its last public valuation in
2021, but cut its internal valuation to
just over $60bn in January, according to

“Stripe has the luxury to go to Thrive,
apreviousinvestor, because they havea

Staff in strife:
Stripe is tapping
existing
investors for
more than $2bn
to help with
employee share
awards —suney
Fhotagaphyiamy

Stripe intends to raise enough to cover
the tax bill associated with the RSUs
handed out to many of its 8,000
employees since 2017, and will hold
back some of the value of employees’
shares as compensation, according toa

and the war for talent grew fiercerin the
following years, RSUs were increasingly
usedto tie employees to companies that
had a clear runway on to public mar-
kets.

“We try to guide only late-stage com-
panics to do RSUs,” said Goodwin
Procter’s Palao-Ricketts.

“For companies that adopted RSUs
too early or haven’t been successful
enough to have that liquidity event yet,
this is something that is coming down
the pipelinein two or three years.”

More desperate companies could
choose to accept "punitive terms” —
cedmgmarr control or larger stakes to

h

“Stripe has realised they have to help
the employees out.” said Glen Kernick,
silicon Valley leader at valuations pro-
vider Kroll. “When they [RSUs] vest,
that’s a taxable event. As an employee,
you now own the sharesand owe tax but
you don't have the ability to pay your
tax bill by selling shares. That’s obvi-
ously viewed as a hardship”

Facebook was among the first private
companies to issue RSUs ahead of its
20121P0.

As money poured into tech start-ups

raising new funds, or
pass e problem ontotheir cmployees,
saidPitchBook’ Le.

According to Palao-Ricketts, RSUsare
a perilous bargain for employces: taxcs
do not nced to be paid until there is a
liquidity event but, if there is not one,
thenstock can be forfeit.

“We as tax practitioners have known
thisisoutthere asaproblem,” headded.

“Everyone could have predicted the
market we would be in now: you can't
have 10 years of nmnl:rmpkd growth
and not expecta downtus
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kea executive Jesper Brodin says ‘executives are struggling to mak: In the game of ; adjusﬁngmdmscn:w Instead of Brodin. “But we have no concept of
Bosses torced to iy e | oy e , D oot et wise e
nostalgia. i than others. Generally, pmsxurtls]rsi setting out to happen in six to 12 months.”
- Raial b e Clirmas gt ring I | Wi Etupe urkl ThE'0S i recaioinic W | LCA ot e e Tt i specific For Ikea, input costs are the trickiest
i@ ecades o of managers who used towork | downturn is combined with record low | not have to publish profit targets. to forecast. Transport prices have
there, he could not help but join the unemployment and labour shortages. Tkea has changed tack. Instead of goals for the | fallen. But Brodin does not expect that
2 * chorus of those who said hey missed | Consumer behaviour is amystery:unil | setting out specificgoal or the year it | veoar: ke greater demand for wood to burn as
Orecast | ]g al ]tS the old times, when the world scemed | recently, peoplehave kept spending | has a set of “scenarios” to give the - i il il somae of Cic Gy
relatively stable and trends were cven though the price of almost business wriggle roomaas the outlook | 1A S€LOf | materials more expensive.
predictable and this could be everything has gone up. changes. It means acknowledging that | t¢ oo iog? It is not just the traditional variables
translated into a morc or less credible | The worst projections of cconomic | widely different outcomes are possible. : of modelling such as inflation and
multiyear business plan, crisis and energy shortages from last “I¢s teachingus aglity inhowwe | t0@ive the | consumer spending that have become
‘He says: “We always debate whether | year have not materialised. But it feels | operate;” says Brodin. Blsiness harder to predict. The past few years.
it was better before. Tused toalways | uniquely hard to predict the path ‘A year ago, the 54-year-old expected 3 havealso provided unexpected lessons
argue it is better now. This time we ahead. customers to cut spending because of | WTiggle on how business and society cope with
tended lo agee it was beter before Onbothsld:s ofthe Athantic litle | hish energy billsand mortgagerates. | room shocks and uncertainty.
“The risks, th wherethe | That did not happen. “Look at what people have gone
everything that used to be in a ‘risk economy is going and, for listed ‘Meanwhile, supply chain disruptions through: the pandemic, the economic
The Top Line ‘matrix fle’ is more or less businesses, delivering guidance tothe | improved more quickly than expected, damage, the tragedy of war, energy
p happening ... Welaugh about the time | market is more difficult than ever. leaving the group with more inventory prices” Brodin says. “What people
Anne l . when we were doing one-year budgets, | Inthe UK, auditing firmsworry that | and, in turn, the need to lower the might have underestimated is human
G*SY Vaine, and how we would be right or wrongby | the forecasts their cients submitto prices of some of its products. resilience”
h 03 per cent” them for sign-off are i ings are
@ assany ¢ Brodin's reflections resonate. chief | assess. going in the right direction,” says anne-sybvaine chassany@ft.com

Asia-focused chief built Schneider into a global force

Spotlight

Jean-Pascal Tricoire
Chief executive,
Schneider Electric

Some board members objected when
Jean-Pascal Tricoire was promoted to
chief executive of French industrial
‘group Schneider Electric.

In the cosy world of French
business, the engineer, who grew up
in the village of Beaupréau in western
France and had spent most of his
Schneider career in foreign postings
from China to South Africa, was
something of a misfit.

Without the trappings of elite
Parisian schools, political connections
or ministerial adviser jobs to his
name, his promotion as boss of the
automations and softwarc groupin
2006 met with val.

This week, after nearly 20 years at
the helm, the 59-year-old, sometimes
referred to as the “Napoleon running
Schneider” among investors over his

Jean-Pascal Tricoire, who is stepping
aside as chicfafter nearly 20 years
of spearheading rapid growth at the
industrial group, has built on its
Chinese links - rote tsssoomtas

Under Tricoire’s tenure, Schneider
became known for management
practices that are now more widely

BUSINE

WEEK IN REVIEW

Spurs in play

& Iranian-American billionaire Jahm Najafi, chair of
MSP Sports Capital, is preparinga $3.75bn takeover
bid for Tottenham Hotspur, the north London Pre-
mier League football club, with help from Gulf back-

followed, with a focus on “the planct ers, mainly from AbuDhabi.

and socety”, which 1t s redto

‘measure in its i @ Louis Vui th in by d d Arnault’s

byhnhngbqnmmumssmnsgua]s. LVMH luxury group, appointed musician Pharrell
Tricoire said growing up on farms in Williams, pictured, to take over menswear design

the Vendée region had given him an following the death of

appreciation for nature and the virgil Abloh in

fragility of ecosystems, as had his
‘Thobby, kayaking through rapids.

