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Treason trial
Putin critic
gets 25 years

Russian opposition activist Vadimir
Kara-Murza stands inside an enclosure
during a court hearing in Moscow yes-
terday where he was sentenced to 25
yearsinprison fortreason.

His sentence is the toughest imposed
on an opponent of president Viadimir
Putinsince the start of the Ukraine war.

Kara-Murza holds British citizenship
and was a columnist for the Washington
Post. The UK Foreign Office said his sen-
tence was politically motivated, while
the EUcalled it “outrageously harsh”.

‘The activist had lobbied western capi-
tals to impose sanctions on individuals
accused of human rights violations in
Russia. One ofthe peoplewhohad sanc-
tions imposed as a result of Kara-
Murzas campaigning was Sergei Podo-
‘prigorov, a judge who was subsequently
appointed to preside over histrial.
Critic jailed page 2
Gideon Rachman page 15
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UK financial watchdogs walk a tightrope
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Savers withdraw nearly $60bn from
three US banks as Apple raises heat

@ Schwab, State Street and M&T hit  Tech group links with Goldman ® Market-leading interest rate

BROOKE MASTERS AND
MADISON DARBYSHIRE — NEW YORK

Big’ s
State Street and M&T suffered almost
$60bn in combined bank deposit out-

P ises. Th t0$325.7bn. Custody of the damagy by the failure
is just 0.37 per cent, accord- its fell 5 per cent to $224bn inthe  last month of SVBand the other lenders.

ingtogover data, versus the Fed's snmeperim‘l, while M&T Bank said mml Lastweek, JEMorgan Chase, Wells Fargo
of s its declined3 and Citigroup all announced they had

Thc deposit light from USbankshas  Customers have pulled arnund raked in billions of dollars in deposits
by the collapse last ~ $800bni fror i ;

interest on cash, at a clip that caught it
off guard and caused it to borrowat a
high'cost to cover the outflows.

“We're not oblivious,” said Walt Bet-
tinger, Schwab's chief exccutive, “We

flows in the first quarter
moved their money in search of higher
Teturns.

e Valley Bank and two
other US lenders, with cash moving out

Ina ign of the di-
tional banks, tech giant Appleand Gold

of bank pace

banks since March Jm year when the
Fed first started tolift ratesafter lenders
kept deposit rates relatively low while

State Street’s shares were down more
than 12 per cent at midday in New York.
after quarterly profits missed expecta-

¥

know that we ‘much of what
has gone on that has affected our near-
term earnings.”

 UBS analyst Brennan l-hwken said

man Sachs yesterday announced the
launch of a new savings account in the
US that will pay a market-leading
415per cent interest a year.

‘American savers have been yanking
cash out of low-yielding bank accounts
and ploughing it into alternative prod-
ucts such as Treasury bills that pay bet-
ter returns, allowing them to take
advantage of the Federal Reserves

Schwab said yesterday that deposits
dropped 11 per cent in the first quarter

First-quarter

Lex resulfs from

®  Schwab donot
offer a full picture
of the pressure it
will face In the

Page 16 coming quarters

Tl

under

Apple and Goldman will pay interest at
‘more than 10 times the national average
rate. It also outstrips rivals such as
American Express, which is offering
375percent.

Yesterday's bank results herald an
anxious start to a week when dozens of
regional and midsized banks report
their earnings, providinga fuller picture

Ron O’Hanley, State Street chief exec-
utive, said the sharp declines in the
bank’s shares “show the sensitivity
amonginvestors [because] there wasso

asuglyas
ftartd"mthm shmsnp27pu'ctnL

Shares in M&T were up 6 per cent in
midday trading, The bank did better
than expected on net interest income,
thegap between what it pays for depos-
itsand

‘much volatility”
Rates have risen so quickly that
Schveabs traditionally staid customer

Additional reporting by Kate Duguid in
London, Joshua Frankiin in New York and

h from
sl ek pays ey 0145 per cemt

Regulators take aim page &

» Air France and Airbus
cleared over 2009 disaster
A French court has acquitted
both companies of “involuntary
manslaughter” linked to a crash
that killed 228 passengers and
crew over the Atlantic. — paces

» Chinese house price jump
Prices of new homes have risen at
their fastest pace in 21 months, in
the latest sign of green shoots for
the second-biggest economy as it
recovers from Covid.— pace &

» EY cuts to hit consulting
The firm is to cut 3,000 jobs in
the US to tackle “overcapacity”.
The move comes days after the
collapse of a plan to spin off the
group’s consulting arm.— pAGE S

» Ping An presses HSBC
The Chinese insurer will demand
dividends at pre-Covid levelsand
reviews of the spin-off prospects
for the Asia unit, those familiar
with theissuc have said— race o

» Apollo eyes UK web seller
Shares in ccommerce retailer
THG have jumped more than
40 per cent afterit revealed it had
received an approach from the US
buyout group.— PAGE &; LEX, PAGE 16

» Pay defies drop in stock
At least 107 S&P 500 companies,
including Moderna and Marriott,
have given their chicf exccutives
pay increases even though their
shares declined.—rase s

Staying in, logging on
Spending change in past 12 months
G of US adults)
Cut Donot buy Have not cut
= ———

Sports fickets I
Cinoma tickets

[
Source: Moening Consult

Americans have prioritised staying oniine
s rising prices have squeazed budgefs.
Two in threa hava not cut back spending
‘on internat and mobile phone services.
But expenditure on spors events and
cinema fickefs has besn far less resillent
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Swiss-owned group trades Russian gold
via UAE subsidiary despite sanctions

