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West warns of ‘severe costs’ for
nations aiding Russian war effort

e Conflict into second year & Fears over China role @ New sanctions added e Ukraine defiant

DEMETRI SEVASTOPULO — WASHINGTON
HENRY FOY — BRUSSELS
CHRISTOPHER MILLER — KYIV

Ukraine’s western allies have warned of
“severe costs” for countries helping Rus-
sia evade sanctions, as concern mounts
over China’s role in Moscow’s war econ-
omy and the conflict enters its second
year.

‘Washington announced new sanc-
tions yesterday against more than 200
entities across Europe, Asia and the
Middle East “supporting Russia’s war
effort” and banned five Chinese groups
fromacquiring US technology.

In co-ordinated steps, the UK also
unveiled sanctions, while the EU and
Japan finalised their own trade bans.

‘After a virtual meeting with Ukrain-
ian president Volodymyr Zelenskyy, the
G7 said: “We call on third countries, or
other international actors who seek to
evade or undermine our measures, to
cease providing material support to
Russia’s war or face severe costs.”

Previous sanctions have cut off Mos-
cow from legal access to finance, tech-
nology and swaths of the global econ-
omy but Kyiv’s allies have become
alarmed that such measures are being
circumvented by trade with China and
countries in Russia’s neighbourhood.

The G7 leaders added that they were
“committed to co-ordinating efforts to
meet Ukraine’s pressing military and
defence equipment needs, with an
immediate focus on air defence systems
and capabilities, as well as necessary
munitions and tanks”.

In an earlier address marking the
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Paying respect

raves at the Field of Mars cemetery in Lviv yesterday — seun et imsses

war’s first anniversary, Zelenskyy
vowed to defeat Russia, saying the past
year had shown resilience, courage,
pain, hope, unityand invincibi

‘The US also announced $2bn in aid,
including ammunition and electronic
warfare detection equipment. “Ukraine

US president Joe Biden. “Brutality will
never grind down the will of the free.”

Washington is increasingly concerned
by support for Moscow from Beijing.

“We have not seen actual delivery of
lethal aid but what we have seen are
signs and indications that China may be
planningand consideringto supply mil-
itary aid to Russia,” said Nato secretary-
general Jens Stoltenberg. “China should
not do that, because that would be to
support an illegal war of aggression and
breach international law.”

Zelenskyy said: “Iwant to believe that
China is not going to provide weapons to
Russia. I'm doing my best to prevent
that from happening . .. because
there'sthis risk of the third world war.”

The US blacklisted 86 groups from
Russia, China and other countries from
buying US technology. The UK said it
had banned exports of “every item Rus-
sia has been found using on the battle-
field”. The EU was finalising the bloc’s
10th round of sanctions, including curbs
on exports of electronic components
used in Russian weapons.
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Puffin yields to ‘censorship’ uproar by
printing Dahl classics in original form

ARJUN NEIL ALIM

Penguin Random House has said it will
publish the original versions of Roald
Dahl’s books alongside updated edi-
tions after an outcry over changes to
the celebrated stories that were
branded “absurd censorship”.

Puffin, an imprint of Penguin Random
House, was accused of censoring the
classic children's works after its “Roald
Dahl books for young readers” edition
was edited to rewrite or remove lan-

guage deemed offensive, such as
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“We'velistened to the debate over the
past week which has reaffirmed the
extraordinary power of Roald Dahl’s
books and the very real questions
around how stories from another era
can be kept relevant for each new gener-

ation,” said Francesca Dow, managing
director of children’s books at Penguin
Random House.

Puffin was found to have altered the
work of the author of Charlie and the
Chocolate Factory and James and the Giant
Peach to avoid hurting sensibilities, par-
ticularly with reference to gender, obes-
ity and mental health.

Salman Rushdie, author of The Satanic
Verses and a free speech advocate,
attacked the changes as “absurd censor-
ship” ina Twitter post, adding that “Puf-
fin Books and the Dahl estate should be
ashamed”. Puffin said yesterday that
“readers will be free to choose which
version of Dahl's stories they prefer”.

Dahl was one of the most acclaimed
children’s authors of the 20th century.
He sold 250mn copies of his books in his

ifeti ded

family has apologised. Puffin had
defended its decision to edit the works,
claimingthe changes were minimal.

“It is not unusual for publishers to
review and update language as the
meaning and impact of words change
overtime,” the publisher said. “Children
as young as five or six read Roald Dahl
books and, often, they are the first sto-
ries they will read independently. With
that comes asignificant responsibility.”

Dahl has been updated before. The
original Charlie and the Chocolate Factory
depicted the Oompa Loompas as
enslaved African pygmies, a description
removed while Dahl was alive. The clas-
sicversion will not include this.

Matthew Dennison, author of a biog-
raphy of Dahl, said Puffin’s announce-
ment of a new edition of unedited texts
was “an ici U-turn”,

but his legacy has b
by antisemitic comments, for which his

Nilanjana Roy, Life & Arts page 10
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South African utility chief ousted
after corruption claims in interview

André de Ruyterleft his position as chief executive of
Eskom amonth before his scheduled departureafter
anexplosive television interview in which healleged
South Africa’s struggling power monopoly was in the
gripof organised crime.

He said he had raised concerns over the involve-
mentofa“particular high-level politician” in corrup-
tion, only to be brushed aside by a minister. De
Ruyter, who had announced his resignation in
December over a loss of political support, was
removed with immediate effect by Eskom’ board.

The ruling African National Congress described
him as a “naysayer” with “rightwing ideological pos-
ture”. Outages of up to 12 hours a day are throttling

INTERNATIONAL

Ukraine invasion

West wary over Chinese cease

Nato and Brussels point
out Beijing’s refusal to
condemn Moscow attack

RYAN MCMORROW AND JOE LEAHY
BELIING

HENRY FOY — BRUSSELS

DEMETRI SEVASTOPULO — WASHINGTON
China has called for a ceasefire in the
war in Ukraine and a return to negotia-
tions as Beijing attempts to position
itself as a peacemalker in the conflict on
the first anniversary of Russia’s full-
scaleinvasion.

However, western leaders immedi-
ately called into question China’s
motives, accusing Beijing of having
already taken Russia’sside in the war.

The Chinese foreign ministry yester-
day released a 12-point paper outhmng

the country. De Ruyter ould get worse.

Turkish province struck by further
tremors as death toll nears 50,000

The Turkish province of Hatay was hit by further
earthquakes as the death toll from the disaster that
struck Turkeyand Syriaapproached 50,000.

Prior to the latest quakes, which measured 6.4 and
5.8 in magnitude and struck just minutes apart,
Turkish president Recep Tayyip Erdogan had visited

“political s

the war, though many of the measures
reiterated Beijing’s previous talking
points.

Chinese diplomats have engaged in a
difficult balancing act over the war,
seeking to appear neutral despite Bei-
jing’s close ties to Moscow, while blam-
ing Washington and Nato for provoking
the conflict.

“Dialogue and negotiation are the
only viable solution to the Ukraine cri-
sis,” the foreign ministry said in the doc-
ument, which did not directly describe
it as a war. “All efforts conducive to the
peaceful settlement of the crisis must be
encouraged.”

The heads of Nato and the European
Commission said the proposal was
tainted by Beijing’s failure to condemn
Russia’s invasion.

“We will look at the principles, of
course, but we will look at them against

the backdrop that China has taken
sides,” said Ursula von der Leyen, com-
mission president. “It is not a peace

Jens Stoltenberg, secretary-general of
Nato, said: “China does not have much
credibility because they have not been
able to condemn the illegal invasion of
Ukraine.”

US secretary of state Antony Blinken
said Washington was looking at the plan
but he stressed that the war “would end
tomorrow” if the first point — about
respecting sovereignty — was observed
by Moscow.

“No one wants peace more than the
Ukrainians, and any proposal that can
advance peace is something that’s worth
lookingat,” Blinken said yesterday.

“Putin’s flagrant disregard for
Ukraine’s sovereignty is what's at the
heart of this. The war could end tomor-

‘All efforts
conducive
to the
peaceful
settlement
ofthe crisis
must be

encouraged’

China foreign
ministry

fire call

row if he simply pulled his troops out.”

Beijing’s plan is also unlikely to
receive support in Kyiv until Russia
withdraws from territories it has occu-
pied, an issue that was not addressed in
the 12-point position paper.

“It was an important signal that China
looks like it’s going to participate in [a
peace formula]. I don’t know what
comes next . . . I want to believe that
China is going to side with the idea of
peace,” Ukrainian president Volodymyr
Zelenskyy said yesterday.

Wang Wenbin, a Chinese foreign min-
ister spokesperson, said China “does not
offer any arms deals in any conflict
zones or to parties involved in war.
‘What we have been doing is promoting
peacetalks.”

Additional reporting by Maigi Ding and
Nian Liu in Beijing
See The FT View and Opinion

‘Wagner founder Prigozhin’s

promisingto “rebuild it
Turkey took steps to bolster its economy, cuu.mg
interest rates, banning busii

influence wanes as military

workers for three months in affected provmces and
givingcompanies help paying employees’ wages.

In the latest big interest rate reduction ahead of
this year's election, the central bank cut its main
interest rate by 0.5 percentage points to 8.5 per cent.
The US pledged $185mn in humanitarian aid.

Former Mexican security chief
guilty of taking bribes from cartel

Genaro Garcia Luna, former head of Mexico’s security
forces, was convicted in a Brooklyn court of helping
the Sinaloa cartel flood US cities with cocaine. Carfel
members festified he accepted millions of dollars in
bribes from the criminal organisation he was supposed
10 bring to justice. He will be sentenced in June.

Burkina Faso ends agreement
to host French special forces

Burkina Faso called time on the military arrange-
ment thatlet French special forces on toits territory.

Army captain Tbrahim Traoré, head of Burkina’s
transitional | government, said last month its own

fend the country mil-
R oL

A French anti-insurgency force was deployed
across the Sahel for a decade, called Operation
Barkhane, which led to the withdrawal of French
troops from Mali.

French president Emmanuel Macron will this
month visit Gabon, the Democratic Republic of
Congo and Angola, as Paris seeks to recalibrate its
relationships on the continent.

est closes ranks

MAX SEDDON — RIGA
CHRISTOPHER MILLER — KYIV
SAMER AL-ATRUSH — DUBAI
FELICIA SCHWARTZ — WASHINGTON

Russian mercenary boss Yevgeny Prig-
ozhin often brags about his supposedly
fearless exploits on Ukraine’s battle-
fields, but his most reckless manoeuvre
‘may have been at home: flying too high
intheKremlin.

For months, the founder of the Wag-
ner Group has been sparring with Rus-
sia’s military over a series of calamitous
defeats in Ukraine, in what has become
an epic Moscow power struggle.

But in recent days, Prigozhin has
resorted to angry rants, a sign of what
Kremlin watchers see as his waning
clout in Vladimir Putin’s inner circle as
the defence establishment closes ranks
and reassertsits dominance.

Prigozhin this week was left to cry
“treason” over the military allegedly
starving his men of ammunition, ending
his prison recruitment campaign and
stifling praise of Wagner in state media.
“There’s arisk he could end up like Ica-
1us,” a person close to Prigozhin said.

His notoriety has in large part arisen
out of the ham-fisted execution of Rus-
sia’s invasion by Valery Gerasimov, ~Waning

chief of Russia’s general staff, and influence:
Wagner founder

defence minister Sergei Shoigu.
Prigozhin, a former caterer whohad ~ Yevgeny

denied only months carlier that Wagner ~ Prigozhin has
even existed, embraced his role as the  been sparring
leader of an informal group of hardlin- ~ with Russia’s

ers who commanded irregular forces,  milita

nursed grievances against Russia’s mili-  establishment

tary leadership and were given extra-  over the Ukraine
ordinary leeway to criticise the army. campaign

— Neksey

When rare victories came — such as. 5"“‘?"‘1‘;""‘""’“"”5“"

capturing the town of Soledar — Prig- "
ozhin crowed that it was the achieve-
ment of Wagner recruits, much to the
annoyance of the military leadership.
Prigozhin’s longstanding ties to Putin
date back to when the then deputy
mayor of St Petersburg spent evenings
at his restaurant in the 1990s. It had
earned Prigozhin a direct line to the
Russian president, according to two
people who know them. His ascent

Russia. Power struggle

Mercenary leader falls foul of Kremlin old guard

came with Putin’s personal approval
after the president realised the scale of
the army’s disastrous performance in
Ukraine under Shoigu, according to the
person close to Prigozhin.

Prigozhin was so emboldened that he
set his sights on ousting Shoigu, one of
Putin’s oldest allies, according to the
Wagner leader’s associate and two sen-
iorwestern officials.

“Putin started doubting victory
because he realised the generals can’t be
trusted. So he started seeking out other
opinions,” the person close to Prigozhin
said. “If Shoigu goes, we win. Shoigu is
our biggest enemy, not the Ukrainians.”

Prigozhin toured prisons to recruit
convicts and promised them pardons if
they survived six months of combat —
something only Putin has the power to
do. He told them “the Russian army has
shat the bed and lost everything, they
are no good, and we are Putin’s hope to

‘win this war”, the Russian i

news site Mediazona reported.

Rob Lee, a senior fellow at the Foreign
Policy Research Institute who studies
Russia’s armed forces, said: “Prigozhin
‘had become his own centre of power. It
wasn't clear who he or Wagner reports
to. And Prigozhin can call Putin directly,
‘which most Russian generals cannot do.”

Senior figures in Russia’s military
shared some of Prigozhin’s disdain for
Shoigu and Gerasimov, according to the

sole charge of inJanuary, the
balance of power changed.

Pavel Luzin, a visiting scholar at Tufts
University’s Fletcher School of Law and
Diplomacy, said Gerasimov brought the
bureaucratic clout Surovikin lacked to
“dominate the mercenaries” and their
security service patrons.

The turnround was marked. On New
Year’s Eve, Putin honoured a convicted
armed robber fighting for Wagner witha
medal. Seven weekslater, Prigozhin was
lhat his men on the fmm.

person close to him and a senior Ukrain-

ian official. Most inent among
them were Sergey Surovikin, who
favoured tactics that better factored in
Russia’s battlefield limitations when
commandingthe invasion last autumn.
Wagner took an increasingly promi-
nent role at the front lines, particularly
after Putin appointed Surovikin com-
mander of the invasion forces in Octo-
ber. But when Putin put Gerasimov in

5
Meanwhile, Prigozhin has retained
histaste for the theatrical. On Thursday,
he released another video purportedly
showing him armed with an automatic
rifle in Bakhmut, a Donbas hotspot
where Wagner has lost thousands of
men. “Let’s go,” Prigozhin said, amid the
sounds of artillery fire. “Otherwise these
congratulations will be our last.”
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Nigerians will today go to the polls to
elect their next president, marking the
end of a draining election campaign
notable for the emergence of a credible
alternative to the country’s two domi-
nant political parties.

The main candidates have spent five
months criss-crossing Africa’s largest
democracy as voters prepare to elect a
replacement for President Muham-
‘madu Buhari, who is standing down
aftereight yearsin power.

A total of 18 candidates are formally
running, although only three stand a
realistic chance of winning what is
expected to be the closest presidential
votein Nigeria’s democraticera.

Bola Tinubu, governor of Lagos for
cight years 102007, of the ruling All Pro-
gressives Congress, and Atiku Abu-
bakar, a former vice-president making
his sixth run for the job, from the Peo-
ple’s Democratic party, have hopes of
victory. So too does Peter Obi, a busi-
nessman and former state governor
whose underdog campaign in the
upstart Labour party has galvanised

voters disillusioned by Nigeria’s two
‘major parties.

Rarely since Nigeria returned to
democracy in 1999 has there not been
an incumbent or former military ruler
on the presidential ballot, which ana-
lysts said presented an opportunity this
timetoelect adifferent type of leader.

Buhari, military head of state for a
period in the 1980s, has stood in all but
one of the six elections to date, castinga
shadow over Nigeria’s democracy.

Voters will also today choose 109 sen-
ators and 360 members for the lower

Hopefuls: a woman passes election
posters in Lagos yesterday

House of Representatives. The botched
rollout of newly redesigned currency
notesand paralysing fuel shortages have
dominated news headlines in the weeks

leading up tothe votes.
Repeated questions about the ages of
the two main party candid

Nigerians go to the polls in close three-way contest

a country that since 1999 has only
elected presidents from the two big
parties.

To win the presidency, a candidate
must secure the most votes and cross
the constitutional threshold of obtain-

Tinubu is 70 and Abubakar 76 — ]\ave
also been aired on the campaign trail
acrossa vast country where the median
age is 18. Both men have also been
dogged by historical allegations of cor-
ruption, which they deny.

Pre-election polls have predicted a
win for Obi in a high-turnout vote. But
the large number of people who prefer
not to share their voting intentions with
pollsters has made analysts wary of
readingtoo much into surveys.

Previous Nigerian elections have been
plagued by low turnout; a little over a
third of eligible voters cast ballots in
2019. More than 93mn Nigerians are
registered to vote this time.

A win for Ob, 61, whose campaign
focusing on frugality and accountability
has attracted a following among disaf-
fected urban youth in the country’s
south, would be ahuge political shockin

ing atleast 25 per cent of the ball

in at least two-thirds of Nigeria's 36
states and the capital city, Abuja. If no
candidate clears that bar, there would
be arun-off vote for the first time in the
country’s history.

The winner will be declared by the
head of the Independent National Elec-
toral Commission, Nigeria’s electoral
agency, ata ceremony in Abuja. Afolabi
Adekaiyaoja, an analyst at the Centre
for Democracy and Development think-
tank, said although results would begin
trickling in tomorrow, the declaration
might not come until Wednesday.

Rampant insecurity, public sector
corruption and the parlous state of an
economy crippled by rising prices and
high unemployment are among the big-
gest concerns for voters. The proposed
removal of petrol subsidies that cost the
country more than $10bn last year is
another bigissue.
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China’s wealthy
struggle to book
private jets as
travel rebounds

Charter groups say surge is driven by
few inbound flights and plane sell-off

CHAN HO-HIM — HONG KONG

Wealthy passengers in China are having
to book private jets weeks in advance on
sought-after routes as companies strug-
gle to meet surging demand after the
country’s exit from zero-Covid.
Beijing’s decision late last year to
scrap mandatory quarantine for
inbound arrivalsand reopenits borders,
pivoting away from curbs

Funian has already “received
‘many requests” for April and beyond,
hesaid.