After he left France for the first time
at23, Tricoire’s spells in emerging

‘markets his focus on the

role the world of energy had to play, he
said. “I realised energy was the
passport toa decent life . . . When you
‘had rolling power cuts in China, there
were days you couldrt do much. Lalso
realised, living

November2021.

» Emails exchanged
by former Barclays
chief executive Jes
Staleyand the late sex
offender  Jeffrey
Epstein — including Z
pictures of young
women —were rcvealed in alawsuit filed by the US
JPMorgan Chase.

that our model of energy consumption
‘was not sustainable, as the pollution
was palpable.”

‘Tricoire rid Schneider of businesses

®KPMG is to cut close to 2 per cent of its staff in the
US, about 700 peaple, after a sharp slowdown in its
consulting business, becoming the first of Big Four

reputation for wanting to control that did not fit its energy focus, and accountancy firm to respond to the weaker economy
every decision, announced he was invested in areas such as with job reductions.
stepping aside after a tenure that Some three- | US: Chinaand India, and deriving presence and adjust it rapidly, including with the recently’ scaled
outlasted that of many rival chief three-quarters of ts sales from ftchi from £106bn acquisition of the UK’s Aveva, & AlrIndia announced an order for 470 planes from
executives. quarters of | outside western Europe. sector when the residential market which s used to run data centres or Airbus and Boeing in one of the biggest aviation
Schneider has become ane of salesare Founded close to 190 yearsagoby | began to overheat, said Jefferies factories more cfficiently. orders, as the country’s air passenger market
‘France’s most valuable listed groups, ) two brothers who brought aFrench | analyst Simon Toennessen. “Hi's pragmatic. He's not into being rebounds from the coronavirus pandemc.
its worth increasing sevenfold to derived iron foundry, ll.hxsalw quictly built “[Tricoire] took risks in Asia which an:vangeﬁstqrbashh}gpeopk [over
nearly €90bn over the past two . ide | upaspeci ‘many i i said Cédile . away dit
decades, one of the top 10 market fromoutside equipping 5o ke the ot not have taken,” said Henri de Castries, | Cabanis, ﬂepulyrludexecmm at bet on Activision Blizzard in late 2022, selling 74mn
caps on the French stock exchange western sudden megatrend: energy efficiency. | the former head of French manager
behind Airbusand bigluxurygoods | Fypopeand | Systems used by companies to Axa, who has known Tricoire sincehe | Tikehau Capital and a Schneider board
names such as LVMH. automate lighting use and make became boss. member.
His appointment was mainly most board | power savings have neverbeen as “Relations may be more complicated | The business “has advanced without
thanks to Henri Lachmann, b sought-after, particularly after an and tense with China now, but that ‘making noise, which is quite rare”, London law firm Allen & Overy
Schneider’s former boss who plucked energy supply crisis in Europe kind of decp knowledge of an essential | However, one challenge will be Rasintroduced anartificial
‘Tricoire from semi-obscurity, after are not following Russia’s full -scale invasion ‘market is very important.” ing his successor room to lead as
crossing paths with him on a tour of French of Ukraine. But that is one aspect of Tricoire’s ‘he stays on as chair until 2025 at the iﬂtelligeuce chatbot to help its
the company in Beijing. Along the way, Tricoire has legacy, with China accounting for Iatest — a formula that is not unusual e o ntracts
“One board member said: ‘We don't maintained his status as something of | about 13 per cent of Schneider’s in France but is less frequent by !
know him. Hes not one of us;” said an “alien” among French chief revenue, behind the US, that may ‘governance standards in the rest of
Lachmann. executives, in the words of one become more debatable. Europe.
“But someone else, with an even banker. For some, though Some western companies are ‘While heis calm and affable,
more brilliant qualification, said: i ing their China links, with the | collcagues and analysts said Tricoire
“That's his strength.” e has pushed the shift | Ukrainei fearsof more | was also known for being on top of shares, or 12 per cent of its position, asthe Call of Duty
Tricoire will partly relinquish his away from France too far. geopu]mm] ructions, while trade rows | every decision at the company, and video game maker’s $75bn agreed takeover by
perational responsibilitics to Afluent Mandarin speaker brew between d Beijin; i i knew the drill. Microsoft came under regulatory scrutiny.
St e el et following his spell wi Tricoire defended now “When he became the boss, he was
automation Peter Herweck, who in China, Tricoire moved to Hong being balanced out by investments very much the boss. He has authority & Allen & Overy hasintroduced an artificial intelli-
becomes chief exceutive in Ma, Kong in 2011 and has stayed since, an | elsewhere in Asia, and amodel based | and doesn't necessarily like gence chatbot to help its lawyers draft contracts, as
while he remains as ‘unusual move that ruffled feathersin | on havinga Chinese-run business confrontation,” Lachmann said. the London-based magic circle legal firm secks to
Since his appointment in 2006, the Paris establishment. The geared towards the market's very One person in Paris businesscircles adopt the technology tofind efficiencics.
after three years as deputy chief company’s board has a majority of specific tech needs. who knows Tricoire said: “The value
executive, the business has expanded non-French members, and executives | “We need torealise that the worldis | he s just v.1 i ign wealth fund GIC has put the
exponentially overseas, adding to are scattered. still very Interconnected and ]ust hope he s really skppmgasld: brakes on private investments in China a it scruti-
its array of intricate industrial Over the years his Asian. i i China” theworld’s
systems through acquisitions in the helped Schneider build its Chinese Tricoire said. very long one.” Sarah White
 Deutsche Bank has cut ties with Austrian real
estate billionaire René Benko, who co-owns
Selfridges in London, the Chrysler Building in New
York and German department store KaDeWe, over
Technology a i ion igati

YouTube head Wojcicki to step down after overseeing transformation

DAVE LEE — SAN FRANCISCO

ignation of Meta's chief
Sheryl Sandberglast year.
“Susan hasa Imlqu: placein Gung]a

YouTube chiefexecutive Susan Wojeicki
the

is stepping d
video hostingsite’s growth into. ancnu:r—

ble cnnmbumm to products uscd by
P’SC

tainment

Wojcicki, who joined ng]e in1999
asits 16themployee, said in amemoshe
had “decided tostep back from: e role
asthe head of YouTube and

dﬂrm said.

tisers when ads appear-  Susan Wojcicki

ing alongside content pnsled by reli- usheredina
gious extremists. targeted video
Wojcicki also navigated the unpre-  advertising
dictable nature of YouTube’s biggest ~model while
stars, such as user PewDiePie, whowas  murturing

“We' all

thelast 25ycars”

‘Wojcicld said she would assist with
e it "

chapter focused on my family, mlm

re taking

ip transition befo
anadvisory ole in which she can “offer

and personal projects I'm p
about’

She w1|.l be rephcmi with YouTube’s
yroduct, Neal Moh:

the portfolio o[A]phnbc‘mamp ﬂs"
Google faces a threat to its search
Microsoft, whose inte-

Google bought YouTube for $1.65bn
in 2006.In2022, the

gration of generative Al technology into

tising platform generated $29:2bn, rep-
resenting about 10 per cent of Google
parent Alphabet’s reverue.