HARRY DEMPSEY
AND CHRIS COOK — LONDON

ASwiss commodity trader’s Abu Dhabi

Open Mineral Ltd, registered in Abu
Dhabi a year ago and wholly owned by
Zug-based Open Mineral AG, imported

keep Russian oil and gold flowing. Open
Mineral's approach has similarities with
that of Paramount Energy & Commodi-

subsidiary has bought tens of millions ~ $44mn nf Russian gold to the United ties SA, a Swiss-based trader that owns
o of dollars of Russian gold despitea ban August and Jan- Encrgy and C i
Biden planlays ground for | ., syiss entities ing such  UATY, d  DMCCinDubai.
US boom, research shows activity, the latest evidence of a gap in by the Financial Times and confirmed ~ The FTreported lastmonth that Para-
e ¥ i ity trader. mount's Dubai-based entity had contin-
Analysis » PAGE S The were ued to trade Russi de. Paramount
Switzerland adopted the EU’s prohibi-  using Russian customs i i i the basis
tion last August of “the directorindirect  supplied to the FT by the Free Russia  that the Dubai company was operated
Australia As7000cesTy | import, purchase or transfer” of Rus- i “ i X
China. sian gold including shipments into third The UAE, the Middle East's main While Switzerland has mirrored the
“HongKeng 155 | countries, which was among western  trade hub, has positioned itself asaneu-  EU’s sanctions, its State Secretariat for
inda w20 | measures introduced in response to  tral regional power. Open Mineral AG—  Economic Affairs said “legally inde-
Indonesia #p45000 | Russian president Vladimir Putin’s backed by Abu Dhabi wealth fund  pendent subsidiaries of Swiss compa-
i ¥SrcXD | assault on Ukraine. However, a provi-  Mubadala—saidit “tookallappropriate  nies abroad ... [are] generally not
2 Wa500 | sion in Swi allows i firm that Open Mineral Ltd  bound by Swisssanctions provisions”.
:‘:;: fieassg | ©verseas units to trade Russian com- Bk e A Open Mineral AG said the UAE entity
Bl toozg | modities thatare “legally independent”  The transactions by Open Mineral’s had its ownoffice, directors, employees,
S SEB0GncGsTy | — @ term the Swiss sanctions enforce-  UAE subsidiary add to cvidence of a  bankaccounts and credit lines, and had
Taivean NTeo | ment: -declined todefine. playbook adopted by some traders to  paid no dividendsto the Swiss parent.
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Treason allegation

Russian invasion critic jailed for 25 years

Activist who also holds
British citizenship likens
case to Stalin-era show trial

POLINA IVANOVA — LONDON

arrestedin.

April

the mvaslun of Ukraine and was
treason, in Octol

The UK Foreign Office condemned

the sentence as politically motivated

and summoned the Russian ambassa-

dor, while the EU said it was “outra-

‘Vladimir Kara-Mi aRs
i L Iso holds British citi-

ly
the British ambas-

zenship, has been jailed for 25 years for
treason and “discrediting” the armed
forces after criticising Moscow’s inva-
sion of Ukraine.

The sentence handed down to Kara-
‘Murza, who likened his case to the show
trials of the Stalin era, is the tol
imposed on a political opponent of

sador to Russia who attended the trial,
described the case as “shocking”, add-

“A criminal case was opened against
him for a brave protest against Russia’s
e e S

Act.One

lhc new definition meant that “ any

final statement tuthccmln lastweelk

of
result of his campaigning was Sergei
Podoprigorov, the judge appointed to

activity .
that could theoretically help foreign
secret services better understand

published in the Post, say-
ing the description of him as an “enemy
of the state” echoed the show trials of

in Moscow.
According to Kara-Murza's lawyers,

rity, is already a reason to open a crimi-

‘Tsubscribe to every word
thatThave spoken and
every word of which I have
been accused by this court’

She added: “This puts any expert,
journalist, official or even ordinary Rus-
sians in an extremely vulnerable posi-

“Iwas sure, after twodecades spent in
Russian politics, afterall that I have seen.
and experienced, that nothing can sur-
prise me any more. I must admit that T
waswrong? he said.

1 il d that I have

Kara-Murza had caused “acute irrita-
Imu" by ]ubhylng for sanctions, and his

‘ment cxpresses solidarity with Viadimir

Kara-Murza and his family and

demandshis immediate release”
Pt

Kara-Murza, 41, who was also a col-
umnist for the Washington Post, was

ncap-
itals to impose sanctions on individuals
accused of human rights violations in

the trial was the first to deploy Russia's
new definition of treason, which was
cxpanded last July, the Kommersant

newspaper repor
‘Tatiana Stanovaya, senior f!]]aw at
the Carnegi id

said, served as “a warn-
ing to all anti-Putin activists — don't
comebackorwell put youinj:
A close ally of Boris Nemtsov, a Putin
critic who was assassinated in 2015,
Kara-Murza survived two suspected
in 2015 and 2017. He madea

spoken and every word of which T have
beenaccused by this court.”

One of his lawyers, Maria Eismont,
said that over the past year Kara-Murza.
had not been given an opportunity to
call his children. She also raised con-
cerns about the state of his health.
Additional reporting by Henry Foy in
Brussels

Putin hails
China military
links after
high-level
meeting

MAX SEDDON — MOSCOW.
JOE LEAHY — BELIING

Vladimir Putin has hailed Russia’s
military co-operation with China and
warned of security threats bcynm‘l m
war with Ukraine after meeting China’
defence minister in the latest sign o
deepening ties between Moscow and
Beijing.

The Russian president told Li Shangfu
that Moscow and Beijing were “regu-
larly exchanging useful information,

Scores have been killed as
rivalry between president
and his deputy turns ugly

DAVID PILLING — LONDON
ANDRES SCHIPANI — NAIROB

SAMER AL-ATRUSH — DUBAI

The fighting that has erupted in Sudan
between its armed forces and a paramil-
itary group known as the Rapid Support.
Forces pits the president against his
vice-president in a struggle for control
of Africa’s third-largest country.

Both men had emerged as leadersofa
transitional government after a 2019
coup that ousted Omar al-Bashir, who
ruledasadictator for 30years.

Now General Abdel Fattah al-Burhan,
president of Sudan’s military govern-
ment, and his rival, Lt General
Mohamed Hamdan Dagalo, better
known as Hemeti, vice-president and
head of the RS, are in open warfare.
Some fear the violence, which has killed
almost 100 civilians since Saturday,
could descend into full-scale civil war.

“Both sides have bases across the
country. Both see this fight in existential
terms. This isa pure power struggle for
‘who will control Sudan,” said Alan
Boswell, head analyst for the Horn of
Africa at Crisis Group, a think-tank.