China still does not offer tourist visas.
With inbound travel low, many com-
‘mercial carriers offer only limited con-
nectionsto China, addingto the demand
for private jets, said Jolie Howard, chief
executive of Hong Kong-based charter
service L'voyage, which serves the
mainland Ch

on travel, has sparked a scramble to
charter aircraft, in an echo of the cla-
‘mour for private flights seen in other
markets during the pandemic.

‘The number of domestic and interna-
tional flights made on private jets from
‘mainland China was 32 per cent higher
in January compared with last year and
10 per cent higher than pre-pandemic
levelsin 2019, data

Howard said second and third-
generation [wealthy families] as
well as tech entrepreneurs” were major
clients.

‘With reservations booked as far as
April, there is a high demand for long-
haul flights, she said. Clients now need
to book weeks in advance to secure a
flight on sought-after routes where
1d previously be made just

firm WingX.

Demand for private jets has also been
driven by the slow reopening of interna-
tional commercial services between
China and the rest of the world, while
some of the country’s wealthy sold their
private aircraft during the pandemic.

Asian Sky Group, which offers private
jet charter brokerage services to
wealthy clients, said jets in China were
facing significantly “tight availability”
afterthe borders reopened.

“Sometimes we simply cannot secure
the jet that the client wants,” said char-
ter services manager Daniel Tsang.

A private jet charter from Shanghai to

k now $120,000 fora

days ahead.

Many rich people in China sold their
private jets last year, Howard said, tak-
ing advantage of “favourable” prices
during the pandemic as global demand
forused private jetsrose.

‘The number of private jets in main-
land China dropped from 345 at the end
0£2020 to 301 by the end of last year,
according to aviation data company
Global Sky Media, which is owned by
Asian Sky Group.

Overall, China remains a relatively
small market for private jets compared
with the US, which industry figures sug-
ges'thasasmznyzsls 000.
business to increase

‘maximum of 13 people in a Bombardier
Global 6000, according to Tsang, com-
pared with less than $100,000 before
the pandemic.

Other popular international destina-
tions from China include Singapore —
where an increasing number of wealthy
Chinese are parking their assets — and
Japan.

Availability is also tight on heavily
used domestic routes.

Paul Desgrosseilliers, chair of Metro-
jet Haite Business Aviation, whick

by more than 50 per cent from last year.
Howard said the company was looking
tolease three more aircraft.

Funian plans to add several new jets
toits charter fleet in the coming year, on
top of the two aircraft it has under lease
agreements.

Some business aircraft manufactur-
ersarealso optimistic about the Chinese
market.

Bombardier, one of the world’s big-
gest makers of private jets, told the
Financial Ti hina

Shenzhen-based Funian Aviation, has
seen clients struggle to secure a Gulf-
stream 550 at short notice to fly between
Beijing and the southern commercial
hub of Shenzhen.

important post-pandemic market wlth
alot of room for growth in both the sales
of our aircraft as well as after-market
services for existing owners” and
demand driven by larger-bodied jets.

Financial crime

S Africa and Nigeria placed on
money-laundering ‘grey list’

JOSEPH COTTERILL — JOHANNESBURG

Africa’s two largest economies have
‘been put on warning by the global anti-
money-laundering watchdog over
shortfalls in combating illicit finance
and organised crime.

The Paris-based Financial Action Task
Force said yesterday that it was placing
South Africa and Nigeria on its “grey
list” of countries that needed to do more
toimprove their ability to fight financial
crime, exposing them to greater scru-
tiny by investors and banks worldwide.

The task force’s actions can strongly
affect how the financial probity of coun-
tries is perceived. The G7-created body
can ultimately blacklist banking sys-
tems over serious deficiencies in stop-
ping money laundering and terrorist
financing.

South Africa is only the second G20
economy after Turkey to have been
added to the grey list. The United Arab
Emirates, Albania and Yemen are also
among those grey-listed. Only three
countries — Iran, North Korea and
Myanmar — are blacklisted.

‘The watchlist does not technically call
for greater due diligence of countries

named, but in d inves-

tions to more scrutiny, costs that the
troubled economies of South Africa and
Nigeria canill-afford.

South African banks have already
said they have strengthened controls to
mitigate the effects of the grey-listing.
“Importantly, the costs of increased
‘monitoring will be substantially lower
than the long-term costs of allowing
South Africa’s economy to be contami-
nated by the flows of proceeds of crime
and corruption,” the South African
Treasury said yesterday.

President Cyril Ramaphosa’s govern-
‘ment moved quickly last year to pass
laws in order to plug gaps identified by
the task force, but it has struggled to
show real progress in investigating and
prosecuting organised crime and cor-
ruption scandals tied to the governing
African National Congress.

Nigeria’s grey-listing came on the eve
of today’s presidential and parliamen-
tary elections, and after cash shortages
linked to measures to prevent vote-buy-
inghave hiteconomicactivity.

South Africa has made “significant
progress” to meet recommendations to
improve laws and develop better poli-
cies, the task force said. Nigeria “has

tors can often subject affected transac-

ngerl cash shonages have hit
economic activity nati

P 7 itadde
South Africa’s central bank said yes-
terday that it had a “zero-tolerance
approach when addressing the abuse of
the financial system by money launder-
ersorterrorist financiers”.

The task force also suspended Russia
asamember on the first anniversary of
the invasion in Ukraine, a significant
sanction by an agency whose reach
extends beyond western financial sys-
tems. Russia’s actions “unacceptably
run counter to the FATF core principles
aiming to promote security, safety, and
the integity of the global financial sys-
tem”, such as signs of mvolvemenl in

crimes, it said

https://ft.pressreader.com/v99f/20230225
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Biden official defends US focus of green aid

Clean energy tsar tells
EUit should welcome
leadership on climate

AIME WILLIAMS AND DEREK BROWER
WASHINGTON

The US will make “no apologies” for pri-
oritising American jobs in its attempt to
lead the global clean energy contest, the
‘White House official responsible for the
$369bn green funding drive has said.

In an interview with the Financial
Times, John Podesta, Joe Biden’s senior
clean energy adviser, pushed back at
criticism that the US Inflation Reduc-
tion Act would divert i and

that allies who have hit out at the IRA
should “welcome USleadership”™.

“We make no apologies for the fact
that American taxpayer dollars ought to
goto American investments and Ameri-
can jobs,” Podesta said, calling on
Europe to take responsibility for devel-
oping its own clean energy sector.

“We hope that the European indus-
trial base will succeed, but it’s up to
Europe to do some of the work,” he

But EU politicians fear that the subsi-
dies’ scale could undermine the bloc’s
own efforts to secure green investment,
with French president Emmanuel
Macron warning that the IRA could
“fragment the west”.

The IRA, which seeks to reduce emis-
sions to half their 2005 levels by 2030,
provides tax credits for groups that
source parts and materials from coun-
tries with which the US has a free trade

added. “We’re not goi dothat all for
them.”

More than $90bn in green investment
has poured into the US since last year’s
passage of the IRA, which includes
$369bn worth of tax credits, grants and
1 b (bl and cut

undermine the EU economy. He argued

emissions.

“We make no apologies for
the fact that American
taxpayer dollars ought to
goto ... American jobs’

agreement. That excludes the EU and
Japan, which lack such deals with the
US.

Dismissing claims of rivalry with
Europe as “hollow” because of Biden’s
efforts to rebuild alliances and support
Ukraine, Podesta argued more clean
energy innovation and investment in
the US would drive down costs and open
up opportunities elsewhere.

The climate policy veteran, who was
appointed by Biden in September, cited
aCredit Suisse forecast that as much as
$1.7tn in investment over the next 10
years could cut the price of clean energy
25 per cent.

“The challenge of dealing with the cli-
mate crisis requires . . . a transforma-
tion of the global economy on a size and

scale that’s never occurred in human
‘history so there’s plenty of room for eve-
rybody to participate in that,” he said.

“If there’s arace here, it’s a race to deal
with the climate crisis . . . Ithink [Euro-
peans] welcome US leadership in that
race.”

Podesta said: “It’s audacious to think
about a 30-year transition to a net zero
global economy . . . This bill gives us the
tools to begin that journey.” But he
added: “American jobs for American
workers is front of mind.”

The IRA’s tax credits are partly
designed to encourage a revival of
domestic supply chains and manufac-
turing — an effort to reindustrialise the
country’s battered rustbelt and regain
jobs that had beenlost to Asia.

Inflation

Fed’s favoured
prices index
rises faster
than expected

ALEXANDRA WHITE, JENNIFER HUGHES
AND KATE DUGUID — NEW YORK

The Federal Reserve’s preferred meas-
ure of inflation accelerated more than
expected in January, triggering a Wall
Street sell-off as investors weighed the
prospect of interest rates staying
higher for longer.

The personal consumption expendi-
tures price index, which measures how
‘much consumers are paying for goods
and services, increased 0.6 per cent
‘month on month, after rising 0.2 per
cent in December. The annual rate
increased to 5.4 per cent in January from
an upwardly revised figure of 5.3 per
centamonth earlier.

The so-called core PCE index, which
strips out volatile food and energy costs
and is the Federal Reserve’s preferred
inflation metric, rose 0.6 per cent inJan-
uary, up from 0.4 per cent in December.
Theannual ratei 4.7 per cent

LA blizzard
‘Winter storm
hits California

A slow-moving winter storm
intensified over California yesterday,
triggering the first blizzard warning
in parts of the Los Angeles area since
1989. Snow and freezing rain pushed
into the Pacific Coast state from the
north, where it dumped about 10
inches of powder on Portland,
Oregon, earlier in the week.

The storm was expected to
strengthen yesterday and linger over
California today, the National
Weather Service said.

Alow-pressure system driven from
the Arctic was responsible for the
unusual conditions, said Bryan
Jackson, a forecaster at the weather
service’s Weather Prediction Center
in College Park, Maryland.

Powerful winter storms,
interspersed with extreme heat and
dry spells, are symptoms of climate
change, experts say, and are growing
more frequent and intense. Reuters

EU powerhouse
Recession
fears return
after German
economy
shrinks

Germany’s economy shrank more than
expected in the fourth quarter accord-
ing to revised figures, raising doubts
over the ability of Europe’s biggest
economy to escape recession and
recover swiftly from its energy crisis.

High inflation drove sharp falls in Ger-
man consumer spending and invest-
‘ment in buildings and machinery in the
final quarter of 2022, the federal statis-
tics office said yesterday, which led toa
0.4 per cent contraction in gross domes-
tic product from the previous quarter,

That is the second downgrade in Ger-
many’s latest GDP figures in the past
month. Initially, Destatis estimated the
economy had stagnated, before
announcinga 0.2 per cent fall in fourth-
quarter output in its flash estimate at
the end of January.

Economists expect the latest down-
grade to have a knock-on effect on over-
all eurozone growth in the fourth quar-
ter. “Eurozone GDP is very likely to be
revised down,” said Franziska Palmas at
research group Capital Economics.

The regional figure could be lowered
from 0.1 per cent growth to zero or even
a slight contraction when updated fig-
ures are published on March 8, analysts
said.

‘The numbers do increase
the likelihood that
Germany will experience
arecession’

The biggest quarterly decline in the
country’s GDP since the start of 2021,
coupled with recent upward revisions in
German and eurozone estimates for
inflation, dealt a blow to hopes that
Europe will swiftly rebound from the
fallout of Russia’s full-scale invasion of
Ukraine oneyearago.

Recent surveys of businesses and con-

from an upwardly revised figure of 4.6
per cent in December, missing econo-
mists’ expectations for a moderation to
4.3 per cent.

The figures were the latest in a string
of new data releases including on
employment, retail sales and other
price gauges that have come in hotter
than expected, prompting markets to
factor in the prospect of US interest
rates going higher and staying there for
longer than previously expected.

Following yesterday’s figures, inves-
tors priced in a 39 per cent chance of a
half-point rate rise at the Fed’s March
meeting, compared with an 18 per cent
likelihood a week ago, according to CME
Group’s FedWatch tool. Bets on a quar-
ter-point rise dropped from 82 per cent
t061 per cent over the same period.

Cleveland Federal Reserve president
Loretta Mester said yesterday the Fed
should lean towards pushing interest
rates higher to get inflation back down
tothe central bank’s 2 per cent target.

President Joe Biden said the latest fig-
ures showed that “we have made
progress on inflation, but we have more
worktodo”.

He insisted that the economy had
“continued to make progress since the
data in this report”, pointing to a recent
downward trend in petrol prices.

Stocks remained under pressure,
bonds fell and yields moved higher as
investors factored in the latest upwards
pressure on borrowing costs.

Central bank

BoJ nominee Ueda eyes ‘creative’ monetary policy

KANA INAGAKI — TOKYO

The Bank of Japan should be “creative”
with its monetary policy and pursue
interest rate normalisation if it appears
able to sustain its 2 per cent inflation
target, the central bank’s expected
next governor Kazuo Ueda has said.

get,” Ueda said, referring to the BoJ’s
adoption of negative rates and yield
curve control under incumbent gover-
nor Haruhiko Kuroda.

“Ibelieve it is appropriate to continue
‘monetary easing measures while being
creative inline with the situation.”

Currency markets were little moved
following Ueda’s comments, while

policy dove nor a hawk. Analysts said
his comments confirmed the view he
would take a pragmatic approach that
drew on economic conditions.
Addressing whether the BoJ would
shift towards normalisation or maintain
easing measures, Ueda said: “My biggest
mission is to make sure I do not make a
mistake in making the decision in

Addressing Japan’s Diet yesterday for
the first time since his ination this
month, the 71-year-old economist sig-
nalled that he was in no rush to change
Japan’s ultra-loose monetary policy,
explaining that decisions would hinge
ontheinflation outlook.

In comments that appeared to be
intended to avoid disruption to financial
markets, Ueda acknowledged it would
take time for Japan’s price growth to be
‘maintained at the BoJ's target level. He
warned that tightening monetary policy
under current conditi 1d slow the

k Topix was up 0.7 per
cent and 10-year Japanese government
bond yields fell slightly.

Global investors had eagerly awaited
Ueda’s parliamentary hearing after
Prime Minister Fumio Kishida broke
with precedent by nominating an aca-
demic for central bank chief, a role that
historically rotated between officials
from the BoJ and finance ministry.

Many economists expect Ueda to
gradually exit from two decades of

itative and itati ing that

economy, as current inflation was not
driven by underlyingstrong demand.
“There have been various side-effects
but, in light of the economic and price
conditions, the methods have been nec-
essary as well as appropriate to sustain-
ably achieve the 2 per cent inflation tar-

has swollen the central bank’s balance
sheet with big purchases of ETFs and
Japanese government bonds to keep
yields low. The BoJ is also the last major
central bank holding on to negative
interest rates, now at minus 0.1 per cent.

Ueda is known as neither a monetary

“The challenge for the BoJ
is how it can be creative in
effectively maintaining
the easing stance’

“It was a very balanced testimony,”
said Masamichi Adachi, chief Japan
economist at UBS. “He made it clear
that if the price trend does not improve,
then the Bo] would continue with easing
measures while reducing their side-
effects”

Ueda spoke after government data
yesterday showed that Japan’s core
inflation rate, which excludes volatile
food prices, climbed to a 41-year high of

4.2 per cent in January on the back of
rising costs of commodity imports. Core
inflation has exceeded the BoJ’s target
for nine straight months but Ueda sug-
gested the January figure was probably
“the peak”, echoing the BoJ’s forecast
that price growth would slow this year.
Tn December, the BoJ surprised inves-
tors by announcing it would allow 10-
year Japanese government bond yields
to fluctuate by 0.5 percentage points
above or below its target of zero, widen-

pbeat pic-
ture of Europe’s economy at the start of
this year, however, suggesting it may
prove more resilient than expected after
amild winter helped to lower gas prices
andavert fears of energy shortages.

“Looking ahead, the recent upturn in
the surveys is positive, but we doubt
that the economy has enough momen-
tum to avoid another fall in first-quarter
GDP, and as a result, a technical reces-
sion,” said Claus Vistesen, an economist
at research group Pantheon Macro-
economics.

Arecession is defined as two consecu-
tive quarters of fallingoutput.

“The numbers do increase the likeli-
hood that Germany will experience a
recession,” said Palmas.

German investment in construction
and equipment, such as machinery and
vehicles, fell 2.5 per cent quarter on

ingthe i of0.25

points. It has since protected its target
ceiling but the bonds have come under
renewed selling pressure as investors
increase their bets the central bank will
abandon the yield cap under Ueda.

“The challenge for the Bo] is not to
review the monetary easing policy
because there are side-effects but how it
can be creative in effectively maintain-
ing the easing stance,” Shinichi Uchida,
aBoJ executive and nominee for deputy
governor, told parliament.

Both Ueda and the two deputy gover-
nor nominees are expected to be con-
firmed by parliament nextmonth.
Additional reporting, Eri Sugiurain Tokyo

quarter. The country
weaker than expected, as exports fell
1 per cent and imports were down 1.3
per cent. However, government spend-
ingrose 0.6 per cent.

“The continued strong price increases
and the ongoing energy crisis weighed
on the German economy at the end of
the year,” Destatis said, adding that this
‘was “particularly noticeable in private
consumer spending”, which fell 1 per
cent in the three months to the end of
December.