Wojcicki, 54, has been a long-term fix-
ture at the company, having rented out
her garage to Google’s two founders,
Larry Pageand Sergey Brin, in 1998.

Her exit marks another significant

as the biggest competitive disruption in
the sector inwell over a decade.

During Wojcicki’s time at the helm of
YouTube she ushered in a targeted
video advertising model, while nurtur-
ing the “creator economy” from its
inception to its huge influence today.

At times, these achievements brmlghL

departure for a promi
utive in Silicon Valley, following the res-

In 2017, YouTub
e st byt ol vt

https://ft.pressreader.com/v99f/20230218

dropped by the platform  the ‘creator
over anti-Semitic remarks in the Swed- ~ economy’
ishcreator’s videos.

Unlike Facebook and Twitter, which
have reinstated former US president
Donald Trump's accounts after sus-

pending him following the January 6
2021 attack on the Capitol, YouTube has
not yet clearly indicated its policy
regarding his return to the platform
ahead of the 2024 presidential election.
There has also been scrutiny on the
platform’s recommendation engine,
which suggests new clips for users to
wmd.l based on Ihelrhabns and the col-

Barclays shares fell after the bank reporteda 4 per
cent decline in fourth-quarter earnings to £1.04bn,

470 £1.26n

Number of Jefs. Value of Liberty
AlrIndla ordered | Global's near 5%
from rivals Boelng | stake In UK rival

‘While being responsible for big rises
in engagement, and therefore advertis-
ing exposure, the mechanism has also

and Alrbus
from £1.08bni od a year carlier; partly

driven by a plunge in fee income at its investment
bank.

been blamed for playinga
role, particularly in teenagers, because
oftheso-called “rabbit hole” effect.

As the streaming wars stepped up,
Wojcicki looked to build a subscription
‘model with exclusive content and perks
such as no ads. In December, YouTube
entered a §14bn deal with the US
National Football League to broadcast
‘some games overthe next seven years.

Responding to the growth of TikTok,
YouTubelaunched Shorts, a short-form,
portrait-orientated mode with similar
functionalitytoits Chinese-owned rival.

A i Jassy vowed to dou-
ble down on the company’s struggling grocery store
business, despite recently announcing that its

plans wereon hold.

@ Liberty Global, the US telecoms group chaired by
“cable cowboy” John Malone, bought a stake of
nearly 5 per cent in Vodafone worth £1.2bn, asit bets
ontherevivalofits UK rival.

» The LockBit hacking group that encrypted
Royal Mall data sought a £65 7mn ransom, ademand
that the UK postal group’s board appears to have
rebuffed.
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Riddle of how activist Hindenburg’s
team structured the Adani big short

Observers point to possible use of single stock futures and help of western banks in Singapore

ORTENCA ALIAJ AND ANTOINE GARA
NEW YORK

‘When Nathan Anderson decided to take
on Indian conglomerate Adani Group,
he faced the ultimate challenge for
someone in his line of business: India’s
rules on short selling.

The founder of New York-based
Hindenburg Research has not detailed
how he structured his bet against the
infrastructure group — which he has
accused of fraud and stock price manip-
ulation in a 100-page report published
Iast month — saying only that the firm
took ashort position in Adani “throu;
US-traded bonds and non-Indian-
traded derivative instruments”.

But three hedge fund managers who
have looked at doing the trade said
Anderson would probably have had to
build his position using derivatives
linked to India’s largest indices, as well
asUS-traded bonds.

Despite Adani denying the allegations
in a 400-page rebuttal, Hindenburg’s
report has triggered a sell-off in the
group’s listed entities, knocking more
than $100bn off their combined market
value.

It is the reaction Hindenburg, which
profits when the price of bonds and
equities linked to a company go down,
washopingfor.

“Yet how Anderson and his team struc-
tured their trade has been a puzzle to
the market.

Short sellers typically borrow stocks
through a broker, sell those shares on.
the market, and hope that the price will
go down. If it does, they buy shares to
‘hand back to the lender and pocket the
difference.

But itisdifficult to short companiesin
India. Under the country’s securities
regulation, institutional investors have
to declare up front if they are placing a
short position, and brokers must upload
data on shorts to the stock exchange
beforetrading the following day.

Meanwhile, many companies —
including those in the Adani Group —
‘have a small free float, makingavailabil-
ity of stock an issue for awould-be short
seller. India does not allow naked short.
selling, where investors can bet that &
stock will fall w'iihoul first borrowing
the underlyingsecurity.

g | ialcing wf AdarivmysciE For s
short last summer and one of the rea-
sons I decided not to investigate it fur-
ther is the difficulty of shorting it in
India,” said Gabriel Grego, a hedge fund
‘manager at Quintessential Capital, who
is waging a short selling campaign at
cybersecurity group Darktrace.

Hindenburg found a way. Investors
who want to bet against an Indian com-
pany can do so using India’s main stock
index, the Nifty 50, in which Adani
Enterprises is one of the largest constit-
uents, according to three hedge funds
that have looked at doing the trade.

Banks with operations in Singapore,
which is among jurisdictions in which
short sellers can do this type of trade,

roduct called asi

—

Others were Adani Enterprises’ case because the
deterred by the  groupisnotlisted in CDSindices.
difficulty of “There’s a reason you have to do this
shortinginIndia  kind of trade on Indian stocks,” said
but Hindenburg  Soren Aandahl, chicfinvestment officer
Research, led of Texas-based short selling activist
by Nathan Bluc Orca Capital. “Its the byzantine
Anderson, requirementofthe Indiansystem where
found a way youcan'ttrade directly”

et Betting against US-listed bondsissued

by various Adani entities was also an
option for Hindenburg, which declined
tocomment for thisarticle.
Andersontends to partner with other
s el

nies, and has previously worked with
Grego. While Hindenburg has declined
to disclose whether the firm has part-
nered with other investors on Adani, a
disclaimer included in the report states
that one or more could be involved.
Little has been revealed about how
the firm set its sights on Adani beyond
the fact that the research took two years.

on Indian companies to investigate  “Thare'sa
Adani.