North Africa. Power struggle

Sudan fighting stirs fears of civil war

“This waris alrcady dashing any hope:
foraquickrestoration of civilian rule.”
Hemeti's RSF began asa force, known
as the Janjaweed, created by Bashir to
fight acivil uprising in Darfur in western
Sudanandtoprotect himself.
‘Al-Burhan and Hemeti were formally
behind a process to move Sudan
towards democratic clections. Pros-
pects for that have pmg‘[esxwely

parti
ularly smr:Ahda].IaHnmde_ acivilian

i “Catchand bring hi iccorhewill  while Hemeti had interests ingold  “Each of
Khartoum dielikeadog”. mines and supporting the military in
S st nlyidence waa | Lt Venicn them has
yesterday. tusslc over the timetable by whichthe It escalates, the conflict will have 5o much
Below, top, RSF was to be integrated into Sudan’s  regional repercussions. Both Saudi Ara- ak
Abdel Fattah main armed forces, something Hemeti  bia and United Arab Emirates werebig At Stake,
al-Burhan,and  hadstronglyresisted. financial backers ofthe ransitional mil- DOt just
bottom, rival The clashes includ irraidson i, in which Hemetiwasakey 1o
Mohamed RSF positions. Sudan's military presi- figure, afterthe 2019 coup. P <
HamdanDagalo,  dent yesterday ordered Onew id the Saudis ~ economically

c b s ofthe “rebellious” RSE. Hemeti,mean- and the UAE had been supporters of |
Hemeti_ssn  while, accused al-Burhan of “bombing  Hemeti since the 2019 coup. “They gave o
Hodivnemeses civilians from the air”, adding: “We did  him a lot of cash for the past 10 years, financially

prime minister and part of a hybrid
transitional government, resigned in
2022 following asecond coup.

“The marriage of Hemeti and Burhan
was always a marriage of convenience
that was not likely to last,” said Chidi
Odinkalu of the Fletcher School of Law
and Diplomacy at Tufts University.

Now that the shooting has started, all
pretence of unity has vanished. Al-Bur-
‘han's forces are calling Hemeti a “crimi-
nal” and have put a price on his head,
while the RSF commander told Al
Jazeera Arabic newsthat, whenit comes
to his rival, his forces would either

not attack anyone. Our actions are
mtrcly a response to the siege and
assault against our forces.”

Mo Ibrahim, a Sudanese-British bil-
lionaire and head of an eponymous
foundation who has backed democratic
transition, said neither man was willing
to relinquish power and the control of
Iucrative resources that went with it

He's much stronger now because of
them,” he said, adding that Egypt had
been a backer of al-Burhan.
Saudiand the UAE are also, alongwith
the US and UK, part of the Quad group
that has sought to support the demo-
cratic transition. Both Gulf states are
concerned about instability on the Red

Sea,a key trade route, and fear the rise
of I

cially,” headded.
The armed

at stake, not 1blic, both
and finan-  have called
fordialogue to end the crisi.
lled much of factions of the

@
@ e
A

the country’s businesses, Ibrahim said,

military “risks sucking in many outside

actors and spilling across Sudan’s bor-
", said Boswell.

partnering in the sphere of military-
i AR R

exercises”.

Acclaiming the significance of their
partnership, Putin said Russia and
China’s defence ministries were “work-
ing just as actively” in other areas,
including on their economic relation-
ship, where Beijing has thrown the
Kremlin a lifeline after western sanc-
tions cut Moscow out of global markets
and supply chains.

The comments underscored Russia’s
growing reliance on China more than a
yearafterthe invasion of Ukraine.

Chinese president Xi Jinping made a
state visit to Moscow last month which,
Putin told Li, had been “very produc-
tive” and “touched on” defence.

‘The Chinese minister responded that
the two presidents were deepening the

“China-Russia comprehensive strategic
s ey e et
era”, Xinhuarepor

Xt nemenits gm:ml}y understood
as amultipolar world in which the Us is
nolonger the single dominant power.

The two sides would “make new con-
tributions to safeguarding global and
regional security and stability”, Xinhua
also quoted Li as saying, without giving
details of the substance of the talks.

Xi’s appointment of Li as Chinas top
military official in March was regarded
as provocative in the US. Washington
imposed sanctions on him in 2018 for
engaging in transactions with individu-
als affiliated with Russia’s defence or
intelligence sectors. Li was targeted for
his role in acquiring SU-35 fighter air-
craft and $-400 anti-aircraft missile sys-
temsfrom Russia.

‘The US has warned China against sup-
plying Russia, which has exhausted its
stocks of many weapons systems and

ition, with arms to boost its

Alex de Waal, a former African Union
adviser on Sudan, warned of the risk of
escalation. “It looks like the beginning
of acivil war. Both sides have constitu-
encies who are well-armed and deeply

sluggish progressin Ukraine.

Putin told defence minister Sergei
Shoigu that Russia needed to continue
developingits military capacity in other
theatres, such asLhc Pnciﬁcj wher: its

fearful of each other.
Sudanthatmnmd;blymzdsah.
Omeral-Digair, he:

™ Although Putin said Ukraine was ﬂm
“clear priority”

Congress party, one of the civilian
power brokers, said he had not givenup
hope foran eventual transfer to democ-
racy. “The priority s to stop the clashes
between the two military components
and Ithink there is noalternative for the
political process to result in the forma-
tion of a civiliangovernment,” he said.
Ibrahim said he feared that the mili-
tary, which has mostly ruled Sudan
since independence in 1956, would
never willingly relinquish power. “My
wish is for the ilitary sides to be

drills underlined the Kremlin’s mntm—
ued hostility to the west, which has
brought him closer to Xi even amid
scepticism in China over Moscow’s fal-
tering war effort. Russia held the drills
off the disputed Kuril Islands north of
Japan, prompting an official protest
from Tokyo. The Kremlin said the exer-
cises were in “strict accordance with
international law”.
‘The exercises came s G7 foreign min-

isters contintied meetings n Japan, and
a ith Russia sent

defeated. Sudan would be much better

capable bombersona flight over the Sea

without ither of them.” of Japan while Japan prime minister
itic ing: Sir Kerr, Dubai ioKishida visited Ukraine.
See The FT View Gideon Rachman see Opinion
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Financial reform

Panama eyes escape from global money-laundering ‘grey list’

MICHAEL STOTT — PANAMA CITY

Panama expects to be removed soon
from a “grey list” of countries that are
not doing enough to combat money
laundering, following years of pressure

I s the

FINANCIAL TIMES
il e
Cenral, Hong Kong.