Household spending dropped after
the government ended some support
measures, such as adiscount on fuel and
asubsidised €9-a- in ticket.
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Payment of the third tranche in place of the Dividend 2022

The Board of Directors in the meeting held on February 22, 2023, resolved the
distribution of the third tranche of the provision in place of the dividend 2022 through the
use of available reserves of Eni SpA, for an amount determined at 0.2 euro per share

(or 044 euro per ADR, being each ADR

isted on the New York Stock Exchange

2 Eni shares), gross of

i any, for each

on the ex-dividend date. This tranche of the provision in place of the dividend will be paid
on March 22, 2023, coupon No. 4, being March 20, 2023 the ex-dividend date (record

date March 2, 2023). The third tranche of

the provision in place of the dividend to

Beneficial Owners of ADRs will be payable on April 7, 2023, being March 2}, 2025 the
record date; the payment will be executed through Citibank, NAA, the Depositary of Eni's
ADRs (388 Greenwich Street, 6th Floor New Uork, NU 10013). In order to receive the

provision in place of the dividend,

whose shares are

Middle East

Oman opens airspace to Israeli carriers as relations improve

JAMES SHOTTER — JERUSALEM
SAMER AL-ATRUSH — DUBAI

©Oman has agreed to allow Israeli carri-
erstofly throughits airspace, in the lat-
est sign of thawing relations between
Israeland parts of the Arabworld.

The decision by the Gulf state, which fol-
lows a US-brokered move last year by
neighbour Saudi Arabia, will cut hours
off eastward flights to Asia by Israeli car-
riers by allowing them to fly over the
Arabian peninsula for the first time.
Inareflection of the delicate relations
between Arab states and Israel, Oman’s
aviation authority did not mention
Israel in its announcement, saying

shall previously deliver such shares to a financial intermediary for their deposit with
Monte Titoli SpA (the ltalian Central Securities Depository) and their subsequent

dematerialization. The payment, according to

the beneficial owners'tax treatment, may

be subject to a withholding tax or may be considered as part of their taxable income.

https://ft.pressreader.com/v99f/20230225

east on an unprecedented scale”.

“We have worked to open the air-
space, first over Saudi Arabia and from
2018 ... . toadd Oman as well so that we
can fly directly to India and on to Aus-
tralia,” he said.

Until three years ago, Israel had
formal relations with only two Arab
countries: Egyptand Jordan. But the US-
brokered Abraham Accords signed in
2020 led to the establishing of diplo-
matic relations with the United Arab
Emirates, Bahrain and Morocco.

Sudan subsequently also pledged to
take steps towards normalising rela-
tions, with Tsrael’s foreign ministry say-
ing this month that a deal would be
signed after the transfer of power in

, s

merely that “open forall
carriers that meet the i of
theauthority for overflying”.

Israel prime minister Benjamin
Netanyahu hailed the move by Oman,
which has no official relations with
Israel, as “great news", saying it showed
how the country was “opening up to the

©Oman and Saudi Arabia did not join
the accords but both have long had
unofficial contacts with Israel. Netan-
yahu, who returned to power in Decem-
ber at the head of what is widely
regarded as the most rightwing govern-

ment in Israel’s history, has repeatedly
said he wants to improve relations with
Arab countries, with Saudi Arabia the
greatestprize.

“US, Israeli and Arab diplomacy pro-
duced a result that will dramatically
shorten flights from Israel to Asia,” Dan
Shapiro, former US ambassador to
Israel, wrote on Twitter. “Even before
full normalisation, Oman and Saudi

New route: El Al aircraft will be able
to fly over the Arabian peninsula

Arabia are taking steps towards Israel
and amore integrated region.”

Saudi Arabia, the largest Gulf state,
opened its airspace to Israeli airlines in
July, in exchange for Isracl signing off on
security arrangements to remove multi-
national forces from two Red Sea islands
the kingdom had reclaimed from Egypt.

The announcement, which coincided
withavisit by US president Joe Biden to
Israel and Saudi Arabia, was preceded
by speculation that there could be a
wider breakthrough in ties between the
two countries.

Israel and Saudi Arabia, which both
regard Iran as a rival, have growing
security ties and a US official said Wash-
ington hoped for greater collaboration
between Israel and Gulf countries on air
defence.

However, Crown Prince Mohammed
bin Salman, Saudi Arabia’s de facto
ruler, resented what he viewed as pres-
sure to upgrade relations quickly, a per-
son close to the crown prince said.
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Negotiating a new Northern Ireland protocol would bring tangible economic and diplomatic benefits,
but whether the prime minister succeeds or fails, there will be political costs to pay.
By George Parker and Jude Webber

en years have passed since
British prime minister
David Cameron promised
a referendum on Brexit, a
gamble that sowed the
seeds of his political destruction. Now,
four prime ministers later, Rishi Sunak
is taking the biggest wager of his politi-
cal career: tryingto clear up the mess.

Sunak is already in a precarious posi-
tion: his Conservatives trail the Labour
opposition by about 20 points in the
polls, his partyis fractious, his predeces-
sors Boris Johnson and Liz Truss are agi-
tatingin the wings and an election must
be called by the end 0f2024.

‘The prime minister is embarking up a
narrow path with steep drops on either
side: in the coming days he hopes to
strike an agreement with Brussels to fix
theso-called Northern Ireland protocol,
the most bitterly contested part of John-
son’s 2019 Brexit deal.

The route is littered with political
skeletons; Theresa May, another former
Toryleader, lost her job trying o resolve
the issue of Northern Ireland’s relation-
ship with the EU post-Brexit, covering
complex questions of customs controls
and EU law. “It gives me cold sweats
just thinking about it,” says one veteran
Tory, recalling previous negotiations.

Sunak, a former Goldman Sachs
banker, regards himself as “a problem
solver”, according to aides, but this is
not like any other political problem. It
touches on issues of sovereignty and
identity and the raw passions that were
unleashed by the 2016 EUreferendum.

The details of the protocol dispute can
seem arcane: debates about checks on
British sausages, VAT rules or the role of
judges in Luxembourgin a small corner
of the UK are a turn-off for most voters,
if they give them any thought at all. “Do
youknow how many letters we get each
week about the Northern Ireland proto-
col?” asks one Tory MP. “None.”

So why is Sunak doing this? Damian
Green, May’s de facto deputy prime
‘minister, has a simple answer: “He
thinks it’s the right thing to do.” Perhaps,
but Sunak has also made a political cal-
culation that there are big gains to be
had in acting now, rather than leaving
the Brexit row to fester until next year’s
election.

But much is at risk; not just Sunak’s
own job and his party’s control of
government, but also Northern Ire-
land’s security and political future,
and the UK’s diplomatic and economic
relations with Europe and the US. “I
wouldn’'t have touched it,” a former
Tory cabinet minister says. “It’s crazy.”

Sunlituplands

There are considerable upsides of deliv-
ering a deal. “Quite a few problems
would melt away,” says Green. “It
wouldn’t just be good for Northern Ire-
land but it would also reset the relation-
shipwith Europe and America.”

Sunak’s outline deal with Brussels
would scrap some of the bureaucracy
that has hit trade between Great Britain
and Northern Ireland, a region of the UK
which remains inside the EU’s single
market for goods, and reduce the role of
EUlaw.

He hopes this will be enough to pla-
cate politicians in the Democratic
Unionist party. They hate the protocol,
which puts a trade border in the Irish
Sea to avoid border checks on the island
of Ireland, and are refusing to take part
in the region’s elected assembly at Stor-
‘mont in protest. Sunak hopes a deal to
improve its functioning could win over
the DUP and restore self-government in
Northern Ireland.

But the gains of a breakthrough would
stretch way beyond Northern Ireland.

Sunak’s high stakes Brexit gamble

cluding John-
ster, brought

‘He made The government’s constant attempts to
adeali unpick the protocol — i
adealin son who, as prime mi
secret, forward a bill in parliament last year to
ezl unilaterally rewrite the bill he agreed —
have put relations with the EU in the
himselfit deep freeze. The billison hold.
“If we pressed ahead with the legisla-
COL}ld ﬂ)’. tion lherpe's a not insubstantial rigsk of
He'splaced  atrade war with the EU;” says one of
an awful lot Sunak’s cabinet colleagues. Given that
- Brexit has played a part in hobbling Brit-
of his ain’s growth prospects and the country
credibility teeters on the edge of a recession, that

on theline’

‘would be unwelcome to say the least.

Brussels has indicated that if Sunak
agrees adeal and drops Johnson's North-
ern Ireland protocol bill — described by
one EU official as “aloaded gun on the
table” — the UK would be rewarded by
being readmitted to the €95bn Horizon
Europe science collaboration scheme,
prized by UK universities and scientists.

Green says that “warm winds would
blow” and create better conditions for
European co-operation. The symbolism
of European powers burying the Brexit
hatchet around the first anniversary of
Russia’s invasion of Ukraine is seen as
important in Londonand Brussels.

Then there is the prospect of better
relations with Joe Biden, the US presi-
dent, who speaks with pride of his Irish
heritage. Sunak hopes Biden will attend
events in Belfast this year to mark the
25th anniversary of the Good Friday
Agreement, which ended decades of
conflictin the region.

Lord William Hague, a former Tory
leader, this week pointed out that John-
son won the 2019 election promising to
“Get Brexit Done”. Failing to resolve the
Northern Ireland row would be a “very

damaging” reminder at the next elec-
tion that this government had not got
Brexit “done” afterall.

Political pitfalls

So much for the rewards of a deal.
Weighing heavily on the other side of the
ledger is the very real risk that a com-
promise with Brussels winds up Tory
Eurosceptics, fails to end the political
impasse in Northern Ireland and leaves
Sunak on the ropes with perilous local
elections in early May only weeks away.

Even though Sunak has extracted
compromises from Brussels that eluded
his predecessors, his secretive handling
of the protocol negotiations, holding
back details of an outline deal from the
DUP and Tory MPs until the last minute,
has been heavily criticised.

“This is very, very bad politics,” says
Anand Menon, director of the UK in a
Changing Europe initiative. “He made
a deal in secret, convinced himself it
could fly. He’s placed an awful lot of his
credibility on theline.”

Having presented the outline of a deal
to the DUP and Tory MPs over the past
10 days, Sunak has inevitably faced new
demands from both groups, forcing him
to delay his proposed announcement of
the agreement this week and to go back
o F—— 4

cabinet colleagues believe Sunak will
push ahead, even ifit is unclear whether
the DUP will return to Stormont and if
Tory Eurosceptics will acceptit.

Retreat now would fuel claims by
Sir Keir Starmer, the Labour leader,
that Sunak is weak and beholden to
“the malcontents, the reckless, the
wreckers” in his own party.

Sunak’s allies claim that out of 355
Tory MPs, almost 300 want to get the
protocol row sorted, while a further 30
or so had serious concerns but could be
persuaded to back a deal, especially if it
had DUP support. They say that would
leave about 30 MPs who may cause
Sunak trouble.

However, Sunak’s critics believe that
up to 100 Tory MPs would be unhappy
with a deal that failed to satisfy the DUP,
adding to a wider sense of unease in
a party where some MPs have already
resigned themselves to electoral defeat.

“It’s the same MPs who go on about
the protocol who want us to cut taxes
immediately and talk about the small
boats,” admits one minister. Stir in
backers of Johnson and a small band of
“Trussites” and the Northern Ireland
issue adds to a volatile political mix
which could ignite at any point.

The stakes are high. The shooting on

Sunak s in a no-win situation, accord-
ingto veterans of May’s negotiation with
Brussels. “If you get the DUP and Tory
MPs involved from the start, they
demand thingsthat can’t be negotiated,”
one says. “If you present them with a
deal at the end, they claim they are
beingbounced.”

The prime minister could decide to
abandon his deal at the last minute, but

day night of a senior police
officer in Omagh in Northern Ireland by
suspected dissident republicans was a
reminder that violence lies close to the
surface in the region.

Sir Tain Duncan Smith, a Tory Euro-
sceptic and former party leader, says
that finding a deal that satisfies both
communities in the region is vital and
charges that some in Sunak’s circle do
not fully grasp the historical context.

Sunak is taking
on the same
political issue
that bedevilled
his predecessors
David Cameron,
Theresa May,
Boris Johnson
and Liz Truss

FTmontage Chalie Bibby/
Gty images/PA

‘Violence
and areturn
ofthe
Troubles is
justa sheet
of paper
away from
re-emerging

“Violence and a return of the Troubles
is just a sheet of paper away from re-
emerging,” he says.

Few in Northern Ireland believe it will
plunge back into full-scale conflict but
many acknowledge instability breeds
volatility. There is no evidence that the
shooting was in any way motivated by
the protocol row.

The DUP leader Sir Jeffrey Donaldson
has welcomed “progress” on resolving
some of the issues on the protocol but
has made it clear more is needed if he is
totake his party back to Stormont.

“Idon’t think Jeffrey is a million miles
from whoever the hardest line is on
this,” says one former party special
adviser. “It’s hard to see the DUP ready
tocompromise.”

Decision time

Sunak’s closest allies believe he will in
the coming days decide to roll the dice,
present the deal he has struck with
Brussels, hope the DUP accepts it and
face down somein his party if necessary.

EU diplomats hopes he gets on with it.
Onessays: “The longer he waits, the more
difficult it becomes and the more time
his opponents have to act. Thope he uses
the momentumhehas.”

If Sunak retreats from his efforts to
fix the protocol, Tory MPs will urge him
to press ahead with the bill to unilater-
ally scrap it, and provoke another full-
scale confrontation with Brussels.

Maros Seféovi¢, European Commis-
sion vice-president leading the talks
from the EU side, remains hopeful: “We
clearly see the finishing line,” he said.
Crossing it would represent a victory of
sorts for Sunak, but his problems at
‘Westminster might just be beginning.

Obituary
Japanese artist
whose work
helped take
manga global

Leiji Matsumoto
Anime creator
1938-2023

Leiji Matsumoto was a prodigiously
imaginative manga and anime artist
whose space epics splashed antiwar
‘morality, existentialism and the philos-
ophy of science across an immense
galactic canvas.

Matsumoto’s time-bending work,
which featured spacefaring steam
engines and second world war battle
ships, and was populated with charac-
ters including a scarred pirate, a
drunken doctor and a mysterious prin-
cess, influenced successive generations
of artists. It also provided the founda-
tion from which Japan’s animation
industry extended what is now a
multibillion-dollar global reach.

The artist, who has died aged 85, was
known for titles such as Galaxy Express
999 and Space Pirate Captain Harlock,
which were among the first Japanese
animations to find large audiences out-
sideJapan. Their embrace in France was
especially strong, and led to a video
collaboration between Matsumoto and
theelectronic music duo Daft Punk.

Matsumoto’s science fiction works
spearheaded a decades-long process
in which manga and anime emerged
from the preserve of children's enter-
tainment — and the counterculture —

https://ft.pressreader.com/v99f/20230225

into a mainstream media form.

Born Akira Matsumoto in the south-
western prefecture of Fukuoka in 1938,
the artist’s early childhood was steeped
in the privation and destruction of the
second world war. He dodged the bullets
which strafed the nearby rice paddies,
and later collected them as trinkets.
After Japan’s defeat, he grew up sur-
rounded by the national lament of the
war’s survivors.

Matsumoto’s own father, Tsuyoshi,
who had been a brilliant pilot and an
army major, tried and failed to protect
the junior members of his unit from
having to fly on suicide missions. He
returned a bitter opponent of conflict,
repeating the mantra that “people are
born tolive, not die”, and attempted to
quell his son’s ambitions of also becom-
ing a pilot. Matsumoto based one of his

his artistic talent was blossoming. Mat-
sumoto’s first published manga comic,
Mitsubachi no Boken (The adventures of
Honey Bee) appeared in a nationally cir-
culated magazine when he wasjust 15.

After high school, Matsumoto left
home with a one-way rail ticket to
Tokyo and an absolute determination to
succeed as a manga artist. As well as
establishing an important relationship
with the great animator Osamu Tezuka
— sometimes referred to as “Japan’s
‘Walt Disney” — Matsumoto formed
otherlinks that would prove pivotal. His
impoverished digs happened to be close
to the Tokyo university laboratory of
Hideo Itokawa, Japan’s most celebrated
rocket scientist, with whom he struck
upalong friendship.

Asayoungartist, workingunder mul-
tiple pseudonyms but settling on Leijiin

most complex and i
Tsuyoshi: the rueful, ailing but end-
lessly dutiful Captain Juzo Okita, of
Space Battleship Yamato.

But the young Matsumoto also
absorbed some of the romance of his
father’s experiences “flying through a
sea of stars”. As the new space age
dawned, he became obsessed with
travel beyond Earth. At the same time,

65, produced h
‘manga and animations, many of them
dwelling on the tragedy of war, but
plenty straying into other areas, includ-
ing adult comics. His marriage to
Miyako Maki, a pioneering female
manga artist whose depictions of young
women inspired Japan’s best-loved doll,
Licca-chan, created one of the country’s
greatest popular culture power-couples.

the minutest on-screen movement

His space epics were
stories set in the distant
future that probed
humanity’s most
fundamental questions

Matsumoto will be best remembered
for his space epics: stories set in the dis-
tant future that probed humanity’s
most fundamental questions. The rich-
ness of his art ambushed viewers —
often children watching in the early
evening. At the end of one episode of
Galaxy Express 999, the protagonist
watches as a young couple take their
own lives by hurling themselves into
space, prompting a reflection from
another character on the ephemerality
oflife, in which Matsumoto’s philosophy
can be heard.

Aboveall, these anime owed their suc-
cess to their creator’s ability to inject
emotion into the minutest on-screen
movement. The swayingofacharacter’s
hair, in his hands, could set the tone for
anentire scene.

According to Rayna Denison, author
of Anime: a critical introduction, Mat-
sumoto’s astonishing imagination and
genre-splicing aesthetics are likely to be
what he is best remembered for. “But it
is in his moral themes, seen across his
oeuvre . . . that Matsumoto’s artistry
has had its deepest impact, reflecting
on Japan’s shifting sense of postwar
identity,” she said.

Leo Lewis
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Grounds for hope after a year of war in Ukraine

Western allies must equip
Kyivtoprevail inalong
battle of attrition

“The glory and freedom of Ukraine have
not yet died.” Scarcely has the first line
of anational anthem proved soapt. Rus-
sia’s assault on its neighbour on Febru-
ary 24 2022 brought large-scale war,
with all its bloodshed, misery and mass
dislocations, back to Europe. A year
later, there are grounds for solace.

victory to his people, and to undermine
Ukraine’s viability. He also believes he
canoutlastthe west.