The analyst led the research with the  TCASON yOU
help of a team of five Hindenburg
employees. The team decided torelease ha_ve 0 do
the report days beforeaplanned $2.4bn  this kind
sharesale by Adani last month. GEtrade:

The timing was crucial because .
Hindenburg’s report cast doubtsonthe  1LS the
anchor investor group involved in the i
fundraising, which included Mauritius- byzafmne
based entities. The short seller alleged  Fequirement
that these had links to the Adani family

: of the
and were buying shares to prop up the ,
kprice of the listed businessesinthe  SYSLETY

group.

Adanihas denied the allegations.

The group founded by Gautam Adani,
who until Hindenburg’s report was the
world’s third-richest person, is the
firm’s largest target among a small list of
non-US companiesit has bet against.
Anderson, who considers his mentor
Harry Mm]mpalos, the investigator

Two people with of the
process said Hindenburg cnlisted the
help of an outside analyst who focused

‘ Hindenburg disaster
Combined market value of listed Adani businesses (§bn)

Repor claims ‘largest con in corporate history’

future. These equity derivatives allow
investors to get exposure to price move-
‘mentson the underlyingshares.

In Hindenburg’s case, itwould receive
the value of Adani Enterprises’ weight-
ing in the index and the rest would be
sold in the market.

The drawback for this kind of instru-
‘ments is little liquidity, which means
bets tend to be relatively small. Short
sellerswould typically use other deriva-
tives, such as credit default swaps, to
amp up bets but this is not possible in
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*Enterprises, Tofal Gas, Transmissian, Green Energy, Power, Porfs and SEZ,
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Source: Bioombert

known alarm on Ber-
nard MadofPs Ponzi scheme, founded
thebusiness sixycarsago.

In2020, he issued a report on electric
truckmaker Nikola shortly after the
company went public via a special pur-
‘pose acquisition company.

The report, which alleged fraud,
included a video that showed a func-
tioning Nikola prototype that the short
seller said was moving only because it
was rolling downhill. Nikola paid
$125mn to resolve fraud charges in
2021. Founder Trevor Milton was con-
victed lastyearof defraudinginvestors,

Anderson made a winning bet on
‘Twitter, shorting the stock in May just as
Elon Musk sought to get out of his offer
tobuyit.

Not all of the firm's campaigns have
worked out.

Shares in property investment busi-

ness Welltower have increased more
than 15 per cent since Hindenburg pub-
lished a report in December alleging
that one of its i was a

Airlines

Air France-
KLM claims
Chinarivals
enjoy ‘unfair
advantage’

SARAH WHITE — PARIS

European airlines forcedtotake longer
routes to Asia to avoid Russia will
struggle tocompete with Chinese rivals
astravel rebounds after lockdowns, the
chief executive of Air France-KLM has
warned.

Ben Smith said Chinese airlines had an
“unfair advantage” over European car-
riers that have been banned from Rus-
sian airspace since the invasion of
Ukrainealmostayearago.

Both Brussels and Moscow have im-
posed restrictions on European airlines,
but Chinese carriers can still fly over
Russia and on shorter routes to Europe.

“Between Paris and Seoul, it can add
up to three hours in flight time,” said
Smith. “If you’ve got a Chinese carrier
that is flying over Russia, they’ve got an
unfair advantage overus.’

Finnair chief exccutive Topi
Manner this week also warned that
Furopean airlines wereata “significant”
disadvan

“We think Lhat what this will mean is
that it will be very hard to make second-
arycities of China profitable in terms of
flying” he said.

Finland’s flag carrier builtits business
by usingiits location to offer quick flight
paths to Asia through northern Russia,

‘Ifyou've got a Chinese
carrier that s flying over
Russia, they've gotan
unfair advantage’
and was badly hit by the closure of the
country’sairspace.

“Itadds hours to thejourncy and thus

fuel, costs and emnssluns smd Andrew
Charlton

har’.

Shares in medical devices group
Establishment Labs arc up more than
30 per cent since Hindenburg dubbed it
a “financially stretched silicone safety
charade”inOctober.

Stll, the firm’s recent success differ-
entiates it from rivals, many of which
have struggled in the decade-long bull

ket.

While some have applauded Hinden-
burg for appearing to lift the lid on
problems at Adani’s conglomerate, oth-
ers have portrayed the report as an
attack on India and a “hit job” on its
markets.

Sanju Verma, a spokesperson for the
ruling Bharatiya Janata party, has
described Anderson as a *notorious
shortseller”

Finnair flights between Helsinki and
Tokyo now take over13 hours, up from
9.5 hours before the airspace closures.
The warnings came as a wider
rebound in air travel is bringing traffic
close to pre-pandemic levels in regions
such as Europe, fuelling a recovery for
the industry. In particular, airlines are
hoping to capitalise on an expected
return of China tourists to popular
shopping destinations such as Paris.
Smith said the Franco-Dutch group
was gradually increasing its flights to
Shanghai and Beijing and planned to
return toat least 50 per cent of its 2019
flight capacityin China.
AirFrance-KLM returned to profit for
the first time since 2019 last year, with
revenucsrising sharply, it said yester-

spreading “malicious lies”. Adani is an

day. Th pe
ity to increase ﬁmherthlsyenr.

ally of Narendra Modi. Air France-KLM has been one of the
fth ‘ongress iari i

party have praised Anderson. air travel within Europe and to the US

“It took a short seller Nathan Ander- | since last year. It is trying to move past

son from @HindenbergRes to expose | the last of ts pandemic woes by whit-

the i d i ion that bailouts it

e an
goesabout in the #AdaniGroup of com-
panies right under the PM’s nose,”
Ravinder Kapur, a trader and self-
declared supporter of members of the
Congress party’s Gandhi dynasty,
tweeted three days after Adani can-
celled its sharesale.

Joyojeet Pal, associate professor at
the University of Michigan’s school of
information, said: “Overall, the online
attacks on Nathan Anderson have
been a lot more muted than the online
support.”

Additional reprting by Chloe Cornish in
Mumbaiand john Reed in New Delhi

received tocope with grounded flights.

Smith reiterated the group’s interest
in Portuguese airline TAP, which
the Lisbon government is looking to
privatise.

The Franco-Dutch carrier had “no
serious interest” in Flybe, the British
regional airline that collapsed and has
failed to find arescuer, he said.