‘Subscriptions and
‘Customer Service

3apan: Nickel Tokyo Newspaper Prinfing Center; Inc.
‘+10-5, Shinonome, Koto-Ku, Tokyo 135-0062

President Laurentino Cortizo said Lhc
Ccun—ai American nation

located,” th i : i

Lastyearit grew10 per

sure from the FATF
i i ing missed 2 2021

some US state h as Delaware were

deadline. In its latest review in Febru-
ary, it urged Panama to “swiftly com-
plete its action plan by June” or face

tax havens. “It’s important they also
deal with . . . their tax havens.”
Cortizo stressed “we are open, m.d 1
SR

The FATF was founded in 1989 to
combat money laundering, terrorist
financing and other similar threats to
the integrity of finan-

1SN 0015-0450
304,163,

hip, one of the hsl tasks

Pi-Dong. Jung-Ku Seoul, 100728

Advertising
Tek.(852) 2868 2863 asiaads@ftcom,

610088
Representafive, Anjall Mahindroo

pan
usxgned by the Financial Action Task
Force, an international watchdog.

“We are expecting to leave FATF s
grey list] soon, we are expecting it this

cial system. Its grey list includes nations
such as Syria, Albania, Nigeria and the
Cayman Islands.

Panama hit the headlines in 2016
when the International Consortium of
Investigative Journalists published the

ol S T et year,” Cortizo said. “We have madean  “Panama Papers’, a leak of documents
Letters o he ector s newspaper ffort. I havebeen personally  from Panama-based law firm Mossack
leters edtrgficom Iy memmer st pemitied it e following the team working on the Fonseca. It exposed the activities of
L, o ey, & e o issue” 214,000 offshore companies, some of
Pusished FT a1 rgitere rade marksof The Financal : g
Sl S A US embassy official confirmed  which sheltered millions of dollars of
i Floor, Nan Fung Tower, 3. “The Fnancil T there was a “really good possibility” hidden assets belonging to politicians
e A e e i W YRt o | i e iy M
" i could happen before the cnd of 2023if  Cortizo, a former cattle rancher,
Printed by Repaae s e oy T aicwimyur | enowgh progress was made on upload-  lamented that Panama was put on the
b 7;'& i . ing icial owner-  grey list and had been treated unfairly
s sl ial i s ship registry. also needed  since, as it was only home to 0.27 per
s/r nuu\m Ka¥ip Street, Ming Paolndustrial avallable. b d forpos-

et

Ta73 s,
or alternatively, emall syndication@ft com

https://ft.pressreader.com/v99f/20230418

Panama has been under intense pres-

“You have to ask where the other 99
per cent of the offshore companics are

lined and in bold, open to good invest-
‘ment”. He wants to sell Panama as “a.
country of opportunitieswhich respects
law and order”. Multinationals have in
recent years established regional head-
quartes there, drawn by a table, busi-

climate and

centandthis year isexpected to expand
another5 per cent, according tothe IMF.

Tlan Goldfajn, president of the Inter-
American Development Bank, last
month lauded Panama as an example of
‘economicrecovery from the pandemic.

Despite boastinga Miami-like skyline
and one of the highest levels of gross
domestic product per capita in Latin
America, Panama remains an unequal
society andwas shaken by weeksofanti-

good air and sea connections. The econ-
omy has been one of Latin America’s

Elections are due next year and
allhmlgh Panama allows re-election

Cortizo, 70, cannot run fora second con-
secutive term. Former president
Ricardo Martinelli is has announced his
intention to seek his party’s nomination
as a candidate. Designated by the US
state department for “significant cor-
ruption” and banned from entry but
even sotopping some early polls in Pan-
ama, Martinelli is facing twocourt cases
for corruption. His sons were sentenced
to three years imprisonment in the US
for laundering $28mn of bribes.

“It’s a decision for the people . . .

an enormous effort, says president

cight Cortizo
pointed out.
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Biden’s industrial strategy begins to bear fruit
US on brink of manufacturing boom as companies take advantage of legislation offering tax credits, grants and loans
AMANDA CHU AND OLIVER ROEDER from CATL, China’s battery giant, anda

NEW YOR

“The US appears poised for a manufac-
ing boom as companies tap into sub-
sidies offered by Joe Biden's administra-
tion with pledges to spend tens of bil-
lions of dollars on new projects, accord-
ingtoFinancial Times research.

The Chips Act and Inflation Reduc-
tion Act, passed within days of each
other in August last year, together
include more than $400bn in tax cred-
its, grants and loans designed to fostera
domestic semiconductor industry and
clean tech manufacturing base. The
package was aimed at countering
China’s dominance in strategic sectors
such aselectricvehiclesandrecapturing
jobs from abroad.

The FT identified more than 75 large-
scale manufacturing announcements in
the US since the passage of these
‘two industrial policies.
Semiconductorsand cleantech
Companies have committed roughly
$204bn in projects to boost US semicon-
ductorand clean technology production
asof April 14, promisingtocreate at least
82,000 jobs. While not all these projects
were a direct result of the passage of
these bills, they will probably be cligible

Tk

Clean tech and
top $200bn since IRA and Chlps Act
Cumulative tofal of all announced projects of at least
$100mn since August 2022, by month ($bn)

double the capital spending commit-
in2021

and nearly 20 times the amount in 2019,

The FT identified four projects cost-
ing at least $1bn each in the semicon-
ductor and clean tech sectors in 2019,
but 31 of that size after August 2022.

Semiconductors, electric vehicles and
batteries captured the bulk of invest-
ment. The FT identified 21 semiconduc-
tor-related investments and more than
three dozen projects aimed at boosting
the US electricvehicle supply chain.

Taiwan Semiconductor Manufactur-
ing Company’s $28bn expansion in
Phoenix marks the largest investment
to date, bringing the company’s total
spending in its Arizona fabrication
plants to $40bn, the mggm foreign
direct investment project in Ut

The FT looked at projects lnvﬂhrmg
investment of at least $100mn since the
Chips Act and TRA were passed, includ-
ingprojectsaimed at boosting manufac-

in the semiconductor, electric
vehicle, battery and clean energy sec-
tors. Our analysis was based on com-
‘pany and government announcements
and drew on data from fDi Markets,
Rystad Energy, Wavteq and the Semi-
conductor Industry Association.