The Russian president has, by UK
estimates, deployed 97 per cent of Mos-
cow’s army to Ukraine. Any antiwar
protest has been crushed, and the last
free news outlets closed. Putin has con-
structed an Orwellian alternative reality
in which not Moscow but the west
started this war as part of

peace deal that left Russia in control, as
now, of 17 per cent of ts territory.
Western leaders need a strategy to
provide more support, more quickly, to
Ukraine to ensure Putin does not prevail
in this war of attrition. The US and its
allies have cautiously stepped up the
potency of weapons they supply to
Ukraine, mindful of Putin’s threats of
dire — even nuclear — consequences.
Cauti tbe setaside. But there is

efforts to destroy Russia. The limited
“special military operation” of a year

scopefora less gradualist approach.
Ulkraine needs more of the weapons

ago is now portrayed as an

Ukraine has preserved its i
statehood through courage and forti-
tude, with the help of European and
North American allies whose unity has
held. The conflict has not so far ignited a
wider conflagration. And it is clear Rus-
siadoes not have the capacity to swallow
orsubjugate Ukraine.

Yet what is also apparent is that this
will be a prolonged conflict. Vladimir
Putin seems intent at least on control-
ling enough territory to declare a

struggl dwhich Putin D
ingto mobilise society.

President Joe Biden insisted in Kyiv
and Warsaw this week that the US will
stand with Ukraine “for as long as it
takes”. But within a year the US will be in
a presidential contest that may test
bipartisan solidarity towards Kyiv. Pop-
ular support is growingin some western
European countries for a settlement.
China, too, is now pushing for negotia-
tions, though Kyiv could never accept a

the west agreed t
including tanks and armoured vehicles
— to help regain territory and repel Rus-
sian advances. It needs more defensive
and offensive capabilities in the air. A
concerted western effort is required to
produce and supply more ammunition.
The more Kyiv can realise gains, the
‘more likely western political and public
supportistohold.

Continuing efforts are required to
broaden and tighten sanctions and
squeeze Moscow’s ability to fund its war

The country has
preserved its
independent
statehood
through
courage and
fortitude and it
is clear Russia
does not have
the capacity to
swallow or
subjugate it

machine. Loopholes and sanctions
“leakage” via third countries should be
closed off. A western embargo com-
Dined witha price cap on Russian crude
has proved effective in keeping oil flow-
ing and the global market stable while
crimping Moscow’s revenues. The $60-
a-barrel cap should be lowered further.
We cannot yet know how the war will
end, but Kyiv must be provided with the
resources so it can end it on its own
terms. It is already time, too, to consider
Ukraine’s postwar place in Europe.
Making it an official candidate for EU
membership was amajor step forward.
But a credible path must be set out to
completing the necessary reforms and
reaching that destination, in tandem
with the country’s reconstruction. Dis-
cussion is rightly starting about the
postwar security guarantees Ukraine
will need. Thousands of its citizens have
paid in blood to ensure independence
and a “European future” for their coun-
try. Ukraine deserves assurances that
indeed the future that awaitsit.

Opinion Same-sex marriage

Episcopalian lessons for
the Church of England

FTmontage/Dreamstime

piscopalians in the US

(and 21 other countries and

territories) are watching

the latest conflict in the

Church of England with
deep empathy.

Two weeks ago, the General Synod,
the Church’s national assembly,
authorised blessings of same-sex rela-
tionships, a compromise that satisfied
neither the conservative nor the pro-
gressive wings of the Church. And this

requirement to act against their natu-
ral impulse to offer welcome to all
God's people.

Parishioners began to speak about
gay relatives and mourn the inevitable
wounds caused by homophobia. Some
young people came out, and all were
affirmed by their elders. But the
traditional life of the church — Sunday
services, weddings and funerals,
coffee hour — continued, albeit
perhaps morejoyfully. Our church has
tripled in membership in the past
decade.

My husband and T were married in
our church by our bishop. Many of my
colleagues in the immediate vicinity
are also gay. We plan joint liturgies on
feast days, are working together to
resettle a refugee family and grouse

week, bishops in 10 of thy
provinces of the global Anglican com-
‘munion rejected the Archbishop of
Canterbury as the “first among
equals” in our shared Anglican family
inprotest.

These developments occurred amid
a somewhat noxious atmosphere in
the UK around issues of sexuality —
most recently the controversy over
Kate Forbes’ statement that she would

Our experience of
inclusion has taught us
that LGBTQ Anglicans

are pretty boring

have voted against the 2014 Scottish
same-sex marriage bill in her SNP
leadership bid.

Nevertheless, we have an encourag-
inglittle secret we'd like to share with
our cousins in the Church of England.
The Episcopal Church ordains openly
gay and trans people with no strings
attached, officiates same-sex mar-
riages (not just blessings) and une-
quivocally affirms all trans people,
including children.

We still have along way to go on our
mission of full inclusion, but our expe-
rience has taught us something funda-
mental: LGBTQ Anglicans are pretty
boring.

In an incendiary envi that

about church
would care about. Its all very ordinary
churchstuff.

sadly, those opposed to people like
me having arole like mine would have
others believe that we are hell-bent on
‘moulding the church in our image by
any means necessary. The strategy
director of a prominent group repre-
senting the Evangelical camp in the
Church of England said it fears its
clergy will have “a target on their
back”, with same sex-couples soon
demanding blessings from them.

He used this metaphor just a day
after Brianna Ghey, a trans girl, was
murdered in the north-west of Eng-
land —which should give us amoment
to pause and consider who is truly at
risk of beingtargeted.

As for the global implications of the
Synod decision, Episcopalians and
other LGBTQ-affirming Anglican
churches have withstood hollow
threats and cold shoulders for dec-
ades. The statement from the 10 rene-
gade provinces regarding the Arch-
bishop of Canterbury sounds familiar
insofar as it has no concrete institu-
tional impact on the Anglican com-
munion. And amid all the sabre-rat-
tling, one should note who is bran-
dishing the weapon — it’s certainly not
the LGBTQ people in the provinces
they represent.

If the experience of the Episcopal
Churchisa good predictor, the rather

demands side-taking, it may be wise
to distinguish between the party that
is trying to burn down the house and
the one that just wants a room on the
same floor as everyone else.

T've been the rector of my parish in
Brooklyn, New York, for a decade. T
was told before my arrival that my
new parishioners, most of whom are
originally from the culturally conserv-
ative Caribbean, would be hostile
because of my sexual orientation. But
nothing could have been further from
thetruth.

Instead, it seemed like people
relaxed once I arrived, as if they had
been unburdened of an unspoken

fa Church of Eng-
land that embraces its LGBTQ mem-
bers will be one in which sacraments
arestill celebrated, bake sales still tale
place and the needy are still served —
just with more queer people and their
allies present.

To be honest, it has made us feel
more like a church. Yes, we’ve had our
share of painful division and conflict
along the way. But today, ours is a
fairly peaceable kingdom. Our prayer
is that the Church of England’s will
soonbe peaceable too.

The writer is an Episcopal priest and
rector of All Saints’ Church in Brooklyn,
New York
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Recalling theatre tours during the cultural boycott of USSR

Kudos to Kirsty Lang (“Vilnius Diary”,
Life & Arts, February 4), not only for
her evocative description of life in
Lithuania, but also for her passionate
appeal for a degree of cultural
autonomy even when political relations
(in this case between Russia and the
west) are at an all-time low.

Her visit to the State Youth Theatre
took me back nearly 40 years to 1984
when, during a cultural boycott of all
things Soviet following the USSR's
invasion of Afghanistan, T took the
nonsectarian Charabanc Theatre from

Belfast on a tour of Moscow, Leningrad
and Vilnius.

During our agitprop performance of
Lay Up Your Ends (about the Belfast
women textile workers’ strike of 1911),
Eleanor Methven (nowadays to be seen
on TV in Derry Girls) to the delight of
the audience had all of the strike

‘phonetically in Georgian, Finn
McCool’s speech from her husband
John McGrath’s play Boom.

Both the theatres that hosted us
continue to flourish, domestically and
internationally, whereas both British
companies, under Thatcher's cuts to
community arts, losttheir funding, For

ing these “ i i

poster: ibed into Lithuanian. Tn
this she followed a tradition set by
Elizabeth MacLennan in our previous
theatre tour with 7:84 Scotland when,
as guests of the Film Actors Theatre in
Thilisi, Georgia, she delivered,

tours we were accused of being “useful
stooges” to the Soviet regime, whereas,
in fact we were hardworking, poorly
paid, talented and enthusiastic cultural
ambassadors, aware that person to

person (rather than officially
sponsored peoples to peoples)

contact worked, irrespective of the
political climate.

Such initiatives did eventually pay
off as, within six months of the
Charabanc tour, Mikhail Gorbachev
came to power in the Kremlin and
cultural links were soon re-established.
Might we hope that postwar and /or
post-Putin, such an outcome might be
possible once more?

John Russell
Harrogate, North Yorkshire, UK

A health service never as
good as we thought it was
In “My 20-year journey through the
NHS” (The Weekend Essay, Life &
Arts, February 18) Camilla Cavendish
attempts to analyse what has gone
wrong with Britain’s NHS and to
identify a cure.

Twonder if instead of trying to
answer these questions, we should first
of all ask ourselves whether the NHS
was in fact ever really as good as people
think it was.

Most Britons are adamant that the
NHS of old represented a sort of gold
standard which put it beyond any sort
of reproach.

However, as a former nurse, whose
family includes several doctors, I do
not believe that the NHS ever really
was the health service par excellence
that people thought it was.

Itis indisputable that prior to the
1990s hospitals were cleaner, nurses
dressed like nurses and doctors wore
white coats. Patients were fed three
‘meals a day. Sheets were changed daily.

These signifiers reassured patients
and their families and convinced them
that they and their loved ones were

getting the best possible care and
service. But unfortunately, starched
uniforms and white coats do not in
themselves make for an excellent
health service. can be and

‘Why AJ Ayer’s quip sums
up Spurs’ predicament
“We don't want that here.” The remark

were very deceptive.

Tam not happy about the state of the
NHS today and [am not confident that
there is a cure for what ails it, but Tam
not deluded about the NHS of yore

either.
‘We should look forward and start

Iceland jailed bankers — a
paragon nation in my book

Your correspondent Marnix van
Stiphout suggests that paragon nations
should be identified by their
willingness to learn from their
mistakes (Letters, February 18).

My nomination is for Iceland, which,
after the Great Financial Crisis of
2007-2008, was perhaps the only
nation to have sentenced some of its
bankers tojail.

Raymond Goldie
Toronto, ON, Canada

AJ Ayer when watching
Spurs at the old White Hart Lane could
e an apt summary of Lionel Barber’s
proposition in “A Spurs takeover would
e the final nail in the glory game’s
coffin” (Opinion, February 18).

Ayer was reacting to a new
neighbour who was effing and blinding
in the manner of the terraces lower
down. The remark worked, no more
‘bad language was heard. It might not
have passed Ayer’s own “verification
principle”, which held that a
proposition is verifiable if and only if
its truth can be established
conclusively by evidence or by a finite
set of observation statements that
logically entail it. Barber’s distaste for
global mogul owners might equally fail
‘this test. Most fans focus on their
team’s exploits on the pitch in front of
them. Spurs fans therefore enjoy a
typical relationship with the clubs
owners and are happy so long as none
‘messes with our history of daring play.
Chris Crowcroft
Penrith, Cumbria, UK

The City’s bright idea
needs a dimmer switch

The City of London is sensitive to
accusations of being out of touch with
more ordinary folk (Report, February
11). But requiring a planning document
and public consultation to approve
switching off skyscraper lights when
they’re not needed does seem both
bureaucratic and remarkably
lackadaisical.

For months now, clumsily feeling for
switches through our insulated
mittens, the rest of us have been
switching off not just lights but any
other appliance guilty of spinning the
electricity meter.

Jerry Blackett
Solihull, West Midlands, UK

Learn your Latin plurals

‘Why the fuss about data and datum!
From the Latin, the latter is singular
the former plural (Letters, February
22). However, several Latin plurals do
become singular English words, for
example “agenda” and “stamina’’.
Percy S Manchand

Montclair, N, US

It’s time for
aserious tax
ongunsin
America

Notebook
by Gillian Tett

he White House was the
scene of a grimly familiar
ritual last weekend as
President Joe Biden issued
yet another statement
deploring America’s gun culture, after
another mass shooting, “We are 48
days into the year and our nation has
already suffered at least 73 mass
shootings,” he declared after an
incident in Mississippi in which six
lost their lives. “Gun violence is an
epidemic and Congress must act now.”
1f you google “gun violence” in
America you will see not just stories
about the Mississippi attack but other

solve the problem of the 400mn guns
already in circulation.

Searching for something to break
the gridlock can feel hopeless. So
instead of presenting the policy
choices purely in terms of
constitutional law, safety or human
rights, perhaps it’s time to invoke
some dry economic analysis instead.

The dismal science has, in recent
years, been used to quantify the vast
health costs of gun violence, the might
of the gun lobby and the links
Dbetween rates of gun ownership and
crime. But until now there has been
little study of the link

headlines: “14 young people shot in
Georgia in 12 hours”; “9 juveniles
injured in gas station shooting in
Columbus”; “4 injured in shooting
Saturday night in downtown St Louis”™.
That's just from last weekend.

The Gun Violence Archive, which
collects information from 7,500 law
enforcement, media and government
sources, estimates that there were 650
mass Killings in the US last year. In
total, 44,000 people died from
firearms in 2022, of which almost half
were homicides. This year will almost
certainly be worse: according to the
Archive, there have so far been 6,140
gun deaths and 82 mass shootings.

Is there anything the White House
can do? Not easily. To many people,
it seems obvious that far stricter
controls are urgently needed on
firearm sales and hip. But a

between gun prices and demand. A
paper by Sarah Moshary, Sara Drango
and Bradley Shapiro points out that
there is a “dearth of data on firearm
sales volumes matched with prices.
‘Undaunted, the trio have tried to

of assault rifles do buy handguns if
they can't find the right rifle. The
economists conclude a ban on assault
weapons would prompt a minimal
reduction in firearms sold since many
would switch to buying handguns.

Critics of US gun culture might
assume assault weapons are the main
problem, since they are the weapon of
choice for many mass shooters. But
the reality is more nuanced. Moshary,
Drango and Shapiro note handguns
account for 90 per cent of gun
homicides and at least 60 per cent of
mass shootings. They also conclude
that “a tax that increases the price of
all guns by 10 per cent [would avert]
‘more gun purchases overall” than an
assault weapons ban. This has been
echoed in a study by economists
Douglas Bice and David Hemley, who
concluded that “a 1 per cent increase
in the price of handguns lowers the

plug the gap by scraping internet data
and ing a massive statistical

analysis of how consumers make gun
choices. Their findings suggest while
overall gun consumption patterns are
“relatively price inelastic” — meaning
buyers are little deterred by higher
prices — first-time purchasers are
price sensitive. Demand for handguns
is also far more price sensitive than
for assault weapons. Even more
striking is that “there is considerable
cross-substitution from semi-
automatic rifles and shotguns (assault
weapons) to handguns, but little
inthe direction”.

ban would be anathema to many
Republicans, who control Congress.
And a ban on new sales would not

Soiif would-be gun buyers cannot buy
ahandgun, they are unlikely to switch

toan assault rifle instead. But owners

quantity demanded by 2-3 per cent”.

This number crunching should not
detract from the human and societal
costs of gun violence. And a price rise
would not, in itself, stop the killings.
Tighter controls on gun sales are
required, along with other reforms.

But it’s clear that the White House
needs fresh thinking to break the
political stalemate: the level of federal
excise tax on guns and ammunition —
10-11 per cent — has not changed since
it was introduced in 1919. So perhaps
Biden should ask Congress to double,
triple or quintuple this tax and use the
revenues to tackle the root cause of
gunviolence. It would achieve more
than mere hand-wringing.
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Tooze - ‘
n the first 12 months of the war in
Ukraine, the condemnation of
Russia and rhetorical backing of
Kyiv by the governments of Europe
and the US has been intense and

largely unanimous. But the economic
numbers tell a different story. Judged
against current potential and historical
standards, the war looks like an exercise
in calculated restraint.

This is not necessarily a sign of
strategic failure. Though the moral
force of war may seem to demand abso-
lute commitment, total war is the
dream of fascists or revolutionaries. For
the rest of us, total war should be an
absolute nightmare. War that does not
envision the overthrowing of all order

Wests limited support for Ukraine fails to measure up

‘mustinvolve the weighing of means and
ends, costs and benefits, even in the face
of death. And this is true for both
combatants and their allies.

In 2022 Ukraine suffered a cata-
strophic contraction in its economy by
about a third and yet it mounted a war
effort to the tune of about 35 per cent of
gross domestic product. This s an effort
comparable to that in 20th-century
world wars. It threatens to tumble
Ukraine into inflationary disaster and
leaves it heavily dependent on foreign
aid. But even for Ukraine, as for
20th-century combatants, there are
limits. To date, Ukraine is fighting the
war mainly with volunteers. Forcible
mass conscription is being held in
reserve. Russian gas continues to flow to

The military industrial complex is
working around the clock, but for most
Russians day-to-day life continues.

As for the wider world, China is
being extremely cautious in its support
for Russia. And though Europe and
America are rhetorically all in, judged
by historical standards their aid for
Ukraine is very modest. The latest fig-
ures from the Kiel Institute for the
World Economy tell astark story.

Over the past 12 months, the US spent
0.21 per cent of GDP on military support
for Ukraine. That is slightly less than it
spent in an average year on in its
ill-fated Afghanistan intervention. In
Iraq the spend was three times larger.
The Korean war cost the US 13 times as
much. Lend-Lease aid for the British
empire in the second world warranto15
= .

A cynic would conclude that the
west’s unspoken aim is not just to
preventa Russian victory, but to avoid a
decisive Ukrainian success, for fear of
escalation by Vladimir Putin’s regime. If
this is true, it is jarringly at odds with US
and European public rhetoric. To
assume as much is not only distasteful
but raises the question of whether we

After ayear of war, what
stands out is less solidarity
than the gap between
rhetoric and real delivery

really credit western leaders with the

FEurope through Ukrainian pipelines.
i ises you make, if
you want to sustain the home front and
good relations with European friends.
Russia is under strain, too. But despite
western sanctions its economy con-
tracted by only 2 per cent or so in 2022
and is expected to rebound this year.

in proportional terms.