Air France KLM's revenues were up
84 per cent to €26.3bn, slightly exceed-
ing analysts’ expectations in a Refinitiv
poll, and matching 2019 levels. The
group posted a £728mn net profit, after
last year's €3.3bn net loss.

Media

Murdoch called Trump US poll claims ‘crazy’

AANANERL RO O W R
NEW YORS

Rupert Murdoch described allegations
that the 2020 US election was stolen
from Donald Trump as “damaging”
and*crazy” even as his Fox News chan-

Utilities

lawyers Rudy Giuliani and Sidney Pow-
ell, claimed that voting machines made
by Dominion were rigged and that the
company had worked for Hugo Chévez,
the

Inthe court ilings, Dominion's law-
yers depicted Fox Newsasscrambling to
cover the clection whilerevealingter-

SARAH WHITE — PARIS
NATHALIE THOMAS — EDINBURGH

French energy group EDF warned it

The French group and its state-owned
Chinese partner CGN would be asked in
the second half 0f 2023 to make “volun-

dditional equi

EDF warns of further outlay on UK reactor

The UK government last year paid
China’s CGN an estimated £100mn to
end its involvement in another UK

On November 19 2020, during a press
fe iven by Giuliani and Powell

nel continued toair the clai =
ing to flings from a defamation lawsuit
againstthe network.

The mogul, who owns Fox, repeatedly
emailed his concerns to the channel’s
chiefexecutive Suzanne Scott following
the clection, as some US states took days
to count votes and Trump railed that
the process was rigged, according to the
filing.

The messages were part of a filing
from voting technology group Domin-
ion asking a Delaware judge torule in its
favour on a $1.6bn defamation claim
brought against Foxin March 2021

In recent months the company
deposed Murdoch and several figuresat
the networkabout its election coverage,
in which some Trump allies, including

in which they alleged there was “mass
cheating” in the election, Murdoch
wrote: “Terrible stuff damaging every-

nal concerns Lhauu righ could end up of the nuclear Sizewell C, relations
Trumplost. bill for Hinkley Point Cas its C]unut a compensation mechanism for cost  with Chinasoured.
Fox Ncws san‘l in a statement artner may fail t t its sh: f  overruns, as “the project’s total financ- E‘.DF and the UK government are now
P y fail to meet its share of
“There will bea 5 s ing needs exceed th com- the project but hopingto
lot of noise and confusion; genemtzd by ‘mitment of ” EDFsaid.  getothe i
Dominion and their But it added the “probability that  The higher costs for Hinkley Point

vate :qlnty owners, but the cnrt o[ lhls

‘If Trump becomes a sore
loser, we should watch Sean
[Hannity] especially and
others don'tsound the same’

body, I fear,” according to messages
cited in the filing. Scott replied: “yes
Sean [Hannity] and even [Jeanine]
Pirro agrees,” referring to two Fox
primetime hosts. In a separate email,
with the subject line “Watching
Giuliani!”, Murdoch wrote: “Really

and [rccdom of speech, wh_\d] are f\u|

itted y y of
building the plant could rise above
£32bn when factoring in recent infla-
u\)n. mnrcdmn 20 per cent. ]ugher than

damental by the Consti-
tution and protected by New York
Times vsSullivan.”

Fox added that it was unable to filea
full responseuntil February 27.

‘The motion filed by Dominion con-
tained multiple instances of Murdoch
expressing concern over Fox's coverage.

“If Trump becomes a sore loser, we
should watch Sean ity] espe:

e k. e sttt Euglmd is

CGNwill not fund the project after ithas
reached its committed equity cap is

were based on inflation indices as of
June 30 last year, EDF said, so the cur-
rent value could be even higher f taking

Tlmlwauld tohav-
et e e

the first new nuclear por
built in Britain for almost 30 years. Its
completion date has been repeatedly
pushed back becausc of spiralling costs.
The increase, due to surges in mate-
rial prices is nearly 80 per cent more
than the cost of £18bn in 2016, when

and others don't mlmd :hc same,” hz
‘wrote to Scotton November 6.
Another clection machine maker,

thetermof;

As part of its original 2016 deal with
CGN, the Chinese developer agreed to
meet 33.5 per cent of the £18bn esti-
mated for Hinkley Point C’s construc-
tion costs at the time, with EDF paying
theremainder.

EDF started e project. EDF declined to comment further,
State-controlled EDF told mvesmrs The wammg on Hinkley Point C came
yesterday that, when for  asth reporteda

inflation, a more accurate cost for the

crazy stuff.

https://ft.pressreader.com/v99f/20230218

project

record €18bn loss after outages at its
French reactors hurt its output.

half of last ycar.

EDF’s new boss, Luc Rémont, vowed
yesterday to continue boosting produc-
tion this year after a record number of
outages at its French reactorsin 2022, as
well asa government cap on retail elec-
ricity prices, hitthe group’s finances.

‘The outages sent EDF’s output tum-
bling just as demand for electricity rose
across Europe. The group, usually a
major exporter, was forced to buy
expensive clectricity on volatile whole-
sale markets.

{Dpressmuder Pres

FTED D DSTRRTED g ATy
ssRead: +1604278

=

12/56



2023/2/19 20:17

18 February/19 February 2023

x FTWeekend

Financial Times Asia

COMPANIES & MARKETS

Equities. Participation

Retail investors return to bet
record sums on US stocks

The boom is deeper and more

widespread than the meme

Retail investors have piled into US markets this year ‘
Daily net inflow by individuals ($mn, 21-day meving average)

Old favourite:
stocks in Bed
Bath & Beyond

stock phenomenon of 2021
JENNIFER HUGHES — LONDON

Retail investors are pouring record
amountsinto US stocks, potentially giv-
ing small traders even greater sway over
‘marketsthanat the height of the “meme
stock” mania two yearsago.

Then, anarmy of bored amateur trad-
ers trapped at home during the pan-
demic drove up the share

+ 1,500
MM

2014 15 16 17 18
Source: Vanda Research

eral small, struggling consumer compa-
nies, such as video games retailer
GameStop, cinema operator AMC
Entertainment and home goods chain
BedBath&Beyond.

Now, their bets arc more widespread,
suggesting fresh appetite following the
losses many suffered last year.

The flows of retail cash have helped to
drive a powerful market rebound at the
start of 2023, despitea relative lack of
enthusiasm among professional fund

ticated money’ crowd.” Vanda's data
shows interest from

‘The bank’s data shows that younger

small traders in Tesla — a volatile stock:
long popular with individual investors
— but also heavy buying of dividend-
paying stalwarts such as AT&T and
Coca-Cola.