‘The IRA included $369bn of tax cred-
its, grants and loans for clean tech devel-
opment, with bonus credits for projects
paying prevailing wages or located in
fossil fuel communities. The credits can
be accumulated, accounting for about
50 per cent of costs for some projects,
say accountants. The Chips Act provides
$39n in funding for semiconductor
manufacturingas well asmm of man-

ufacturing tax credi

“The industrial pnli[:y that'sbeingput
into place hasn't been seen for genera-
tions,” said Scott Paul, president of the
Alliance for American Manufacturing.
“This is a generational, transforma-
tional change that we're seeing in Amer-
icaand our productive capacity.”
Republican districts benefit
More than 75 per cent of all investment
is headed to Republican-held Congres-
sional districts, where it will create
58,000]jobs, accordingto FT data.

have secured far more investment
Cumulative tofal of announced projects since August
2022(Sbn)

districts Taiwan and South Korea have been the
largest foreign investors
Annaunced investment* (5bn)

$2.4bn battery plant being built by a
subsidiary of China's Gotion. Both Chi-
nese companies have been accused by
some Republicans of being fronts for the
Chinese Communist party. Virginia gov-
ernor Glenn Youngkin rejected a pro-
posal for the Ford project to be based in
his state, saying itwas a “Trojan horse”.

Chuck Thelen, North American vice-
president of Gotion, told a local meeting:
“There is no communist plot. The fact is
we already live ina global industry, and
to bring a Chinese manufacturing or a
multinational manufacturing site into
North America is the onshoring that our
past president really promoted.”
‘Racetothe bottom’

The competition isfierce towin the larg-
est manufacturing projects, with states
offering historicincentive packages.

Of the spending commitments
tracked by the FT, less than half — or
about $80bn — disclosed the size of the
subsidies they would receive from state
andlocal authorities, on top of the cred-
its available in the IRA and Chips Act.
‘The total size of the subsidies for those
that did disclose them was $13.7bn.

The largest disclosed incentive pack-
age was $5.5bn given to Micron for its

0 50 100 150
$20bn semiconductor fab in Clay, New
0 20 40 60 80 100 120 140 160 . us Yorle helplins Vhcatate Bcak Tessa othe
Republican v project. “We gave every penny that we
South Korea could give, and New York literally
Japan offered billions of dollars that we could
iy not keep up with,” said Texas governor
s GregAbbottin February.
‘The subsidy race has raised concerns
Norway over whether the projects will deliver
o M""ir‘e/ Canada [0.53 economicbenefits to the community.
unclear Rest of the world Greg LeRoy, executive director of
Aug 2022 2023 Mar
. Good Jobs First, described the competi-
‘Sources: FT research; fDi Markets; Rystad Energy; Semiconductor Indusiry Assodiation w1 4 o fo The Eosbora® Besiia
negotiations were rooted in ucrecy,
The American The surge in spending pledges in  “The sify away from depend China’s  ButChinesei i
dream: Joe Republican arcas comes despite the . ly chains. “Their iccalcula-  astakeintheUSsupply chain. Whilethe ot larger pac]mgcs cvea i ey
Biden arrivesto  party’s votes against the Chips Actand  industrial tions here are somewhat similar tothe  Chips Act and the IRA have anti-China  intendingtositethereallalong.
talkabouthis  [RAinCongress. Some remaincriicalol  olicy has  US,inthatChinai L e the Dt et veneyl fos tillion: dok-
cconomicplan  thelegislation. “Iwish that we would be , in their region but it’s also mﬂ.m which Chi i Jar subsidy packages, according to the
at Taiwan more specific and more calculated in  Deing put with which they h research group. “We're all in favour of
Semiconductor  oureffors”said John Curts, aRepubli- ¢ place sccicityrelaliamiips” b Callontien  Taa okl by deule gonknaniisl tnte: | geek obs Weneall o i afering
i k drix, a senior fellow at the Peterson  August, both in Michigan, arc Ford’s  the planct. We're not in favour of bust-
Company’splant  of the Conservative Climate Caucus. He  NasN't Den  Institute for International Economics. ~ $3.5bn battery plant using technology  ingthe budgetto dothat said LeRoy.
in Phocnix, declined tosay whether he supportedor  goan for
Arizona, where  opposedthe legislation. L
the biggest Senior Democrats are workingtogain ~ generations
forcign political credit for the jobs promised by
investmentin  the spending pledged since the indus-
US history is trial policies were passed.
being made Vice-president Kamala Harris has z
serconsomn toured Hanwha Qeells’ solar factory in Thereis 1o
Erhyages Dalton, Georgia, a district represented  COIMIMUNISC
by the farright Republican, Marjorie ot To,
Taylor Greene. Harris announced that .
the South Korean manufacturer would  bringa
build the largest community solar = i
project in the US, on top of its $2.5bn _Chmese site
expansion announcedin January. into North
“IU’s goingto be harder for Republican :
lawmakers to say these policies aren’t {\merlca
effective or aren’t worth it because 1S the
they're seeing jobs being produced in ;
their communities,” Paul said. onshoring
Forcigninvestors wanta stake ourl?gst ‘
About a third of all investments Preoi0cH
announced since August involve a for-  Ieally
eign investor, with nearly &0 dozen  roroted’

projects coming from companies head-
quartered in Japan, South Korea and
Taiwan. This includes LG Energy Solu-
tion’s $5.5bn proposed project in Ari-
zona, announced in March, the largest
battery investment ever in the US.
Analysts say these investments from
Asian allies are also attempts to diver-

Borrowing limits

McCarthy warns White House on debt ceiling

L L
NICHOLAS MEGAW — NEW YORK

Kevin McCarthy urged Joe Biden to be
“sensible” yesterday, calling on the
president to engage in negnhalmns

Wall Street figures, suchas
Jay Clayton, the former chair of the
Securities and Exchange Commission..
“Make no mistake: the longer Presi-
dent Biden waits to b to find

ters in financial markets. The cost of
buying insurance against a US govern-
ment default recently hit its highest
Imlmmm thana decadeand LhrIMZP

1, the more hke]y it becomes

Biden and congressional Democrats
‘have called on Republicans to raise the
federal borrowing limit without condi-
tions, and have said they are not opento
negotiating on the issue. But McCarthy,
Speaker of the House of Representa-
tives, and his Republican caucus have

last weel
mglonsksmdvn]ab]xty”mshnrtl&rm

that hi market
the first default in Burnm:mn s history.” The US yesterday sold $57bn of three-
‘The White House carlieraccused the  month Treasury billsata yield of 5.1 per

Speaker of “holding the full faith and
creditof the US hostage, threatening our
ERE

cent, the highest rate since 2001, as con-
cerns about the debt ceiling tainted
At tmetle

y
retirement”. Andrew Bates, deputy
White House press secretary, said:

sought

The stalemate carries real risks: the
US Treasury this year began taking
“extraordinary measures” to meet its
obligations, and a so-called “X date” —
‘when those measures run out and the
government risks an unprecedented
default — could come as soon as June,
accordingtosome estimates.