To see the Europeans doing more, you
only need to go back to 1991. To support
the US-led operation to oust Saddam
Hussein from the oilfields of Kuwait,
Germany gave three times as much as it
is offering to Ukraine in bilateral aid.

ucl d in

strategic nous to deploy resources in
Ao T Tl

Traq and Afghanistan hardly suggests
s0. Which suggests another, sobering
interpretation.

Western governments may sincerely
support a Ukrainian victory, but they
are failing to match means and ends.

Reservations about specific weapons
systems and the limits of western stock-
piles play a part. But neither factor
should inhibit money from flowing
more freely. Ra ic objec-

ments amass mammoth amounts of
money to rescue business interests and
shield their voters from shocks such as
the 2008 financial crisis, Covid and the
llateral damage of Putin’sinvasion.

tions or principled political opposition,
it is complacency, alack of imagination,
small-minded budgetary thinking and
procedural wrangling that are driving a
‘wedge between intention and action.
For the west, this interpretation is
even less flattering than the cynical
view. Kyiv and its supporters prefer it,
because it holds out hope that by their
incessant lobbying they may ultimately
persuade the west to live up to its prom-
ises. But whatif that, too, isa delusion?
Ts the gap between the west’s rhetoric
and delivery on Ukraine not all too
familiar? Respectable governments
around the world espouse high-minded
goals on global Covid-19 vaccination,
sustainable development and Ukraine’s
sovereignty, but they balk at supplying
the means even if it involves tiny frac-
tions of GDP and potentially huge rates
of return. By contrast, the same govern-

After a year of war, what stands out is
less western solidarity than this gap
between declared intention and real
delivery. The lack of decisive western
support means the balance on the bat-
tlefield and on Ukraine’s home front
remains agonisingly precarious.
‘Through their modest intervention,
western powers and Europe in particu-
Tar willingly forfeit a chance of deci-
sively influencing events — so much so
that one suspects they do not believe in
their ability to shape conflicts as com-
plexandviolent as that in Ukraine.

They also, however, lack the courage
to admit as much. So they profess bold
goals but fail to deliver means. The
result is hypocrisy and self-inflicted
impotence on a historicscale.

The writer is an FT contributing editor and
writes the Chartbook newsletter

US pick to lead institution
will face pressure on his
environmental approach,
write Aime Williams, Anjli
Raval and Camilla Hodgson

n January 2020, the then Master-
card chief executive Ajay Banga
wrote a corporate call-to-arms on
the payment company’s website. “T
don’t think you need me to tell you
why action on climate change is
required,” he began. “Hectares of for-
ests are on fire at any given time. Tril-
Tions of tons of glacial ice are melting.
Temperatures are rising.”

Three years later, this urgent rhetoric
is being scrutinised by bemused World
Bank officials as they try to grasp who
the man soon to become the institution’s
presidentis, and what he stands for.

If backed by other shareholders
nations, Banga, the new US nominee,
faces the gargantuan task of revamping
the bank’s mission against a backdrop of
divided countries and clunky, uncoop-
erative bureaucracy. The multilateral
lender, established following the 1944
Bretton Woods agreement, has faced
sustained criticism from smaller, less
wealthy nations seeking help in paying
for the ravages of climate change.

Wealthier countries have recently
pushed the bank to offer more conces-
sional finance for climate projects,
engage in stronger mobilisation of pri-
vate finance and push through reforms
to free up more of its existing cash. The
sudden exit of Trump-appointed David
Malpass has provided an opening for the
US — which typicall bank’s

MINGS

leader —to install someone new.

But Banga, 63, who was born in India
and is loved by Wall Street, is not who
development financiers and others had
in mind when weighing up who could
accelerate the bank’s metamorphosis
into a development lender with a green
hue. “They have landed somebody
nobody has ever heard of in our world,”
saysone development official.

The next World Bank president has a
huge task on their hands

Banga, a naturalised US citizen who
declares himself a ‘Made in India guy’,
studied economics at Delhi University
before working for Nestlé and then
launching fast food franchises, includ-
ing Pizza Hut and KFC, as India’s econ-
omy liberalised. In 1996, he joined Citi-
group, eventually becoming chief exec-
utive of its Asia-Pacific business, before
joining Mastercard in 2009. He became
CEOayearlater.

The son of an army officer, Banga pre-
viously told the FT that moving around
frequently as a child brought benefits
later on. “I make friends easily. T adjust
easily tonew situations. T was always the
new kid on the block, soThad tolearn to
breakintoestablished groups.”

Widely liked, he is described by those
familiar with him as humble and
approachable, a good listener and some-
one with a personal touch. A music fan,
his tastes range from Sikh radio to Elvis
Presley to Lady Gaga. “As a person, he
can have a conversation with anyone”
says Rick Haythornthwaite, who was
chair of Mastercard when he was CEO.

Banga also presided over financial
success. During his tenure at Master-
card he tripled revenues, increased net
incomesixfold and grew market capital-
isation from under $30bn to more than
$300bn. “Ajay has an unbelievable

Person in the News | Ajay Banga

World Bank nominee
must pivot to climate

record at Mastercard,” says Ken Moelis
of Moelis & Company. “He is one of the
most respected figures in finance.”

In recent years, Banga has served as
chair of the investment holding com-
pany Exor, which owns a controlling
stake in Juventus football club, and as an
independent director at Temasek, Sin-
gapore’s state-owned investment fund.
He also served as vice-chair of General
Atlantic, a US private equity group, and
advisedits climate-focused fund.

In 2020, he launched Mastercard’s
pledgetoplant 100mn trees. “We seeitas
aplatform tounite corporate sustainabil-
ity efforts and make meaningful invest-
ments to preserve the environment,” he
wrote. On the website, he boasted of its
“green-certified offices” and efforts to

T'm not sure he has that experience,”
saysanother development official.
Successfully overhauling the Bank’s
approach to climate will mean takingon
some of the thornier measures pro-
posed by aG20 panel last year, and grap-
pling with the highly technical process
of how the lender measures its financial

‘Cutting single-use plastics
in the cafeteria is good, but
delivering in the developing
world is another ballgame’

risk. Banga's backers hope his corporate
experience, which includes work on

attaina‘“z int”.

But these efforts raise eyebrows in the
development world. “Cutting single-use
plastics in the office cafeteria is well and
good, but delivering and implementing
climate investments in the developing
world is a whole other ballgame — and

https://ft.pressreader.com/v99f/20230225

and financial inclusion,
will be an asset here — and when it
comes to attracting more money from
the private sector.

According to Rachel Kyte, dean of the
Fletcher School at Tufts University,
Banga’s previous work with govern-

The painfully high price of
Humira is patently wrong

John
Gapper

All Consuming

hen the US drugs com-

pany Abbott Laborato-

ries acquired a small

division of the German

chemicals group BASF
for $6.9bn 23 years ago, its shares fell on
fears that it had overpaid. But the deal
was an amazing bargain.

Humira, the promising medicine that
came with it, is now the industry’s big-
gest blockbuster, with cumulative reve-
nues of more than $200bn. The anti-
inflammatory drug used to treat rheu-
matoid arthritis and a range of other
autoimmune conditions, is very expen-
sive, costing more than $80,000 a year
per patientinthe US.

Humira has stretched government.
budgets all around the world: Abbott’s
successor AbbVie was this week accused
by apublic interest group in the Nether-
lands of making excess profits of €1.2bn
there. The case is one of many chal-
lenges the company has faced to what
the Dutch Pharmaceutical Accountabil-
ity Foundation calls its “goose with
golden eggs”.

The drug that emerged out of Nobel
Prize-winning research at Cambridge
university is a specialist medicine. It has
been prescribed to 1.4mn patients, com-
pared with hundreds of millions now
taking statins to reduce cholesterol. Bio-
logics such as Humira, genetically engi-
neered with living cells, can change
patients’ lives but their price is now a
painfully high barrier.

Unless it is lowered by changes to pat-
ent systems or tougher limits on prices,
‘many will miss out. Pharma companies

the EU from 2018, provided they left the
US market alone until this year. It
erected such high legal barriers around
Humira, with a “patent thicket™ of more
than 130 US patents, that rivals agreed
toaglobal pricing truce.

This is the irony of this week’s Dutch
legal action. The foundation says that
AbbVie was wrong to make such high
returns in the Netherlands between
2004 and 2018. “It has a duty of care to
society. It should not just extract profits
because it can,” says Ellen ‘t Hoen,
director of Medicines Law & Policy, who
advises the foundatior

But the patent principle was followed
in Europe: Humira’s protection lasted
no longer than due and prices tumbled
as rivals entered. The effect was similar
to the “patent cliffs” of the mid-2000s
when drugs such as Pfizer’s statin Lip-
itor lost billions in sales to generics
(biosimilars are less exact substitutes)..

Perhaps AbbVie struck lucky with
Humira and the industry should not be
judged by one company with net reve-
nues of $58bn last year. But nearly half
of new drugs launched in the US in
2020-21 were priced at more than
$150,000 a year, so others have followed
its lead. An entire industry has moved
towards making products that are
breathtakingly expensive.

AbbVie has not broken US law: one
effort to challenge it on antitrust
grounds failed in August when an
appeals court ruled that it was entitled
to hold so many patents. Tactics such as
patent thickets and “product hopping”

An entire industry has
moved towards making
products thatare
breathtakingly expensive

by launching new drugs based on the

irefforts on

original medicis barred, aslong

medicines that are expensive to develop
and are targeted at smaller sets of peo-
ple. It is becoming a winner-takes-all
system in which prices get pushed out of
ordinary reach.

The US price of Humira, which Abb-
Vie has increased more than 20 times to
exploit its monopoly there, is finally
under pressure. Having been legally
shielded until now, the drug this year
faces competition from nine “biosimi-
lars” such as Amgen’s Amjevita. This
may bring relief to patients who have
faced bills of thousands of dollars,
e d

1d help him pick up the mul
tilateral baton. “It’s an inspired choice,”
she says. “Hesa proven change manage-
ment leader.”

This is needed at the bank, which
Janet Yellen has urged to engage in
“stronger” mobilisation of private
finance. Some shareholders want the
reform effort to include new targets
linked to how much private capital the
bank leverages, rather than how much
‘money itlends.

Nominations close at the end of
March and, assuming there are no sur-
prises, Banga will start in May. Mean-
while, bank watchers and the climate
world will continue to parse his past for
clues. He may be “a bit weak on the cli-
‘mate and development credentials”, says
Claire Healy, director of the cli

Healthcare should not be like this,
and would not be if the patent system
worked as intended. The case demon-
strates how drug companies have
stretched out patents and monopoly
‘profits for longer than the 20 years they
are allowed to support risky research
and development. Humira’s US patents
started to expire in 2016, but AbbVie
kept its hold over the world’s most
lucrative market.

The company settled with competi-
tors that had developed biosimilars to
Humira: they could start selling them in

Top reads at FT.com/opinion

as a company is careful and employs
enoughlawyers

But if drug companies push the sys-
tem this hard, citizens are bound to lose
faith. The Affordable Care Act of 2010
was intended to foster biosimilar com-
petition, but did not live up to its title.
‘The US government has now mandated
Medicare, the health insurance system
for over-64s, to start negotiating prices
with companies later this year, with
caps from 2026.

It might also ask whether the patent
framework s fit for purpose. Drug com-
panies say that high rewards are
required to offset the high risks of drug
development. But most early stage
research is done in university laborato-
ries or at small biopharma companies.
Do big companies that acquire the likely
winners merit more than 20 years of
patent protection?

It is not easy to design a system that
rewards innovation without pushing up
prices so far that societies lose more
than they gain. But the one that made
$200bn for AbbVie cannot beright.

john.gapper@ft.com

sultancy E3G in Washington. But he also
seems “like a GSD guy — gets stuff done.
Andwe need that now more than ever.”

James Fontanella-Khan and Antoine Gara
contributedreporting

consequences
The relationship is costing thousands of
lives, writes John Burn-Murdocl

©We need
doing stuff
With Lent comes the opportunity to writea
“to don't"list, writes Jemima Kelly

the art of not
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A little bit raw Why Beyond Meat has been
forced to trim its growth ambitions - e

Engie calls on Europe to boost
supply chains for renewables

e EU urged to take inspiration from US e Utility stresses role for local producers

SARAH WHITE — PARIS

Europe needs to do more to boost sup-
ply chain self-sufficiency in renewable
energy, the head of French utility Engie
has warned, as huge US subsidies help it
steal a march in creating an independ-
entgreentechindustry.

Catherine MacGregor, the gas distrib-
utor’s chief executive, said it was
branching heavily into renewables in
Europe as well as the US, where Joe
Biden’s $369bn package of tax breaks
and incentives was “spurring quite a bit
of interest” from the group to pursue
hydrogen andbattery storage projects.

“We were already developing and
operating very large renewable projects
inthe US but we i accelera-

domestically but also those that “buy
local”.

“Europe has to think about protecting
or making sure its industry flourishes,”
shessaid, adding that she would welcome
incentives to help more regional suppli-
ers emerge. “From a business stand-
point, that is also a way to mitigate my
risk — tohavelocal, healthy suppliers.”

Europe is heavily reliant on other
markets to supply its renewable energy
sector. In the solar industry, for exam-
ple, the bulk of panel manufacturing is
concentratedin China.

The EU s still working on its policy
responses to the IRA and has unveiled
proposals that would loosen state aid
rules and eliminate red tape to encour-
agethe d of green technolo-

tion,” McGregor told the Financial
Times, adding that a “big chunk” of
Engie’s 10 gigawatt battery capacity tar-
getby 2030 would beinthe US.

The US scheme should inspire Europe

gies in the region. But a “Buy European
Act”,anidea nitially backed by France,
does not appear to have momentum
among all EU member states. The Euro-

pean Commission will announce more

on several fronts, MacGregor said,
including the fact that it rewarded not
only companies that produce goods

pecific inmid-March.
Engie unveiled this week a new
investment push geared towards renew-

Green plea: Catherine MacGregor, Engie chief executive, says Europe must look to the US subsidy policy and make sure its industry flourishes —enmaneiasner

ables as well as “green molecules” — the
development of cleaner forms of gas
suchasbiofuels.

It is boosting spending on new
projects to €22bn-€25bn between 2023
and 2025, up from €15bn-€16bn over its
202123 plan, funded in part by a big dis-
posals programme completed since
2021 as the group restructured and sold

“The sheer amount
of renewables that
need to be developed in
Europe is massive’

some services businesses. The group,
born out of the 2008 merger of Gaz de
France and Suez, plans to more than
double its renewables capacity to SOGW
by 2030. A quarter of its pipeline is
geared towards Europe and almost a
third in the US, with the rest spread
across regions such as Latin America,
Asiaand Africa.

Even without a fully-fledged IRA

response in Europe and as the EU gears
up for discussions this year over how to
reform electricity markets, MacGregor
said the region still held attractions.

“The sheer amount of renewables
that need to be developed in Europe is
massive,” MacGregor said.

“You need to be very, very local, you
need to go and talk to local authorities
andcitizens . . . for usit’s a competitive
advantage.”

But both Europe and the US would
also need to invest at scale in ar h

BA owner in the black for
first time since pandemic

PHILIP GEORGIADIS — LONDON

International Airlines Group, the
owner of British Airways, has returned
to annual profit for the first time since
the start of the pandemic but warned a
surgein demand for flying could lead to
‘more disruption at Heathrow airport.

IAG yesterday put two years and €10bn
of losses behind it as the group reported
an operating profit of €1.3bn for 2022,
following a €2.8bnloss in 2021.

The Anglo-Spanish company, which
is also home to carriers including Iberia
and Aer Lingus, forecast that profits this
year will rise to €1.8bn-€2.3bn.

But IAG chief executive Luis Gallego
warned that the travel recovery could
be marred by more disruption at Lon-
don’s Heathrow airport this summer.

Gallego and BA boss Sean Doyle said
they were concerned that Heathrow’s
passenger forecasts could underesti-
mate demand this summer, and called
on all companies working at the airport
toensurethey were properly resourced.

No senior aviation bosses anticipate
disruption on the scale seen last year,
but there are worries about resourcing
at peak periods in hub airports. Heath-
row chief executive John Holland-Kaye
Tas said that he expects to avoid major
disruption, and that staff numbers
across theairport will be above 2019 lev-
els by the peak ofthe summer.

1AG is the latest leading global airline
to enjoy anotable revival inits fortunes,

as consumers’ appetite for travel
rebounds following the end of most of
the restrictions introduced to control
the Covid-19 pandemic. Low-cost air-
lines in Europe have enjoyed record
bookings; Singapore Airlines and Qan-
tasthisweek reported strongprofitsand
Air France-KLM declared that it had

“turned the page on Covid”.

Like many of its rivals, Gallego said
TAG had reported “robust” bookings for
travel this year, while business travel
was “steadily improving”. But he added

Luis Gallego: IAG's
chief warned that
the travel sector
could be hit by
more distuption at
Heathrow this year

that he “remained conscious of global
macroeconomicuncertainties”.

‘The rapid recovery came even though
BA, typically TAG's profit engine, has
Deen slow to recover from the pan-
demic. The airline was severely criti-
cised for cutting too deeply to reduce its
cost base permanently after about
10,000 staff were laid off in 2020.

BA was then forced to scale back its
operations to control disruption during
last year’s recovery, as the industry
faced a staffing shortage. The aitline
reported an operating profit of €303mn
Tast year compared with €1.9bn in 2019.
SeeLex

Chemicals

BASF closes German plants a;

energy bills spur China shift

PATRICIA NILSSON — FRANKFURT

BASF is to wind down several of its
plants in Germany as the largest chem-
icals group by revenue struggles with
high energy costs in Europe and plans
increased production in China.