Crucially, those purchases were
‘maostly of the shares rather than associ-
ated options, which can be used as a
cheaper means of betting on a stock’s
direction.

T'h:faclt_hal]tlsnotupﬂnnst:lblls

‘managers.
Smaller investorson average have put
each

day over the past month, according to
data collated by consultancy Vanda
Research, while data tracked by JPMor-
gan showed that in January retail
accounted for uptoaquarterof all stock
trading—arecord.

“With recent surveys showing the
institutional investor community
remaining broadly bearish on mls.n

there ha in their long-term
investing. I think that’s been the result
of having lost money in the last year and
a half,” said senior strategist Marco
Iachini.

“This year, flows from the youngergen-

again but also snapping up the biggest
techstocks.

Tesla has gained 62 per cent this year,
‘while thetech-heavy Nasdaq Composite
isup 12 per cent. The small-cap Russell
2000 hasalsorisen 10 per cent.

Itis two years since senior US trading
executives, regulators and analysts were
‘summoned to Washington to explain
why the meme stock-related surge in
activity by small investors had rattled
‘the wider USstock market.

That triggered calls for deep reforms,
This week, the US Securities and
Exchange Commission approved a
timetable for halving trade settlement
times to a single day to help reduce the

S that sibal il brokers t

erationof
stock mania have been bolstered by
interest from older investors, according
toJPMorgan.

importance of the retail cohort,” smd
analysts at Vanda Research.

“The bottom line is that investors
should heed signals from the ‘unsophis-

The latter tend to favour
than individual stocks and had by Feb-
ruary 8 put $125bn into exchange
traded funds and bond funds after sell-
ing$340bn lastyear.

limit buy orders at the height of the
‘mania.

At the time, many analysts said
Covid-19 had created the perfect condi-
tions for aretail boom, with low borrow-
ing costs and a wave of new apps that
madeiteasy totrade.

But last year's rapid rise in borrowing

by retail
investors two
years ago

costs does not appear to have damped
the fervour.

‘Vanda's analysts pointed to the high
levels of retail investment sitting in
‘money market funds, which could yet
be deployed if market conditions are
sufficientlytempting.

“The fact
thatitis not
options tells
us there has
been ashift
in their
long-term
investing’

Some of islikelyto
be seasonal, with earnings updates
providing a catalyst for buying, while
the upcoming US tax season may see
‘some investors withdrawing cash to pay
their bills.

“New account activity always picks
up at the beginning of the year — I
assume people say as a new year’s reso-
Iution: Tm going to pay more attention
to my financial circumstances.” said
‘Thomas Peterffy, founder of Interactive
Brokers, which focuses on more experi-
enced investors. Its total number of
client accounts has risen 23 per cent in
ayear.

“For me, retail investors are a bunch
of sixtysomethings who have money
and, every now and again, want to wade
into the market,” he added. ‘Tw:nty—
somethings don’t have much money.”

Others disagree, arguing there is also
a long-term shift under way as more
investors become familiar with apps
such as Robinhood that make it even
easiertotrade.

Some industry participants suggest
the meme stock generation has mel-
lowed, and is using apps that first took
off during the pandemic boom for more
traditional investingpurposes.

People assume most young investors
are part of the meme stock crowd, said
Zoe Barry, founder of Zingeroo, a retail-
trading app with echoes of fantasy
sports-style league tables. “They dom't
realise there are a lot of young traders
doingthe research andtryingtolearn”

Our giobal
feam gives you
market-moving
mews and views,
24 hours a day
fhcom/markets
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Chinese bank
Renaissance
calls for calm
after founder’s
disappearance

HUDSON LOCKETT AND GLORIA LI
HONG KONG

RYAN MCMORROW — BELIING

China Renaissance, one of the country’s
leading investment banks, was working
to calm anxious staff yesterday
following the disappearance of its
founder, BaoFan.

‘Shares in the Hong Kong-listed com-
pany fell 50 per cent when the market
opened before paring losses to be down
about 28 per cent, after the bank dis-
closed it was unable to contact Bao.

China Renaissance has been in tur-
moil since September, when group pres-
ident Cong Lin was detained by Chinese
authorities.

In a message sent to employees yes-
terdayand seen by the Financial Times,
‘Wang Lixing, head of investment bank-
ing, sought toease concern.

“Good morning . . . I think everyone
has had a restless night,” Wang said,
callingon staff “not to spread or believe
Tumours”.

Wang did not mention Bao by name
but said that management had been in
touch with the “backbone of our invest-
ment banking division. In such a critical
moment, everyone must believe in the
group, believe in the executive commit-

‘Everyone must believe
in the group, believe in
the executive committee,
and not lose our heads’

tee, and not lose our heads.” However,
“the available informationis limited”.

China Renaissance did not respond to
arequest for comment.

‘The disappearance of Bao, who made
his fortune in tech deals, comes despite
Beijing appearing to ease a crackdown
on the sector, which had throttled the
investment bank’s once-thriving busi-
nessin listingsand corporate finance.

The bank said in a filing to tthtAx:k
Exchange of Hong Kong on Thursday
evening that the company “has been
unable to contact Mr Bao Fan” but was
not aware that his “unavailability is or
might be related to the business and /or
operations of the group”.

Peaple close to Bao believe his prob-
lems may be connected to his lieutenant
Cong, who served as the bank’s presi-
dent from2020.

China's securities regulator called in
Cong for a “supervisory discussion” on
September 6 in connection with securi-
Lies violations.

Three days later Cong resigned as a
director of the group’s Hong Kong secu-
rities unit and his securities licences in
thecity connected to China Renaissance
were cancelled, according to public
records.

The group said little about Cong’s
apparent exit and he does not appear
‘amongits management onitswebsite.

Along list of Chinese financial execu-
tives has disappeared as part of Xi Jin-
ping’s anti-corruption campaign, which
he launched shortly after coming to
powerin 2012.

Additional reporting by William Langley in
Hong Kong

Financials

Late Citi figure Verme is classed ‘among the
greatest client bankers’ as lender pays tribute

ARASH MASSOUDI AND.
IVAN LEVINGSTON — LONDON

Alberto Verme, a top Citigroup invest-
ment banker whose clients ranged
from Saudi prince Alwaleed h;nT‘a]a.I to

nies, he went on tolead global invest-
ment bankingat Citi and also served as
head of Europe, Middle Eastand Africa.
n 2008, he moved from London to
Dubai, where he built close ties with
Prince. his Kingdom Hold-

Russian oligarch Roman
died on Wednesday at the age of 65.