In a speech to the New York Stock:
‘Exchange yesterday, McCarthy accused
the administration of stonewalling him,
saying he had not “heard from the
White House” since his first meeting
with Biden in February.

“President Biden has been missing in
action and misleading the public,” the
Speaker told an audience of traders,
local Republican party members and

debelimiaddresingl promply,with-
ipor hostage taking”
" The stand o bassartedto cavec jit-

Speaker Kevin McCarthy: accused
the White House of stonewalling

https://ft.pressreader.com/v99f/20230418

‘USisexpected to run out of money.

Stand-offs over the debt ceiling have
become common in Washington in
recent years. But investors are con-
cerned about the current impasse given
the apparent lack of common ground
between the Biden administration and
HouseRepublicans.

McCarthy yesterday referenced the
showdown over the debt ceiling in 2011
between Barack Obama and Republi-
cans, when the US avoided default but
‘was hit with a downgrade to its triple A
credit rating. Biden was vice-president
at the time, and McCarthy quoted him
as saying then that “you can’t govern”
‘without negotiating, “I wish the current
extreme Joe Biden would listen to the
formerJoe Biden,” McCarthysaid.
Additional reporting by Kate Duguid
See Markets

Supporting circularity’ by keeping materials in use

Food packaging plays an essentlal role in feeding people throughout the world, but when [t is not
collected and recycled, it can be a source of waste?, In places where collection infrastructures are
stillbeing built, we're teaming up with stakeholders to improve collection, sorting and recycling
—and we design our carton packages to increase the fibre content and use of recycled materials.

Let's not settle for what we can achieve today. Let’s go further together.

Go nature. Go carton.

2, Circular ssonomy as defined by Elen MacArihur Foundation. (2022)
Economy it jon. Source: ellenmacarthurfoundation,org.
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Chinese property market starts to rally

New home prices climb at
fastest pace in nearly two
years after curbs eased

EDWARD WHITE — SEOUL
HUDSON LOCKETT — HONG KONG

Prices of new homes in China rose at the.
fastest pace in 21 months in March, in
the latest sign of green shoots for the
‘world’s second-biggest economy as it
recovers from three years of pandemic
restrictions.

With Beijing relaxing a crackdown on
the debt-laden property sector, prices
rose 0.5 per cent on the previousmonth,
according to official data, fnllnwing a
03percent increasein Fel

The positive data offered some relief
for the ailing property sector, which has
suffered a liquidity crisis over the past
two years, and followed better than

expected export figures released last
week,astrade was buoyed by shipments
of electric

structural slowdown in the economy’s
expansion.

as
‘wellas anincrease intrade with Russia.

The encouraging data came ahead of
China’s first-quarter gross domestic
product figures, set for release today.
Economists polled by Reuters forecast
growth of 4 per cent for the first three
‘months of the year as Beijing chases a
full £5

“If th port [for the first quar-
ter] comes in close to market expecta-
tions then the speed of the economic
recovery is on track” said Iris Pang,
chief greater China economist at ING.
She added that with growth forecast to
continue rising in the second quarter,
“we expect the PBoC to keep interest

yeartarget
The Porlés Bank o Clitia yeterday
keptits one-year medium-term lending
facility rate, which sets the floor for the
country’s benchmark interest rate, at
2.75 per cent. Analysts said the lack of
easing from the central bank suggested
the first-quarter GDP data was expected
tobeon target.

China posted GDP growth of just 3 per
cent last year, falling short of a 5.5 per
cent target that was already the lowest.
in decades, raising concerns about a

‘Nomura analysts said that electricity
consumption growth had increased
“markedly” to 5.9 per cent year on year
in March, from 2.3 per cent over the first
two months of the year. This was evi-
dence that the economy had entereda
“sweet spot” after Beijing suddenly
dropping President Xi Jinpings zero-
Covid controls in late December and
backing off (mm property sector tight-
ening, they said.

Stil, Beifing’s growth target for 2025is

It'couldtake  thelowestin decades, and economists

N have warned of an uneven recovery
some time for  gegpite the fledgling signs of improve-
theproperty  mentinexportsand the property sector.
One crucial area of concern is the

stabilisation o e services a driver
tobenefit of economic and jobs growth for the
related country of 1.4bn. China last week
reported softer than expected con-
downsum_m . sumer price data, with a 07 per cent
year-on-year i March, trail-

ingforecasts of 1 per cent.
Citigroupanalystssaid the weak infla-

tion result signalled “this year’s con-
sumption recovery will bea recovery of
two halves”, adding: “Services recovery
is steady, but it’s not a supercharged
rebound. Mcanwhil, goods consump-
tion could be struggling with the pay-
back of stimulus support” They said it
“could also take some time for the prop-
erty stabilisation to benefit related
downstream consumption”.

Migrants who helped build
the industrial powerhouse
areat the back of the line

SUN YU — BEUING

At5.30am on a recent weekday, Li Cun-
gui, 54, a migrant, joined hundreds of
older jobseckers at the day labour mar-
ket in Majugiao on Beijing’s outskirts
‘where recruiters advertise tasks from
‘bricklayingto parts assembly.

Li, from a village in northern Hebei
province, said he had no choice but to
find a temporary job because full-time
rtoles went toyounger applicants.

“We are the most vulnerable groupin
the labour market because we are old
and unskilled,” said Li, who took a job
sorting parcels that paid Rmb250 ($36)
for 10 hours, slightly less than the city’s

Liis among a large and fast growing
‘population of older migrant workers in
China who are being left behind by the
economic recovery after three years of
pandemicrestrictions.

Alack of professional skills has com-
pounded their difficulties. Employers
are prioritising younger workers for the
few low-skill manufacturing jobs on
offer, while higher-paying positions
remain out of reach for most migrants.