The German company said yesterday

that it would close one of its two ammo-

nia plants at its home site in Ludwi

shafen as well as the units produc-

ing caprolactam, a chemical used to

make fibres and plastics, and TDI, a
pound used to make flexi

as grid infrastructure to help support
their push towards electrification, Mac-
Gregor said, echoing warnings from

The plans, which are expected to
lower annual costs by €200mn by the
end of 2026, will also lead to reduced

other big power has Eon.
i it: bought from

rod in Germany of adipic acid, a

Russia’s Gazprom, which before last

used to make nylon, and the
closure of three other plants that were

neededinit

year's invasion of U for
17 per cent of its supplies, with other
sourcesincluding Norway.

Engie reported record net profits of
€5.2bn for 2022 when stripping out

it fuel

Despite the retrenchment, chief exec-
utive Martin Brudermiiller said the
move reflected BASF’s commitment to
thesite.

. doingthis because we believe

prices. Its net income was €200mn
including impairments.

in the future of the Ludwigshafen site,
which is now in its 158th year,” he said.

“We believe in the region Europe.”
Brudermiiller’s comments were made
shortly after BASF announced it would
prematurely end its share buyback pro-
gramme, having spent just under half of
the €3bn committed, because of “pro-
found changes in the global economy”.

The additional cuts will lead to a net
T0ss 0£2,600 jobs, mainly in Germany.

BASF said the plans would bring a
“significant” cut in its demand for natu-
ral gas in Germany, reducing its CO,
emissions by 0.9mn metric fonnes a
year — 4 per cent of its global total.

The latest cutbacks come on top of an
existing plan to reduce costs by €1bn
over the next two years, which the com-
pany announced last year, saying it
would “permanently” downsize in
Europe, as high energy costs were mak-
ing the region uncompetitive. Last year
BASF’s energy costs soared by €3.2bn,
despite reduced output in several plants.

BASFis one of several German groups.
Detting big on China, where t is building
a€10bn plastics engineering facility.

Itsshares were down nearly 8 per cent
at €48.07 yesterday.

McKinsey and KPMG first to

moveas clients face soaring

Australia, about 2 per cent of its total
workforce in each country. McKinsey
will make upto 2,000 of its 45,000 peo-

Financial services. Advisers

Consultants start to cut jobs after costs rise and Covid-led boom time ends

Credit Suisse aimed to halveits spend-
ing on consultants last year, compared
‘with 2021 when it spent SFr2bn on pro-

outgoings and decline in deals

MICHAEL O'DWYER AND OWEN WALKER
LONDON

Job cuts at McKinsey and KPMG this
month are the first concrete sign that a
boom in spending on consultants that
started during the pandemic might be
over, as clients move to reduce costs and
battleinflation.

Companies short on staff and desper-
ateto make their operations digital after
the pandemic paid record amounts to
consultants in the past two years.
Demand for advice on tech, dealmaking
and implementing net zero pledges
fuelled a boom in consultants’ profits
andignited a pay and recruitment war.

But soaring costs, the end of near-free
borrowing for clients and a sharp fall in
deal activity have led to a more difficult
outlook for parts of the big consultan-
cies’ businesses — and spurred the first
significant cuts in the sector, after the
announcement of big lay-offs at compa-
nies such as Meta and Goldman Sachs.

KPMG is cutting nearly 700 jobs inits
US advisory business and about 200 in

inaglobal restructuring.

Frantic hiring by consultants in the
past 18 months had been reminiscent of
the surge in recruitment during the dot-
com boom more than two decades ago,
which ended in masslay-offs, said Fiona
Czerniawska, chief executive at analyst
Source Global Research.

“I think we'll see more [redundan-
cies] than we saw in Covid but not as
much as we saw in 2002 because firms
aremore circumspect about the reputa-
tional damage of letting large groups of
people go,” said Czerniawska.

Consultants remain busy advising on
tech, ESG and supply-chain issues but
areas such as deal advisory are quieter,
accordingto peoplein the industry.

“The market s still buoyant but we're
in aperiod of steady growth, rather than
the hypergrowth that accompanied the
post-pandemic deals frenzy,” said Kevin
Ellis, UK chair of PwC.

The fall in dealmaking has hit the
banking sector hard, leading it to slash
spending on consultants. In two years as
head of Italian lender UniCredit, Andrea
Orcel has cut the bank’s €150mn annual
spend on consultants by more than half.

https://ft.pressreader.com/v99f/20230225

fessional services, hiring 16
ants, contractors and outsourced work-
ers. It reduced its external consultant
headcount by afifthin the final quarter
of 2022. Its roster of advisers has
included McKinsey, which reviewed
risk management and worked on a2021
revamp of the business and Deloitte,
whichadvised on pay policy.

Fellow Swiss bank UBS has also been

consultants’ revenue growth is expected
to slow from 10.8 per cent in 2022to 7.7
per cent this year, according to Source
Global. The Big Four — Deloitte, EY,
KPMGand PwC —reported global reve-
nue increases of between § and 18 per
centintheir most recent annual results.
In the UK, KPMG has been moving
staff, including deal advisers, to other
areas where there is more work, people
familiar with the matter said. The firm
declined to say how many were moving
but said itsmodel of combining multiple

reducing spending on ina
drive to save $1bn this year. Globally,

! itto “redeploy peo-
pleintothe busy areas of our business as

The banking
sector has been
hit particularly
hard by the fall
in dealmaking,
leading to
lenders slashing
their budgets
for external

consultants
Jeenh Moon Bleomberg

the economy shifts”. It said it was not
considering redundancies.

As well as transferring people
Dbetween business lines, PwC’s UK arm
had been increasing the number of staff
seconded overseas, including in areas
where there was more demand for
advisers, said Ellis. The firm is betting
that the arrangement will help the Mid-
dle East business, where government-
backed projects have driven a surge in
consulting, and incentivise staff to join
or remain. PwC UK also said it was not
planningany redundancy programmes.

But moving employees between divi-
sions has become more difficult as con-
sultants become more specialised in
areas such as regulation, risk and cyber
security. “It's harder in practice than in
theory.” said one Big Four executive.

Uneven growth in different business
Tines could mean some keep recruiting
‘while otherslet staff go.

McKinsey’s job cuts are focused
entirely on staff who do not work for cli-
ents directly, such as those in human
resources, technology and communica-
tions. The firm was seeking to centralise
some of its support teams after expand-

familiar with the details. Several people
inthe industry said firms that avoid for-
mal redundancy programmes for client-
facing staff could seek to “manage peo-
ple out” of their businesses more aggres-
sively by clamping down on minimum
performance requirements.

“Ithink that’s bound to happen,” said
Czerniawska.

Consultants cut their own costs such
as travel during the pandemic but those
savings have already been largely
absorbed by salary increases.

McKinsey, Bain and Boston Consult-
ing Group unveiled one of the biggest
rounds of pay rises for recruits in more
than two decades last year, raising base
annual salaries for MBA hires in the US
tomorethan $190,000.

The other question is whether record
partner payouts can be sustained. Pay
for the average UK partner at Deloitte
and PwCtopped £1mnin2022.

High profits “can be sustained by
making bigger cutbacks”, said Czerni-
awska, adding that firms would have to
think carefully about repeating last
year’s payouts. “What clients are asking

risi ion, and that tak

ing from 28,000 people to 45,000 in the
past five years, including through a
series of acquisitions, said a person

Therefore perhaps [consultants] should
accept lower profits while making those
Diginvestments.”
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Electric switch will
deliver a shock to
car jobs in Europe

The Top Line
Peter
Campbell

Though built in England, the petrol
engine of a Mini is a map of Europe:
engineered in Germany, containing an
alternator from France, an ignition coil
from Italy and a coolant pump from
Austria.

Each step in this process involves a
person, if not several. Yet not one of
them will be required in as little as
seven years when the brand goes fully
electric. The same is true of those who
supply engines for Volvo, Mercedes-
Benz, Jaguar, Ford or any of the brands
that have set end-dates for engine-car
sales in Europe.

That electric vehicles take fewer
people to make and design is well
documented. What had remained
abstract is the effect on the region’s
workforce when the axe swings.

Ford this month announced plans to
cut 40 per cent of its entire European
engineering team. The shift to electric
is driving the brand (and many others)

out of smaller models, while their
remaining models are battery powered
and so tale less time engineer and are
simpler to assemble.

The cold reality is that Ford’s
announcement is only the first cut, one
small part of a whole machine that will
be wound down within a decade or so.

Today, Europe’s car industry
employs 3.5mn people directly in
‘manufacturing.

Ford chief executive Jim Farley
estimates that EVs require 40 per cent

1

in the new frontiers of batteries or
software development — a 2021 study
from Boston Consulting Group
estimated the creation of 581,000 roles.
But to pretend they will be filled by
retraining diesel engineers is fanciful.

The most painful thing, perhaps, for
the workers losing their jobs is that the
‘march to the EV scaffold was begun by
politicians and regulators.

Europe’s regulators have decided
that the region’s new cars need to be
zero- emission by 2035.

fewer people to make — the equi
of 1.4mn jobs if applied industry-wide.

These are high-skilled, high-
productivity, well-paid positions that
are often in areas that would otherwise
e economic backwaters. Just look at
Nissan’s Sunderland plant, or Slovakia,
which has four plants that turn out one
car for every five people living in the
country annually.

Yes, there may be job creation, roles

Thisis i the right
choice for the planet. But that necessity
will create massive collateral damage.

Europe today is aworld leader in
engines, home to Ferrari, Mercedes-
Benz and Volkswagen (Japan and
Detroit deserve podium spaces here
to0). Yet it is China, which smelt the
battery revolution more than a decade.
ago and has positioned itself as the
global leader, that s best placed to

‘What had dominate tomorrow’s auto landscape.
X Hydrogen, withits low-energy

remained density, is an imperfect solution for

abstractis cars unless used as a wider store of
renewable energy, but it does at least

the effect use many of the same supply chain
roles that exist today.

s Fhev A strategic, co-ordinated decision 15

region’s years ago by European authorities to

workforce pursue this technology would have, if
successful, protected the jobs that

when the today face extinction.

axe swings Even Mate Rimac, the Croatian

electric hypercar inventor whose
Dusiness has been partly acquired by
Porsche, says the region is “shooting
itself in the foot” with its policies.

Even if you agree that the policy was
necessary, it is still true that Europe
planted a bomb under the region’s auto
employment. It cannot now complain
when the whole thing goes up.

petercampbell@ft.com

Qatari sheikh makes a pitch to buy Manchester United

Spotlight

Jassim bin Hamad al-Thani
Banker, businessman
and investor

Sheikh Jassim bin Hamad al-Thani
swas just 28 when he joined the board
of Credit Suisse in 2010, tasked with
Tepresenting Qatari interests after
investors from the Gulf emirate
billions into the Swiss bank.
ived at the Zurich-based
lender with alow profile, and after
seven years with a seat at the top
table, left with one.

“The only recollection I have is that
e was rather a quiet man,” said one
former fellow director, while another
person who attended meetings added:
“I don't recall him speaking at all.”

Now, Sheilch Jassim is prepared to
sacrifice that low-key status in
pursuit of his passion for Manchester
United, one of world football’'s most
prestigious clubs. Earlier this month,
he submitted a bid for the club, one
rich in history but starved of success
over the past decade.

The 40-year-old has not said how
e would pay for the Premier League
club in a sale that could set a record
price for a sports team, he comes
from significant wealth.

Sheikh Jassim is the second son of
former Qatar prime minister Sheilh
‘Hamad bin Jassim al-Thani, known as
HBJ, and former head of the state’s
sovereign wealth fund. A distant
cousin of the emir in the ruling clan
and one of the Gulf state’s richest
‘men, HBJ's wealth is put at $1.3bn by
Forbes, but people in Doha estimate it
at many multiples of that. .

ot e | G
as his father, who is a giant in the
world of money and power,” said one
banker, who describes Sheikh Jassims | 1€ SAME
as “less extroverted”. “But he has
learnt at the feet of one of the
sharpest investors,” he added.

Mirgab Capital, which manages the
s | M the world
before branching out. of money

Amonghisportfolioofrles,Sheikh | a1 power’

Jassim chairs QInvest, an investment
bank and asset manager formed in
2007, as well the Qatar Islamic Bank,
inwhich the QIA is a major
shareholder.

His advisers on the bid for
Manchester United, which has been
owned by the Glazers, an American
family, since they bought it in a
leveraged buyout in 2005, are
confident it will prove more
compelling than a competing
proposal from British billionaire Sir
Jim Ratcliffe. The pair are the only
two declared bidders.

never be at

level as his
father, who
For a decade, Sheikh Jassimran Al | iS @ glantin

With fans i ingly restless at
direction of the club under the
Glazers, Manchester United has been
on Sheikh Jassim’s radar for the past
12 months, according to a person
familiar with the matter.

Sheikh Jassim has said his vision is
to return the club to its “former
glories” through “sustainable
investment” in its players and
infrastructure via a newly established
vehicle called the Nine Two
Foundation. The bid, which will be
debt-free, is expected to value the club
at about $4.5bn, according to people
familiar with the matter.

People familiar with the matter say
that funding for the bid has no
connection to the Qatari state. That is
essential in adhering to rules set by
Uefa, European football's governing
body, that block multiple ownership
of clubs, given the Qatar state controls
French champions Paris Saint-
Germain.

“I'wouldn't necessarily see this as a
‘Qatari’ bid” said Gerd Nonneman, a
professor of international relations at

rgetown University in Doha. “I
think much of the son’s fortune is
based on his father’s wealth.”

The principal adviser to HBJ at Al
Mirqab is Shahzad Shahbaz, a former
Bank of America executive. “Al Mirqab
is like a mini-QIA, investing in deals
across banking, hospitality, real estate
and food and beverage,” said a banker
familiar with the matter. Bank of
America is advising Sheikh Jassim on
the Manchester United bid.

Sheikh Jassim has long been in his
father’s shadow. For many years, HE]
was at the forefront of geopolitics and
international finance through a long
career as foreign minister, prime
minister and head of the Gulf state’s
sovereign wealth fund.

He helped forge modern Qatar
together with the father emir, Sheikh
Hamad bin Khalifa al-Thani, who
came to power in a palace coup in
1995, by building a massive natural gas
export industry.

That fuelled Qatar’s transformation
from a modest oil exporter into one of
the world’s richest countries. As head

Sheikh Jassim bin Hamad al-Thani
hopes his bid will prove more
compelling than a competing
proposal from Sir Jim Ratcliffe

of the QIA, HBJ deployed excess
hydrocarbon revenues ina bid to build
afuture for Qatar in a post-oil era.

The QIA became a global name in
finance, investing in carmaker
Volkswagen and grocer ] Sainsbury, as
well as London’s Canary Wharf and
luxury department store Harrods.

While HBJ has never previously
shown an interest in buying a football
club, bankers say he has a keen eye for
financial details. One person recalls
‘him flying into London to deliver a
keynote address after he had dinner
with Russia’s president Vladimir Putin
the night before. Before heading on for
lunch with Italian premier Silvio
Berlusconi, he received an update on a
deal on the way to the airport.

“He quickly spotted a mistake made
by one of the analysts within the term
sheet’s dense grid of derivative
transactions — it was unbelievable,”
the person said.

In contrast to his father, Sheikh
Jassim has never taken on a
government role. His limited forays
into business outside Qatar have
included QInvest’s deal to talke UK
stockbroker Panmure Gordon private
in partnership with former Barclays
chief executive Bob Diamond and now
head of Atlas Merchant Capital.

“He is very understated, reserved
and professional,” Diamond said of
Sheilh Jassim. “He is easy to get to
know and very open.”

One acquaintance says that Sheikh
Jassim is seen in St Tropez on yachts
during summers and is a member of
Robin Birley's private members’ club
5 Hertford Street in Mayfair. His
preferred car of choice when in
London i a Mini Cooper, according to
another acquaintance.

And the family is well acquainted
with London. HBJ's portfolio includes a
50 per cent stake in restaurateur
Richard Caring’s empire that is home
to members’ club Annabel’s and the
Ivy chain of eateries. Together with the
former emir, HB] owns a controlling
stake in the Maybourne Group, which
owns London hotels such as Claridge’s
and the Connaught.

Diamond describes Sheikh Jassim as
a"very professional, thoughtful, very
long-term investor. What strikes me is
he is hugely focused on protecting the
downside.”

The Qatari investor is betting that a
successful bid for Manchester United
will provide plenty of upside.

Simeon Kerr, Arash Massoudi, Andrew
England and Owen Walker, with
additional reporting by Samuel Agini and

Robert Smith

Remuneration

European bosses hit easy targets for green bonuses, pay report shows

ATTRACTA MOONEY
CLIMATE CORRESPONDENT

Bosses at Europe’s largest companies
received “surprisingly high” bonus lev-
els for meeting goals to cut carbon
emissions in 2022, easily achieving
their targets despite inadequate
progress on global warming, the latest

For the carbon target-linked payouts by
companies in the Stoxx Europe 50 index
disclosed in 2022, half were paid out at
100 per cent of the total available bonus
pot, while the average was 86 per cent.
“Current levels of payout don't seem
consistent with the slow progress we're
making on climate change,” said Tom

pertreport finds.

More than three-quarters of Europe’s 50
largest companies now include some
form of carbon target in their executive
pay packages, a report from PwC and
theLondon Busi 1 said

Gosling, Llow at LBS Leader-
ship Institute and an adviser to boards
on pay for two decades.

Companies that have introduced cli-
mate-related targets in pay include
Shell, where work on the energy transi-

i for10 per cent of the exec-

The robustness of these targets and
the ease with which business leaders
were being awarded “green” bonuses
was called into question by the study.

utive long-termincentive plan.