The Peruvian banker, who ascended to
the top ranks of Citigroup over a near
three decade-long career, developed a
reputation as a rainmaker who could
woo senior clients in any geography and
as an inspirational leader inside the US
bank.

Citi’s chief executive Jane Fraser said
in anote toemployees that Verme, who
was based in London, was “a true titan
of our industry and a selfless mentor to
‘many of us”, adding: “Alberto was made
for this business. There was no one bet-
terat developingclient relationships.”

‘Verme joined Salomon Brothers in
1994, and played a key role inils inte-
grationwithCitiina1998

He started his career at the Wm'!d
Bank before stintsat German industrial
conglomerate Metallgesellschaft and
First Boston. Best known for hisworkas.
a banker to energy and utility compa-

ing Company, according to people who

respected leader, who uniquely
embraced global opportunitics,” said
banker Michael Klein, who is set to
become the chief executive of CS First
Boston and worked closcly with Verme
at Citigroup until leaving the bank in
2008,

knew Verme. There Ve
opel relatinniliips with Aba Diabi'e
Mubadala Investment Company sover-
cign wealth fund and the Abu Dhabi
National Oil Company.

“lberto was a gracious, highly

Since 2011, lobal chair of
the institutional clients group, 2 unit
tasked with serving Citi’s top institu-
tional and private banking customers.
Before Russia’s invasion of Ukraine last
year, he was close to Abramovich and
also managed Citi’s relationship with
Russian energy firm Rosneft, according
tothe people.

Mining

Legal & General hits Glencore with
fresh lawsuit in latest corruption fallout

KATE BEIOLEY AND HARRY DEMPSEY
ONDON

Glencore has been hit with a fresh law-
suit from a big asset manager over
alleged investor losses, prompted by
the conviction for bribery of the com-
moditiesgroup last year.

In the latest legal fallout from the cor-
SurtE i o T co STl

on the group, which has already been
sued by more than a dozen global inves-
tors, including sovereign wealth funds
‘Mubadala and the International Petro-
leum Investment Company, both based
in Abu Dhabi, the Kuwait Investment
Authority, and Norway’s Norges Bank.
L&G, which controls £1.3tn in assets
under management, is bringing the new
case on behalf of pension, investment

ties trading group in i High
Courtlast week.

The case concerns alleged losses to
sharcholders resulting from Glencore's
statements mche market, according to

Verme, say him, wasa
popular banker, known for his support
of the football teams Alianza Lima and
Atlético de Madrid and ending his
‘cmailswith the phrase “Onwards!”

with the matter, inlight

The new case is being
brought on behalf of
pension, investment and
insurance customers

includingby Abrdn and HSBC, as wellas
Phoenix Life, Standard Life, Reassure
and British Airways Pension Trustees.

City law firms including Stewarts,
Quinn Emanuel Urquhart & Sullivan
and Bryan Cave Leighton Paisner have
all been drafted in for claims, and
partner Ravi Nayer is understood to
havebeen hired by L&G.

Glencore and L&G declined to com-
ment. At the time of the conviction,
Glencore said it had strengthened com-
pliance procedures in recent years and
that itwas “not the company it was”.

Glencore was ordered to pay £276mn
by a UK judge last year after pleading

of led as part of cor-
ruption probes.

The claim has been formally
launched but th company hasnotyct

and insurance customers. It concerns
disclosures that the company made to
the market in 2011 and 2013, according

“Alberto was among the greatest cli- | filed legal tsalle-
entbankers everandin aworld of large | gations.
and complex personalitics, he wasa |  Glencorelast yem' admitted multiple
greatguy,” said 6, global co- | countsofbril mar
e o banin il vt ofa | (Vb ol Sl e 450
advisory at Citi. ade until 2018 across Africa and Latin
 Verme had been battling cancer, said | America. The case followed probes by
issurvivedby | theUS, UK and Brazilian authoritics.

Alberto Verme:
“selfl tor” h:

https://ft.pressreader.com/v99f/20230218

The fresh claim ratchets up pressure

Those were the years in which Glen-
core, respectively, floated on the stock
market in London and completed the

guilty to seven counts of bribery in
d C;

between2011and 2016, followingaSeri-
ousFraud Office probe.

Tn total, Glencore set aside $L5bn to
pay fines for bribery convictions last
yearin the US, UK and Brazil. Similar
investigations remain under way in
Switzerland and the Netherlands. The
= o s

Xstrata that
trading house into mining and produc-

still pursue individuals for their role in

The fresh claim is cxpected to cover

Y
Glencore reported record full-year
earni: :

similar ground to last year,
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On Wall Street
Canada breaks ranks on
inflation-linked bonds

The day in the markets

What you need to know

@ US stocks fall on concerns Fed will
keep rates higher for longer
» Yieldson 10-'er US Treasuries fouch

‘ US 2-year Treasury yields climb as rate fears return ‘
Yields () have risen to levels last hit in November

their higl 50
»Eurup:’:hemhmrk Stoxx 600 climbs
from lows to close down 0.2%

45

US stocks slid yesterday as the recent run
of robust economic data and hawkish

Jennifer Vi

comment bank officials

Federal Reserve

Hughes @85 | Liicsmdimo

badtiming,”saidthe

rates igh fora
prolonged period to combat inflation.

The blue-chip S&P 500 was down 09
per cent in morning trade in New York,

ta “Ne th
"anadian i

finances butonerevolt

while the fech-heavy q Composite
shed 15 per cent.
ines added fo the S&P's

thosewithdistanthorizons,suchas
i i butthe

worst day in a month on Thursday,
ing a week in which invesfors

recently,

i Page
i Canada’s i i A

finance ministry, led by Chrystia i s anada

by
Freeland,illedoffitsinflation- alsovoiced disquiet, withsome

sellerswillpay.

price nment

i Inflation-linked

Y
pressuresfor 40years.
Fast-risingpricesand theirimpact
havebeenthedominant themeacross

worldmarketsinthepastycar puttinga | VOW- INOre than ever,

hmd_spmhﬂ.bly aren’tthemost efficient
forsmaller borrowerslike Canadaon
thatbasis,”said Darrell Duffic, Stanford

have been readjusting
on US interest rates affer economic data
that offered further evidence of the
strength of the American economy.
Fund managers and have

35
30

I
2023 Feb

been wafching for signs of persistent
inflation, with recent data pushing up the
level at which the market expects interest
rates to peak and reducing he number of
Fed rate cuts that are being priced in for