A social safety net with a large gap
between rural and urban pensions has
forced retir i k

Labour trends. Economic inequality

China’s recovery eludes older jobseekers

g
4

7

i fallen than thewe

“Lwork for whoever is willingtopay  year-old

GLOBAL INSIGHT

Lula lurches to left
as push for early
successes falls flat

uiz Inicio Lula da Silva is in a hurry. Since he

took office for a historic third term just over
100 days ago, the Brazilian leader has been des-

undo the rightward shift that Lmhn America’s
took under]air’

In his four-year term, Brazil will make 40 years of
progress, says Lula, who has pledged to eradicate hunger,
Kickstart the cconomy and give Brazilians a reason for
apﬁmism afmyea:sufm@nﬁan.

i 4
tion. Beyonda the interna-
tional stage —with presidential visits to the US, Chinaand
South American ncighbours — the opening months of the

ticprogress and increasingly vicious spats between Lula's
leftwing Workers’ party and economic policymakers.
After the January 8 riot by Bolsonaro supporters in
Brasilia all but overshadowed his first month in office, the
77-year-old Lula appears increasingly impatient — even
irritable — with his critics. And he has largely discarded
the “big tent” coalition that propelled him to clection vic-
tory inOctober.
Hemlmmnmdlulaswelmuwﬁnmthepm bullle
Lula

ised, li dhe want 7 said
‘Thomas Traumann, a political analystwho served in a pre-
vious Workers' party administration.

During his first two terms between 2003 and 2010, Lula
was feted globally for steering Brazil through a heady
period of commodities-
fuelled growth and pov-
e g Arecent poll
ing leftward, he adhered - Showed 51 per cent
tomarket principles.

e T felt Lula had done
commitment tothe mar-  less than they
ket cannot be assumed.

e expected so far

tion, Lula md
i the recently ind de
tral bank and its technocratic president, Roberto Campos
Neto, zmmngnofkﬁepmgmlufﬂmuamﬁuzﬂy lugh
to the benefit of
e e

So far the central bank has refused to yield to the pres-
sure for lower rates, even as Workers’ party members pro-
test outside its headquarters. But the spat has alarmed
investors, who revised up inflation expectations, fuelling
further Y

William Waack, a political commentator, said Lula
ek S S Newes e g bl o Y

gma]]yﬂnsyea: “Lulastrongly believesifhe Pl

lation as Covid curbs and the pmperty
crisis have stifled economic activity.
Meanwhile, the gloomy global outlook

working, many taking menial jobs to
make ends meet.

“China is paying a significant social
and economic price by leaving older
‘migrant workers unattended for,” said
Dan Wang, chief economist at Hang
Seng Bank China.

‘Migrant workers, the driving force
‘behind China’s emergence as theworld's
workshop, are ageing. Official data
shows the number of migrants over 50
‘more than doubled in the decade ending
2021 to 80mn, against a 16 per cent drop
inworkers inother age groups.

Their plight represents a challenge to
President Xi Jinping’s “common pros-
perity” drive to reduce economic ine-
quality, raising the prospect of social
unrest. Employers, however, are loath
to take on ageing staff. Openings have

and haveto rely
on anunequal
pensions system
Cog sk AT
Goryimagen

mam‘l pmmpung

me,” said Wang Ligang, 55, a migrant  ateamachine tool,” said Chen. “It would

workerin Majugiao who recently tooka.
s 2

be much harder for him to pass a writ-

political obstacles. i i ite dif-
theguy hewas [ r

On his core social agenda, Lula made a promising start

with funding for health-

Older workers also disproportion-
atelylack advanced i Lill

Booeica Tave et a e ot
applicants at 40 years or lower. Staffing
agencies in Majuqiao said low-skilled
workers aged above 45 had “zero”
chanceoflandinga full-timerole.

“Why should anyonc hire  50-year-
old when plenty of 30-year-olds can do
the job mere quickly and at a similar

that would give them access to higher-
paid or lower-intensity work. More than
tvo-thirds of migrant workers born in
the 1960s finished only mi

works”
For many migrant workers, the chal-
Ienges last well into their 60s and even
70s. Insufficient social security coverage
and minimal savings have kept many in
casual, low-payingjobs.
Off 121 dota shows

care and education, in addition to relaunching an

enhanced welfare programme and raising the minimum

‘wage. But he has failed to galvanise support for any new
proposals, such as a promised infrastructure package.

A recent poll from Datafolha showed e per cent of

dents felt the president had done less than they

found official data, and a fifth had pro-
fessional training. That compares with
two-thirds of those born in the 1980s
and 1990s who attained at least a high

Resources, alabour agency in Majugiao.
Locked out of full-time factory jobs,
many older workers have turned to
industries known for harsher condi-
tions, notably construction. A survey of
migrant workers in Inner Mongolia last
June by the National Bureau of Statistics
found almost half of respondents aged

A campaign launched by Beijing to
provide free training for migrant work-

s caalnly tanacts youbess worliess,
Michael Chen, who owns a vocational
training centre in south-western
Sichuan province, said he was reluctant
to admit over-50s, whom he said strug-
gled to pass an exam necessary for his

above 50 were in fon against
15percentamong the under-30s.

company
“I have no problem teaching a 50-

of migrant workers have ever paid social
security tax, Even fewer have made the
15 years of payments to qualify for an
urban pension worth several thousand
renminbi a month. Instead, most get a
rural pension of less than Rmb200 a
‘month, a fraction of factory or construc-
tion wages, due tothe difficulty of trans-
ferring social security benefits to the

expected so far. Some of the difficulties facing Lula are
down o Congress, which hasbeen slow to get down tobusi-
ness. But when bills do make it toa vote, the president will
face obstacles, as his parliamentary bloc does not have

ity required to pass x]x: constitutional amendments
piece of legislation.

Efforts to win over new lawmakers have so far found-

ered, partly because he hasappealedto the left flankafter

tle after decades of workingin bigcities.

“I am going to keep working until I
die;” said Wang, 61, a cementer. “I don't
want to be a burden to the country or
‘my family”

“bigtent” rhetoric from last year's el
campaign. “Lula is much more on the left than in his first
two governments,” said Traumann. “He is just talking to
his base, to the Workers’ party and the poor”

bryan.harris@t.com

Central banks
BIS chiefurges

DELPHINE STRAUSS — LONDON

Policymalers need to abandon the llu-
sion that they can use monetary and
fiscal stimulus to engineer cconomic
growth without stoking inflation or
breeding financial instability, the head
of the Bank for International Settle-
mentshaswarned.

Agustin Carstens, general manager of
the BIS, an umbrella body for central
banks, yesterday called for govern-
ments and central banks to stop seeking
quick fixes to boost their economies
each time recessions hit or growth stall-
ed, and instead tackle deeperreforms.
“To generate resilient and sustainable
growth, there is no alternative towork-
ing on the supply side of the economy.
Structural reforms are politically diffi-
cult, but we also know that there is no
free lunch,” he said at an event at

end to quick-fix policymaking

I Bruad snflwakinglastina he

said. But this was simply the culmina-
tion of along period in which “quiescent.
inflation fostered the belief that mone-
tary and fiscal policy could smooth out
every economic downturn and prolong
expansions with little constraint”.