102021, Shell awarded 180 per cent of
amaximum of 200 per cent of the LTIP
that waslinked to the energy transition.

https://ft.pressreader.com/v99f/20230225

Initsannual report, Shell said the pay- ¢

ot for Ben van Beurden, then hiet  CULTENT

executive, and Jessica UhL, former chief  levels of

financial officer, came after the grou P

met decarbonisation targets and et PAYOUL

oped new renewable energy projects, as

wellasinvesting in venturesto produce 1 sistent

low-carbon fuels. Shell has committed

to reducing the carbon intensity of the ~ With the

energy productsit sells by 20 per cent by slow

2030, and by 45 per cent by 2035, but

nottoareductioninabsoluteemissions.  Progress
‘The inclusion of climate-related tar- o) (Jimate

gets in executive pay is relatively new )

and comes as big European investors ~change

such as Amundi and Cevian push for

businesses to include environmental,

social and governance metrics when

deciding bonuses. Harlan Zimmerman,

don'tseem

senior partner at Cevian Capital, said
carbon metrics in pay packages needed
tobe measurable and transparent.
“Companies that fail to do that should
expect to be accused of greenwashing,

and i i lose st sup-

BUSINESS

WEEK IN REVIEW

Bao’s cash plans

& Missing Chinese investment banker Bao Fan, pic-
tured below, the billionaire founder and chair of
investment bank China Renaissance, was preparing
to move some of his fortune from China and Hong
Ko i i accord-

P
ing to peoplewith knowledgeof hisplans.

o Google claimed a breakthrough in correcting for
the errors inherent in today’s quantum computers,
marking an early but
potentially signifi-
cant step in overcom-
ing the biggest techni-
cal barrier to a revo-
lutionary new form of
computing.

® US curbs on China’s
access to advanced
technology are killing
its viability as a manufacturing base for exports,
according to Hideo Tanimoto, head of Japan’s
Kyocera, as one of the world’s largest makers of chip
components shiftsits production out of the country.

© HSBC raisedits dividend to the highest level in four
years and said it might make a special payout next
year as the bank seeks to fend off break-up calls from
itslargest Chinese PingAn.

& US prosecutors widened the criminal case against
FTX founder Sam Bankman-Fried, adding new
charges and detailing a “series of systems and
schemes” through which they allege he siphoned off
billions of dollars from customer deposits at the
failed cryptocurrency exchange.

Prosecutors say FTX founder Sam
Bankman-Fried used ‘systems and
schemes’ to siphon off billions of
dollars from customer deposits

 Lloyds Banking Group forecast that the boost from
UK interest rate rises would start to fall next year
even as it reported statutory fourth-quarter profits
of £1.8bn, up 80 per cent year onyear.

® The chief executive of Vanguard, Tim Buckley,
defended his decision to pull the world’s second larg-
est asset manager out of an industry-wide alliance to
tackle climate change, saying the group’s “voice was
being drowned out”.

& Tobacco group Philip Morris Infernational admit-
ted that it would “rather keep” its business in Russia
than sell on stringent Kremlin terms, highlighting
the challenges for companies trying to leave the
country after last years invasion of Ukraine without
takinga huge financial hit.

& John Henry, the US owner of the English Premier
League’s Liverpool FC, said the club would not be
sold, capping three months of exploring options

£652mn 80«

Annual profits Lloyds Banking
reported by Group's year-on-
Rolls-Royce, arise | year gainin

of 57 per cent quarterly profits

amid a tumultuous market for professional sports
teams.

o Hedge fund manager Chris Hohn demanded that
Airbus abandonits bid fora stake inthe

port for their pay plans,” he added.
Inresponse to the 2015 Paris agree-
‘ment to keep the global temperature
rise to well below 2C and ideally 1.5C
above pre-industrial levels, about a
third of publicly-held companies glo-
Dally have set targets to cut their emis-
sionstonet zero by 2030 or 2040.
However, global carbon emissions
were estimated to have reached 37.5bn
tonnesin 2022, arecord high, according
to the Global Carbon Project. Tempera-
tureshavealready risenatleast 11C.

cyber security arm of French IT company Atos, sug-
gestingthat the deal was politically motivated.

& Rolls-Royce’s new chief executive, Tufan Ergin-
Dilgic, promisedaradical revamp of the UK engineer-
ing company even as the recovery in aviation helped
it post a 57 per cent rise in annual profits to £652mn
last year, sending shares up more than 20 per cent.

o Bentley is to end production of its flagship 12-
cylinder engine in April 2024 inits shift to electrifica-
tion, becoming the first of the luxury car brands to
call time on combustion eratechnology.
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COMPANIES & MARKETS

Apocalyptic TV show and anime

cartoons p

ower Sony's expansion

Incoming president set to inherit an electronics brand thatis morphing into a media behemoth

LEO LEWIS AND KANA INAGAKI — TOKYO

Ifyour world revolves around the fate of
Joel, Ellie and the Fireflies, it probably
means one of two things: either you are
addicted to the post-apocalyptic televi-
sion series The Last of Us or you are a
financial analyst with a “buy” rating on
Sony.

Either way, there are nail-biting
weeks ahead, especially for chief finan-
cial officer Hiroki Totoki who will offi-
cially be put on track to head the Japa-
nese group when he takes over as presi-
dent this spring.

For long-term Sony watchers, The Last
of Us symbolises the culmination of a
decade-long metamorphosis. It is a cor-
porate transformation carried out
under two successive chief executives
and set to be entrusted to a third, with
Hiroki’s promotion seen as the latest
step before he eventually inherits the
topjob.

This process, which veteran Sony ana-
lyst David Gibson at MST Financial
describes as “remarkable”, has steadily
converted Japan's best-known con-
sumer electronics brand into aless well-
understood blend of specialist hardware
‘maker and international mediagroup.

“Ithas focused on beingreally good at
a few things, rather than trying to be
averageatalot of things,” said Gibson.

Itis the focus on the media business,

say analysts, that defines the new Sony,
acompany that has built globally signif-
icant positionsin a broad range of enter-
tainment genres at atime of wallet tight-
ening and as the battle between rival
streaming services intensifies.
In the first nine months of the finan-
al year ending next month, 48 per cent
of the group’s operating profits came
from games, music, films and TV. Ana-
lysts expect that ratio to climb to more
than 56 per cent in the financial year
that endsin March 2024.

Those same analysts, traditionally
obsessed with Sony’s TV sales and fluc-
tuating competitiveness in mobile
phones, must now comb media news for
reviews of Spider-Man movies, the buzz
around trailers for TV shows based on
Sony games and the record-breaking
streaming numbers of Mariah Carey’s
hit song “All I Want for Christmas Is
You”.

‘Among Sony’s strongest new suits is
itsglobally dominant position in the dis-
tribution of Japanese anime cartoons —
a business that has been significantly
expanded both financially and geo-
graphically by the advent of streaming
services.

Bolstered by the $1.2bn purchase of
AT&T’s anime streaming service
Crunchyrollinlate 2020, whichnow has
10mn paid subscribers, the group has
built what is generally understood as
theworld’slargest portfolio of anime.

As a result, Sony has adopted an
“arms dealer” strategy — distributing
titles across multiple rival streaming
platformsto maximise profits.

“In terms of owning the IP and distri-
bution for animation, Sony owns most
of them,” said Jefferies analyst Atul
Goyal. “They’re making all the right
moves in video games, animation and
TV. They are now essentially a media
company.”

Sony’s anime strategy has evolved ata
crunch moment. During the pandemic,
according to Association of Japanese
Animations data, Japanese anime
spread more extensively to audiences
outside Japan.

The most recent figures available in

Streaming
successes: Bella
Ramsey in “The
Last of Us’ and
“Demon Slayer
The Movi
Mugen Train’

Collecton ng/Ufctabie/Alamy

2021 show the global market for Japa-
nese anime grew to arecord high ¥2.7tn
($20bn). Estimates by SkyQuest Te
nology Consulting, and used by several
Sony analysts to inform their own fore-
casts, suggest the global anime market s
now growing at 10 per cent a year and
couldreach avalue of $47.14bn by 202

More importantly, however, the mar-
ket outside Japan represented ¥1.3tn of
that 2021 total. In the intervening
months, say analysts, the balance will
‘have shifted definitively in favour of the
global market and, for the first time,
anime will make more money overseas
thaninits domestic market.

But The Last of Us, said Macquarie
analyst Damian Thong, marks an
important next step in the transforma-
tion, in which Sony is able to leverage its
different media businesses to profit bet-
ter fromits intellectual property.

The Last of Us was first launched as a
2013 PlayStation game from one of the
company’sin-house studios, around the
time the campaign to reinvent Sony
began.

The title became a broader games
franchise that sold 57mn copies — a fan
‘base that guaranteed a significant global
audience for the show, even before it
hadbeen made. The TV show, currently

Deing streamed by HBO in the US, was
described by Thong in a note to clients
as “possibly the best-ever video game
adaptation for television or cinema”.
Others have dubbed it “Sony’s Game of
Thrones”.

The effect of its sus Thong said,
would now raise expectations for the
future TV outings for the many other
blockbuster games titles that Sony's
own studios have produced. These
include Horizon Zero Dawn, which is
Deing produced for Netflix, and God of
Warfor Amazon Prime Video.

“Now, Sony probably takes a piece of
my spending every time I listen to a
Clash song or watch The Boys on Ama-
zon,” said longtime Sony watcher Pel-
ham Smithers. “If I were a Spider-Man
fan, they'd probably take a small for-
tune off me this year, with all the Spider-
Man universe product out across film
andgames.

But Smithers sees plenty of areas of
risk for Sony. Its shares, though more
than 10 times higher than they were at
the start of the transformation process
in2013, are now 21.5 per cent lower than
they were at the end of December 2021,
when the stock reached a 21-year high.
The fall follows concerns that chip
shortages were delayingtherollout of its

‘IfTwerea

“Spider-Man”

fan, they'd
probably
take a small
fortune off
me this year,
with all the
universe
product out
across film
and games’

flagship PlayStation 5 console and that
consumer spending on games generally
would fall post-pandemic.

It is against this background that
Totoki will be promoted to president
and chief operating officer from April.
Among investors, the 58-year-old
finance chief had long been considered
the natural successor to chief executive
Kenichiro Yoshida, with the duo playing
a pivotal role in stemming a decade of
losses at the group’s consumer electron-
icsbusinesses.

‘Totoki, a maverick known for his role
in setting up Sony s online banking busi-
ness, has already signalled that he will
implement Yoshida’s overall strategy.
But while the group is forecasting record
revenue for the current financial year,
Totoki will be tasked with navigating a
slowdown in the global economy, geapo-
litical risks and climate challenges.

“Ifeel a strong sense of crisis that we
are on the brink of whether we can tale
advantage of the rapid advancement in
technology .. . to drive further growth
or face disruption,” Totoki said at a news
conference this month.

Minami Munakata, an analyst at
Goldman Sachs, said she expected the
transformation process to continue
under Totoki and that operating profits
from th ibined entertainment busi-

Sony

Operating income, Q3 2022 (%)
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nesses would account for 61 per cent of
the total inthe 2026 financial year.

“We believe investors are aware of
that transformation, so one of the major
debates is how to value the company,”
shesaid.

Although there is ample opportunity
for more The Last of Us-style synergy
between divisions in the future, Sony
has still been slow to unleash that. MST
Financial’s Gibson said the company
risked being left behind because of its
Jegacy businesses.

“Prior CEOs have spent billions on
small R&D projects and ideas, looking
for the next big thing or the next Walk-
man,” he said. “Innovating for a$120bn
company thatis material is very hard.”

Financials
JPMorgan
pressed to
release Dimon
papers for
Epstein cases

JOE MILLER AND JOSHUA FRANKLIN
NEW YORK

JPMorgan is facing renewed pressure to
hand over documents from Jamie
Dimon, its chief executive, in litigati
accusing the bank of keeping Jeffrey
Epstein and his associates as customers
despitenumerousred flags.

Lawyers involved in two separate court
cases — one brought by an alleged
victim of the late sex offender, and the
other by the US Virgin Islands, where
Epstein had a home — respectively
urged a New York judge to compel the
release of Dimon’s communications
before 2006, and from 2014-19.

JPMorgan, with which Epstein
banked from 1998 to 2013, “has to date
failed to produce any documents from
before 2006, and is refusing to review
pre-2006 materials” for custodians
including Dimon, “claiming that doing
s0 would be unduly burdensome”, law-
yers for the unnamed victim wrote.

The US Virgin Islands, which has
accused JPMorgan of “knowingly, reck-
lessly and unlawfully” facilitating the
provision of funds paid to Epstein’s
recruiters and victims, reiterated its
allegation that “Dimon was personally
involved both in decisions to retain
Epstein’s accounts in the face of
acknowledged high-risk activity .
and in meetings and review relaled m
Epstein’s referrals of prominent and
high-wealth potential clients”.

Central to the US Virgin Islands’ argu-
ment is a consent order that was issued
in early 2013 against JPMorgan by the
Office of the Comptroller of the Cur-
rency, a US banking regulator, which
identified compliance deficiencies at
the bank.

The US Virgin Islands argued it “is
entitled to discover what JPMorgan did
and learned regarding Epstein and
the applicable compliance program
Detween 2013and 2019”.

Lawyers for the Epstein victim said
the fact that he had already developed a
close personal relationship with Jes Sta-
ley, a former JPMorgan executive, in
2000, after which the future Barclays
boss made multiple visits to Epstein’s
properties, proved that “documents
from the 1998-2006 period” would “be
highly relevant” to the unnamed
woman's sex-trafficking claims.

Last week, a partially unredacted
complaint filed by the US Virgin Islands
also alleged that Dimon was privy to a
review of Epstein’s account following his
arrest in Florida on soliciting prostitu-
tion charges in 2006.

An internal email cited in the com-
plaint reads: “I would count Epstein’s
assets as a probable outflow for '08
($120mn or s0?) as I can't imagine it will
stay (pending Dimon review).”

JPMorgan said: “We have found no
evidence of, nor does [Dimon] recall,
suchareview.” The bank did not imme-
diately respond to a request for further
comment on the new demands. It has
previously characterised both lawsuits
as “meritless”.

Asked by CNBC on Tuesday about the
Epstein case, Dimon said he could not
discuss specific litigation.

Epstein pleaded guilty to state prosti-
tution offencesin Floridain 2008. After
media coverage put renewed attention
on that case, he was charged by federal
prosecutors in New York in 2019 with
trafficking and sexually abusing dozens
of girls. He died by suicide in jail a few
weeks later.

Oil & gas

Cost inflation takes chunk out of US shale cash haul after bonanza year

MYLES MCCORMICK — NEW YORK

Persistent cost inflation is putting pres-
sure on US shale oil and gas groups this
year, the heads of the sector’s largest
producers have warned, even as they
reportrecord results for 2022.

Companies such as Devon Energy, Pio-
neer Natural Resources and EOG
Resources that lead exploration in shale
rock regions earned outsized profits last
year after energy prices soared in the

ake of Russia’s full-scale invasion of
Ukraine.

0il and natural gas prices have since
slid below levels before the invasion.
Costs such as equipment and labour
continue to escalate, however, prompt-
ing the biggest operators to brace for a
smaller cash haulin 2023.

“We've seen anywhere between 30
and 50 per cent inflation — depending
on which cost category you're talking
about — that’s what we're walking into
in 2023,” Jeff Ritenour, chief financial

officer of Devon Energy, one of the big-
gest shale operators, told analysts on its
carnings call.

“I know everybody is tired of talking
about it —I certainly am as well,” he said
of inflation’s impact.

Duringthe past two we of the

spending would rise another third in
2023.EOG traded 4 per cent lower after
market hours late on Thursday after it
predicted another sharp rise in well-
head costsin 2023,

Fana Yacoh EOG's chief executive,

biggest shale oil operators have
reported earnings that dwarfed any pre-
vious year, allowing them to shower
recordreturns onshareholders.

Devon’s $6bn in annual net profit
more than doubled year on year from
$2.8bn. Pioneer’s more than tripled to
$7.9bn from $2.1bn in 2021, its previous
record. EOG, which reported on Thurs-
day night, earned $7.8bn, up from
$4.7bn the previousyear.

Despite the cash bonanza, markets
were largely unimpressed. Shares in
Devon closed down more than 10 per
cent the day after its earnings report
revealed higher than expected capital
spending to cover production costs at
the end of 2022 and the company said

https://ft.pressreader.com/v99f/20230225

inflationary
envir onmem as the group estimated
another 4 per cent increase in well costs
in 2023 after a7 per centrisein 2022.
The cost of casing, the pipe used to

line wells, has almost tripled over the
past year and a half to $110 a foot,
according to Diamondback Energy,
another big US shale producer.

Kaes Van't Hof, Diamondback’s chief
financial officer, told investors this was
the “biggest headwind” for the sector.

“I think the headwind is going to ease
—ifnot, it’salittle bit out of our control,”
hesaid.

Morgan Stanley said that while there

Ajack pump in
the Permian
Basin, Texas.
Shale groups
say well costs
are increasing
after a year of
soaring profits
s MorfRetes

weresigns inflation was slowing in some
areas, most management teams were
still budgeting for a 10-20 per cent rise
in capital spending in the year ahead,
bitinginto earnings.

Rystad Energy, a consultancy, esti-
mated free cash flow, a key industry
metric defined as cash from operations
less capital expenditure, among shale
oil producers peaked at $104bn last
year. It expects this will fall to about
$87bn in 2023 as rising costs drive up
spendingrequirements.

“With oil prices expected to be lower
in 2023 and well cost inflation remain-
ing an issue — albeit with the pace of
inflation easing — free cash flow will
probably be down from 2022 levels,”
said Matthew Bernstein, analyst at Rys-
tad.

Shale groups funnelled unprece-
dented amounts of cash back to share-
holders in the forms of dividends and
stock buybacks in 2022, responding to
Wall Street demands after a decade of

debt-fuelled drilling binges that caused
investorsto flee the sector.

Pioneer returned more than 95
per cent of its $8.4bn free cash flow to
shareholders as Scott Sheffield, chief
executive, boasted of a “fortress-like
‘balance sheet”. It will have less money to
return this year: 2023 free cash flow is
Tikely to fall to about $4bn, the company
said.

Companies vowed to continue return-
ing funds to investors this year, despite
pressure from US president Joe Biden to
use the cash haul to drill more to bring
down prices at the pump for motorists.
Biden has accused the companies of

“war-profiteering’

Bernstein said: “Significant growth is
still off the cards for the majority of
public shale oil E&Ps [exploration and
production companies], who have
continued to set cash return targets over
production targets and are not willin
to budge from focus on capital disci-
pline.”
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Gas weaponisation, grain
supplies, interest rates and
rouble among pressing issues

DAVID SHEPPARD, EMIKO TERAZONO
AND GEORGE STEER — LONDON
KATE DUGUID — NEW YORK

Russia’s invasion of Ukraine a year
ago reverberated through global
markets. With no end in sight to
Europe’s most intense conflict since the
second world war, the effects are still
beingfelt.