0.01 percentage points to 463 per cent.
Meanwhile, more US central bank

officials have come out in favour of

staying the course on high interest rafes,

earlier in the session, while Germany's
Dax was 03 per cent lower. France’s
CAC 40finished 0.3 per cent lower, affer
reaching a record high on Thursday.

spotlighton bondsthat promise investors have greater professorand bondmarketsspecialist. | later this year. This week, stronger than  with Federal Reserve Bank of Cleveland Yields on 10-year German Bunds gave
protection againstinflation’svalue- interest in inflation About 2percentofOttawa'sborrowing | expected refail sales and producer price  president Loretta Mester saying on up gains to ease 0,05 percentage points
erodingeffects. They pay out fixed B 5 i it prompted investorsfo  Thursday she had seen a "compelling 1o 244 per cent as investors debated
interestlike regular; protection products dropped the programme, while Tips consider that rates will remain elevated. case” for a 05 percentage point rise at whether the European Central Bank
butregularly adjustthe principal —the accountforabout8percentof Yields on 10-year US Treasurieshave  the next meefing. would follow the Fed in raising rates.
Iumpsumrepaidat the end—inline with the ir highest point since ‘The dollar index, which measures the Brent crude prices slipped 26 per cent
inflationrates. s’ T i November as bond prices fell. Yesterday,  greenback against six peer currencies, 10$8293 per barrel, while the US WTI
isi i i th 30-yearTi i inonedeal | the yield fell 0.07 percentage points fo was up 0.2 per cent, while the euro was ~ crude index fell 29 per cent to $7619.
i thanC: i i i up 02 per cent against the dollar. Hong Kong’s Hang Seng index was
flatic Take In Europe, the benchmark Stoxx 600 down 1.3 per cent, while the Chinese CSI
1l ‘years. echmd pam of m'emn rates, edned up  closed down 02 per cent, off its lows from 300 fell 1 per cent. Martha Muir
bond | inflationli withits DespiteOttawa'srevoltagainstbond
- = yinflati :
b Jve ey Markets update
ultra-long return i tooki this
bond i USbonds i Banks
“green’ i i Spercent. III
friendly proj Tips’short-term bandsﬂmnnmuge Enmzuue Brazil
Canada,ancarlyadopterof “real icth Still,buyi —
return”bondsin1991, badly, w541>7 183343 mﬂu szzwz 109669.02
i and i is % :havm on day -017 o 10 -0.25
nations. y i Th Ot
EvenJapan,sti rises. ini But,withits | Level 134335 5352 5 wc
deflation, i fasterth: ldb, pricing % change on day 0,603 -0.094 0,083
ouvaci faiorin el | i T SO 68 G b
s “Inflation-linked Yield 2441 0498 3510 2889
¥ y y Basis point change on day. 1 ew 3500 0380 1500 0200

FUTURE
FT FORUM

THE FT FUTURE
FORUM HELPS YOU
KEEP PACE WITH
BUSINESS LEADERS

You've worked hard to get where you are.
Now stay ahead by extending your network
with the FT Future Forum, the Financial
Times' fast-growing business community.
The FT Future Forum inspires the present
and looks to shape the future through
innovation, ideas and intelligence from
dynamic business minds.

Join today o connect with other enterprising
achievers, access exclusive insights from
global thought-leaders and keep up with

the latest industry trends.

To join or learn more,
visit forums.ft.com/future-forum
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Wall Street

At the top of the S&P 500 index was
tractor manufacturer Deere & Company,
which raised ifs profit outlook after
quarterly earnings of $6.55 per share
surpassed Wall Street estimates by
almost 18 per cent.

John May, chief executive, said demand
for its equipment remained “healthy”,
prompting Deere tolift its guidance for
net income to between $8.75bn and
$9.25bn for 2023, up from $8bn fo $85bn
stated in November.

Another bullish forecast propelled
DraftKings higher, with the sports
betting group raising the midpoint of it
2023 revenue outlook $50mn to $2.95bn.

Fourth-quarter results were also better
than expected. DraftKings said it was on

Europe

Franco-Dutch airfine Air France-KLM
rallied after saying that 2023 booki

London

Lender| Nawtsv sank fo the bottom of

would be within 95 fo 100 per centof an £Bl)0mn sham buyback and tripling its
i The carrier fo£14bn in the

ended 2022 with record fourth-quarter | fourth quarter.

revenue ufemm and beati “weaker

operating income of €T than anticipated” outlook, said Citi. For

French vldeauame producer Ubisoft
rose on signs of some “solid frends for ifs
leading brands", said Citi, which pointed
1o the “relatively robust performance” of
Tom Clancy’s Rainbow Six Siege, a game
that achieved a record month for daily
average revenue per user in December.

French vaccine maker Vaineva fell on
news that about half the participants had
been removed from  late-stage tri
the US fesllng the uﬂicawand safety of
Lyme

its way fo po: in
2024 35 it posted a net loss of $242mn —
narrower than a forecast $278mn loss.
AutoNation leapt off the back of record
earnings and revenue in the fourth
quarter, helping the car dealership
generate cash flow from operations of
$17bn in 2022, another all-time high.

didate VLATS.
US drugmaker Pfizer, the study’s
spansor, said parficipants were being

this year, NatWest's net interest margin
— the difference between the inferest
it receives on loans and the rateiit pays
for deposits — would be 3.2 per cent,
missing the broker's 3.38 per cent
estimate.

At the opposite end of the biue-chip
benchmark was warehousing group
Segro, which rose after reporting like-for-
like growth of 6.7 per cent in net rental
income in 2022 and an 8.2 per cent boost
tots full-year dividend.

The scaling back of output targets sent
EnQuest sharply lower, with the oil and

following lower average nef
good clinical practice af certain dlinical production this year against 2022 levels.
trial sites run by a third party” Hybrid estate agent Purplebricks fell

The move was not linked fo any safety
concerns ot “participant-reported

in
anticipation of joining the S&P SmallCap
600 index next week.

Energy groups fracked a slide in crude,
with Marathon, Hess, Diar
Occidental Petroleum and Devon all
down. Ray Douglas

" said Valneva, adding fhat
‘trials continued at other sites not
operated by the third party.

French satellite operator Eutelsat
touched an all-fime low after posting an
almost 4 per cent year-on-year slide in
interim core profits. Ray Douglas

t0.a record low affer putting ifself up for
sale. Its board said Purplebricks’ potential
“may be befter realised under an
alternative ownership structure’,
prompting a strategic review that “may or
may not result in a sale”.

The group was now frading below 10p
per share, having risen above £5 in 2017,
Ray Douglas
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