What has occurred in key markets
and what might happen next?

Running almost in parallel to Russia’s
invasion of Ukraine has been the energy
war that President Vladimir Putin
unleashed against Europe.

The squeeze on gas supplies started
carlier, in what many industry
commentators now believe was an
attempt to weaken Europe’s resolve
before the firstshots were even fired.

But Moscow’s weaponisation of gas
supplies ramped up dramatically as
western powers threw their support
behind Kyiv.

Russian gas exports, which once met
about 40 per cent of Europe’s demand,
have been cut by more than
three-quarters to EU countries in the
pastyear, stoking an energy crisis across
the continent.

But Putin’s energy war is no longer
going to plan. Senior figures in the
industry believe that, for all Russia’s
undoubted sway in oil and gas markets,
the president is now staringat defeat in
markets he once thought he could
dominate.

“Russia played the energy card and it
did not win,” Fatih Birol, head of the
International Energy Agency, told the
Financial Times this week.

“It wasn’t just meant to cause pain in
Europe for its own sake it was designed
to change European policy,” said
Laurent Ruseckas, executive director at
S&P Global Commodity Insights. “If
anything, it made Europe more deter-
mined not to be bullied into changing
positions.”

European gas prices have fallen by
85 per cent from their August peak,
bolstering the wider economy that now
looks likely to avoid a deep recession.

The continent also avoided the worst
potential outcomes such as outright gas
shortages or rolling blackouts, which
once seemed a distinct possibility.

Indeed, there are signs that Europe is
now better placed to tackle next winter
too.

Relatively mild weather and Europe’s
success in tapping alternative supplies
such as seaborne liquefied natural gas
means storage facilities across the
continent are far fuller than normal for
thetime of year.

Gas in storage stood just below
65 per cent of capacity as of Wednesday,
according to trade body Gas
Infrastructure Europe, with only a
‘month of winter still to run. On the day
of Russia’s invasion, gas storage stood at
just29 per cent.

“The storage refill issue for next
winter is no longer a big burden,” said
Ruseckas.

Devastation:
the village of
Bohorodychne
in the Donetsk
region, which
was captured by
Russia during
the conflict but
then later
retaken by
Ukraine forces
Ther Tachov/AFP/Getly

Commodities. Conflict fallout

Traders ride Ukraine war rollercoaster
one year on from Putin’s invasion

‘ European gas prices have
tumbled 85% from last

Wheat prices are back to
pre-war levels

Bond yields have jumped
since the invasion
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Longer term traders such as Pierre
Andurand, who has run one of the
world’s most successful energy funds for
more than 15 years, thinks Putin has
already lost as he’s obliterated his
relationship with Russia’s main gas
customer.

‘While Russia wants to sell more gas to
Asia, it could take a decade to reorient
its pipelines east with the gasfields that
once supplied Europe not connected to
theline that it usesto feed China.

Andurand argued this month that
Chinawouldalsobe ina position to force
a hard bargain with Moscow on price
and would not want to repeat Europe’s
mistake of becoming too reliant on any
onesupplier.

“Once Russia can only sell gas to
China, Beijing will be in a position to
decide the price,” Andurand said.

Europe still faces challenges. While
gas prices have plummeted from the
near $500 a barrel level (in oil terms)
they reached in August, they remain
two to three times higher than
historical norms.

Russia still supplies about 10 per cent

of the continent’s gas along pipelines
running through Ukraine and Turkey.
Should Moscow decide to cut those
supplies, it is likely to push prices back
higher, although it may be wary of
alienating Turkey.

Europe will also potentially face
stiffer competition for LNG supplies
with Asia this year as China’s economy

‘Tt wasn't just meant to
cause pain in Europe for its
own sake, it was designed
to change European policy’

reopens after the end of zero-Covid
policies, though there is some initial
evidence that Beijing is more price-
sensitive than feared.

International traders are also focused
on the extension of the Black Sea grain
export deal between Kyiv and Moscow
thatisd month

transit of grain ships in the port of
Istanbul.

The agreement, brokered by Turkey
and the UN last July, allowed Ukrainian
grain shipments to flow through the
Black Sea, bringing prices down from
their post-invasion peaks.

Grain prices have since fallen to pre-
warlevels although they remain histori-
callyhigh.

Ukraine had been a leading player in
the food commodity markets before the
war, accounting for about 10 per cent of
the global wheat export market, just
under half of the sunflower oil
market and 16 per cent of the corn
market.

Last November, the deal was
extended despite Putin’s threats to
terminate it and there is heightened
uncertainty over how Moscow will act at
the negotiation table.

This comes amid Ukrainian
accusations that Russian inspectors
were deliberately delaying the

Our global
“If [the deal] is renewed, that’s great  team gives you
news, but if it’s not done, then market-moving
you're going to have an news and views,
issue there with supplies,” warned John 24 hours a day
ftcom/markets

Baffes, senior agricultural economist at
the World Bank. “Those issues are going

to affect mostly countries in north
Africaand the Middle East.”

Inflation was already elevated in
February 2022 as prices were pressured
higher by snarls in supply chains and
the enormous fiscal stimulus unleashed
to temper the worst effects of the
Covid-19 pandemic.

But those forces had been understood
by central banks as transitory. The
sanctions placed on Russia at the start of
the war drove up the prices of oil, gas
and coal — among other commodities —
adding to already-high inflation and
renderingit more persistent.

Even as supply chains were
unblocked and pandemic cash was
spent, inflation continued torise.

The persistence of that inflation has
forced central banks to raise interest
rates higher and higher, lifting yields on
sovereign debt.

Two-year sovereign bond yields,
which move with interest rates, have
risen more than 2 percentage points in
Germany, the UK, the US and Australia,
amongothers,in the last year alone.

As the cost to borrow has risen for
sovereign nations, so it has for
companies, pushing corporate bond
yields higher and stock prices lower.

There’s little chance they will fall
soon. Although inflation globally has
begun to slow, the pace remains far
above target for many central banks,
which have vowed to continue their
fight.

One year on from Russia’s invasion of
Ukraine and the rouble’s value against
the dollar is close to where it was at the
start of the conflict — although there
have been plenty of twists along the way.

The Russian currency halved in value
toarecord low of Rbs150 to the dollar in
the month after Putin ordered troops
into Ukraine, despite Russia’s central
bank more than doubling interest
rates to 20 per cent in late February in
an attempt to calm the country’s
increasingly strained financial system.

European and US sanctions swiftly
followed, designed to cut Russia out of
the global payments system and freeze
the hundreds of billions of dollars of
reserves amassed by the Bank of Russia.

In late March, an emboldened
President Joe Biden declared that the
rouble had been “almost immediately
reduced torubble” asaresult.

Then came the rebound. Moscow’s
imposition of capital controls meant
that the rouble had recovered almost all
of itslosses by the start of April.

The currency was also helped by the
continued flow of oil and gas exports.

It has gradually weakened since July,
however, when it touched Rbs51 against
the dollar, a level last seen in 2015.
Todayittrades at Rbs75.

With Russia’s capital account all but
closed for major hard currencies, “the
exchange rate does not perform its
forward-looking role based on
expectations, it only reflects day to day
trade flows, most of which is energy
trade,” said Commerzbank analyst
‘Tatha Ghose.

He said he expected the rouble to
continue to depreciate against the dollar
in 2023, dragged lower as western
sanctions on Russian oil weighed on the
country’s current account.

Asset management

Strive backs Ramaswamy’s ‘anti-woke’ crusade

BROOKE MASTERS AND
PATRICK TEMPLE-WEST — NEW YORK

When Vivek Ramaswamy, the crusader

Pioneer of US private equity
industry Lee dies aged 78

the hedge fund investor who mostly
donates to Democrats, has provided
funding for Strive and publicly backed

against “woke
arun for the US presldency this week,
he resigned from active involvementin
Strive, the anti-ESG fund manager he
founded.

His investors and co-workers are
nevertheless pressing ahead with plans
to provide an “anti-woke” alternative
not just to BlackRock and State Street,
the index fund giants, but also Institu-
tional Shareholder Services and Glass
Lewis, the proxy advisers.

Ohio-based Strive markets itself as a
provider of exchange traded funds for
investors who believe that companies
have become too involved in societal
issues such as racial equity and climate
change.

That cause has been taken up by some
of the most high-profile Republican pol-
iticians, including Ron DeSantis, the
Florida governor widely expected to
make his own presidential run.

Strive’s financial backers include
Peter Thiel, the billionaire investor, and
Howard Lutnick, the Cantor Fitzgerald
chief executive. Both are big donors to
Republican candidates. Bill Ackman,

campaign.

Strive has $600mn in assets under
‘management in eight funds, almost
entirely from retail investors.

However, it launched an ETF for
emerging markets, Ex-China (STXE),
this month that included $100mn in
seed money from an unnamed institu-
tional investor, its first such backing.

vaepresldentAnsonFrenckssmdll
alsolaunched a proxy advisory business
last month. It will provide advice on
voting on directors and shareholder

Vivel e
ificant shareholder in Strive

https://ft.pressreader.com/v99f/20230225

proposals toinvestors who think ISSand
Glass Lewis use too many environmen-
tal, social and governance factors.

“Were on a much faster trajectory
toward $1bn in assets than any other
ETE start-up,” he said. “Strive’s mission
is bigger than just one man.”

Strive’s largest fund, DRLL, tracks an
mdex of energy stocks and promises to

politics but critics said he was trolling
forbusiness for Strive.

“Heis trying to use the culture wars to
personally profit,” Andrew Behar, chief
executive of As You Sow, which files
shareholder proposals on behalf of
investors, said of Ramaswamy.

As Republican-controlled states have
pulled funds from BlackRock over ESG
investin sawan opportu-

focus on profits
over pohu s/ESG". It is up more than 10
per centsinceitsinception last August.

Strive’s index products are not the
cheapest. DRLL charges 40 basis points,
four times what State State does for a
similar ETF, and STXG, its ETF that
invests in 1,000 growth companies,
charges 18bp — more than double Van-
guardss.

But Strive’s offerings are deliberately
pitched to be within a basis point or two.
of BlackRock’s iShares. BlackRock has
been the target of Republican boycotts
overit.

nity to benefit, Behar said: “This is the
new brand of Republicans — to tell
investors howtoinvest.”

Before Ramaswamy stepped down,
Strive announced plans to target
Chevron and Home Depot in the 2023
proxy season. It seeks to reverse the
energy company’s aspirational target
for reducing the emissions of its supply
chain and customers and to roll back the
home improvement chain’s plans for a
racial equity audit.

Both measures were requested by

Before declaring his candidacy,
Ramaswamy was frequently seen at
gatherings of Republican state treasur-
ers and other officials with power over
state investments, including pension
funds.

He spoke about his belief that large
companies have too much power over

seasons.

Matt Cole, Strive’s chlef investment
officer, said the group will step up its
activity as more companies begin
holding their annual meetings.

Ramaswamy, who remains a signifi-
cant shareholder in Strive, which is a
private company, did not return a
request forcomment.

ANTOINE GARA — NEW YORK

‘Thomas H Lee, a billionaire financier
who led some of the private equity
industry’s most successful deals during
its early rise in the 1980sand 1990, has
diedat theage of 78.

Lee founded Thomas H Lee Partners in
1974, a boutique investment outfit
that perfected the early art of leveraged
buyouts and grew to become one of
the industry’s largest firms by the
mid-1990s after a string of successful
deals highlighted by the takeover of
beverage company Snapple.

By the mid-2000s, Lee had become
one of the wealthiest private equity
investors in the US and his Boston-
based firm was among the industry’s
Targest by assets, managing more than
$12bn, and a prolific dealmaker in a
boom of large takeovers such as Dunkin
Brands and media ratings group
Nielsen.

In late 2005, Lee left his eponymous
firm, which is now called THL, to found
a New York-based private equity firm
focused on midsized buyouts, called Lee
Equity Partners.

The group manages $3bn in capital

and a portfolio of private holdings in
the financial services, healthcare and
business services sectors. His net worth
was estimated at $2bn at the time of his
death, accordingto Forbes.

“We are profoundly saddened by the
unexpected passing of our good friend
and former partner, Thomas H Lee,”
‘THL said ina pressrelease. “Tom was an
iconic figure in private equity. He
helped pioneer an industry and
mentored generations of young profes-
sionals who followed in his footsteps.”

The son of an executive at Shoe
Company of America, once the maker of
the Clark’s brand of shoes, Lee was
raised in the Boston area and graduated
from Harvard College in 1965 before
becoming a securities analyst in the
research department of LF Rothschild.

He cut his teeth as a director of
technology lending in the late 1960s and
early 1970s at First National Bank of
Boston before starting his own firm
focused on corporate buyouts, then
Kknown as “bootstrapped” deals because
of their heavy use of debt financing.

After finding success in the 1980s
and 1990s, Lee became an influential
philanthropist and avid art collector.
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On Wall Street

The day in the markets

What you need to know

Clever administrators
are needed at the Fed
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& Wall Street stocks slide on higher than
expected inflation figures

©UsS indices on course for biggest
weekly drop in more than two months
« European equities also hit while dollar
strengthens against euro

Wall Street stocks were on course for
their biggest weekly drop in over two
months yesterday affer the latest
evidence of stubbornly high inflation in
the world's largest economy unnerved
fraders.

The S&P 500 fell 1 per cent while the.
Nasdaq 100 was down 19 per cent by
midday in New York with both indices
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The figures followed recent strong
labour market and consumer price data
that had already stoked market
expectations the Fed has further work fo
doinlifting borrowing costs fo winits
battle against inflation.

Yesterday's numbers “all but ensure the
Fed will continue on its rate-hiking

‘ US stocks endure worst week since early December ]
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campaign for a lot longer than markets
anticipated just a few weeks ago”, said
Jeffrey Roach, chief economist for LPL
Financial.

Markets are now pricing in a rise in the
benchmark fed funds rate to between
5.25 per cent and 5.5 per cent by July —
more than half a percentage point higher
than where investors thought rates would
peak at the start of February.

Stocks were also dragged lower across
the Atlantic. The region-wide Stoxx
Europe 600 fell 1 per cent while London's
FTSE 100 dropped 0.4 per cent.

Frankfurt’s Xetra Dax declined 1.7 per

cent and the CAC 40 in Paris was down
18 per cent.

Investors were also concerned that the
European Central Bank would raise rates
further.

Joachim Nagel, president of the
Bundesbank and a member of the ECB's
governing council,said yesterday that
inflation was likely to “remain at very high
levels’, requiing “significant interest rate
hikes beyond March’.

The euro was down 05 per cent while
the US Dollar index, which measures the
currency against a basket of six peers,
was up 05 per cent. Martha Muir

Markets update
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Wall Street

Software group Adobe sank following a
report that its largest deal fo date was in
jeopardy.

Bloomberg said the Justice
Department was preparing an antitrust
lawsuit looking fo block the Photoshop
maker’s $20bn purchase of Figma, a
collaborative web design tool.

Since the takeover was announced,
concerns have been voiced that the
acquisition could curb the number of
tools available for creatives.

Falling to the bottom of the S&P 500
index was Autodesk, the design software
company, which expected revenue to land
between $5.36bn and $5.46bn for its
fiscal 2024 year — weaker than Wall
Street had forecast.

Beyond Meat climbed after the plant-
based food group reported a loss of $105
per share in the fourth quarter, narrower
than the $118 per share loss that analysts
were expecting.

Bank of America said it was aiming to
improve its gross margin by moving more
of its more production in-house and
consolidating its co-manufacturing
network from eight partners fo three.

Aircraft maker Boeing sank following
news that it had temporarily halted
deliveries of its 787 Dreamliner plane
owing to an issue related to a fuselage
component. Ray Douglas

Europe

French electrical refailer Fnac Darty
refreated a day affer fakeover
speculation propelled its shares up more
than 7 per cent.

News channel BFM Business said this
week that the group's second-largest
shareholder, Czech billionaire Daniel
Kretinsky, was considering increasing his
stake with a view to delist the refailer.

But in response, Jean-Brieuc Le Tinier,
Fnac Darty’s finance director, reportedly
said: “This is at the rumour stage.”

Valeo, the French automotive supplier,
dived despite achieving a record order
intake of €32.6bn in 2022, up 48 per cent
on the previous year.

Citi said sentiment heading into Valeo's
results was “relatively weaker”, a mood
compounded by a5 per cent miss on its
half-year operating profit and a 2023
outlook that implied a2 per cent cut to
earnings.

German chemicals giant BASF sank
after it prematurely ended its share
buyback programme, owing to “profound
changes in the global economy?, it said.

Better than expected results lifted
Sweden's Elekta. The healthcare group,
which specialises in products for cancer
and brain disorders, posted operating
profit for its fiscal third quarter that was
55 per cent ahead of Citi's estimate.

Ray Douglas

London

Theatre chain Cineworld plunged on
news its shareholders would probably see
the value of their equity destroyed.

The worlds second-largest cinema
chain, which filed for bankruptcy
protection in September, said it had
received “non-binding proposals” from a
number of potential suifors for some
parts of its operations. None, however,
was inferested in the enfire business

In light of its debt, Cineworld said that,
no matter what option it ook, it did not
believe there was “sufficient creditor
support for a plan that contemplates any
recovery for equity interests’”

The previous session’s strong rally in
Rolls-Royce was extended, sending it
back to near the top of the FTSE 100.

The launch of a strategic review
alongside better than expected free cash
flow boosted the engine maker this week.

At the bottom of the blue-chip
benchmark was British Airways owner
1AG despite reporting an operafing profit
of €1.3bn for 2022 — its first year in the
black since the start of the pandemic.

IAG's pullback could be down to its
“highly elevated” level of debt, said Russ
Mould, investment director at AJ Bell.

The operator, which has a market
capitalisation of around €9.3bn, had net
debt of €1039bn in 2022, although down
from €1167bn a year earlier. Ray Douglas
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