He also said rising public debt, cou-
pled with low-for-long interest rates,

part,” he said, argui by reiningin
spending, governments could dent
demand. That would limit the risks of
financial turmoil as further rises in bor-
rowing costs would not be necessary. It
would also leave governments with
more firepower if they needed to inter-

Supervisory reform

Global regulators take aim at smaller lenders

LAURA NOONAN — WASHINGTON

Global regulators are considering im-
posing tougher rules on smaller lend-
ers and requiring all banks to ready
themselves for faster runs on d

as officals scarch for lessons from the

recent

outdated, adding that policymakers
‘would uq)lolewhﬂlmrlh: rules shm]]d
be applied to banks of “i

Involve requiring bnks o beable 1o
d much fasber hm]k runs as

relevance”, or those with potential to

pamntwhchd:puslmmu]dﬂm.'ﬂmk
i and l others, said

The remarks echoed recent IMF calls
for governments to rein in borrowing

The Basel Committee on Banking

Agustin Carstens:
ger
Inflation Iasv; the
more likely
shiftfoa Nnn
Inflation regime’

was the “root cause” of recent cpisodes
offinancial stress, suchasthe collapse of
Silicon Valley Bank, and the UK turmoil
around pension funds.

inflationand financial instability.
‘Vitor Gaspar, head of fiscal policy at

ipervision, which sets global stand-
ards, promised in March to examine
whether further rules were needed in

the IMF, at the

lightofast

in Washington last weck, warned the US
and China were drivinga risky increase
intheworld's publicdebt burden.
Rae-sctters have acknowledged that
they face tougher trade-offs between
growth and inflation, as tensions
between the world's argest cconamics

No timeframe has been set for the
‘work, but policymakers in Washington
for the IMF spring meetings last week
said attention would focus on issues
exposed by the demise of Californian
lendersilicon Valley Bank.

That could mean forcing medium-

such as SVB and the now

SVE' glo  they uns

bal markets, leadingtosharp plungesin  generally, and cxploring measures to
bank stocks from Paristo  protectthe system from them.

New York. “SVB has shown youdon’t  Policymakers are also consideringa

reg-

‘SVB has shown you don’t
have to be internationally
active to generate
cross-border spillover®

have to be internationally active to be
able to generate cross-border spillo-
vers; onesenior policymaker said.

While SVB did not have to apply the
Basel rule book, when it ran into diffi-

Columbia University in New York. price stability, Cuiaioie sns] mat s | | Baroocin C:ntnl Ba.n.k president Bank,
Carstens ary Christine L idina specch ycs- | Basel rules on capital and Ty

mainlyto hlnme(orthemﬂnnumry cri-  higher for longer even if terday i up-
? i ply chains could add per cent m]es. in the US they apply only to

the pandemichad fuelled demand while

supply was artificially constrained.
537kt the bencfit of ‘hindsight, it is

now clear that policy support was too

“There is no time tolose. The longer
inflation lasts, the more likely is a shift
toahighinflation regime,” hewarned.

“Fiscal policy will also have to play its

https://ft.pressreader.com/v99f/20230418

to consumer prices in the short term
and about 1 per cent in the long term.
Additional reporting by Martin Arnold in
Frankfirt

“internationally active” banks, a group

culty the U decided tousea
“systemic risk exception” to rescue all
its depositors, even though only sums
upt0$250,000 were insured.

O{ﬁclx]s ‘have also spoken about re-

Three senior regulators said the
“internationally active” concept was

rules on bank liquidity,
known as the liquidity coverage ratio.
Two policymakers said this could

ulators ensure theirbanks can cope with
interest rate changes, after the collapse
in the value of SVB's bond portfolio trig-
gered by interest rate rises torpedoed
the bank’s balance sheet and ignited a
runondeposits.

Interest Rate Risk in the Banking
Book, which looks at how interest rate
changes affect banks’ cash flow from
loans and the value of their bonds, is
now assessed as part of the “Pillar 2"
capital requirements imposed at super-
visors' discretion. Several regulators
said there was a case for moving thisto
the main capital requirements, Pillar 1,
where there would be less variation
among jurisdictions and institutions.

The US had opposed this, but was
expected to protest less this time given
recent events, two of the people added.
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Companies & Markets

Air France and
Airbus cleared

over deadly
crash in 2009

o Criminal charges dismissed in Paris
@ 228 people killed in Atlantic disaster

AKILA QUINIO — LONDON

A French criminal court has acquitted
Air Fi d Airbus of i

causality” between those crrors and the
accident “could be prover’
However, civil lnbmty was found

‘manslaughter” in relation toan aircraft
e o

‘A separate trial in September will

and crewmore than adecadeago.

The ruling follows a two-month trial
duringwhich expertsand pilotstestified
to the court as itexamined whether the
carrier and manufacturer were I
responsible for mistakes connected to
theaccident.

The longstanding case revolves
around what remains the deadliest
crashinthe historyof AirFrancewhena
passengerjet flying from Rio de Janeiro
to Paris fell into the Atlantic on June 1

of victims.

Air France has already compensated
some families of those killed, who came
from 35 countries. People from around
theworld were amongthe plaintiffs.

Air France said that the safety of its
passengers and crew was s “absolute
priority” as it expressed “its continued
trust”inits pilotsand fight crews.

The French carrier merged with
Dutch airline KLM in 2004 but charges
have been brought only against the

2009 after it stalledina

It took two years to find
the plane and its black box
recorders on the ocean
floor at 13,0001t depths

Airbus said that it was committed to
“prioritising a safety-first culture across
the companyand the aviation sector”.

Both groups had in October denied
allegations of involuntary manslaugh-
ter. The group of 476 plaintiffs, mainly
fnends and families of victims, was also

killing its 216 passengers and 12 crew
‘members.

During the accident, the external
airspeed sensors froze and stalled the
A330jet plane’s autopilot function, forc-
ingpilots totake manual control.

hepk d

inthe trial.
“This ruling is an obstacle to grief”
said David Koubbi, a lawyer represent-
ing some of the victims’ families, to
broadcaster BFM, shortly after the ver-
dict wasgiven.
‘The case has been the subject of legal

its black box recorders on the ocean
floor, at depths of more than 13,000t
(about 4,000 metres).

The Paris Court of ]nsu:: yesterday
said that

Judges in 2019 decided to drop
charges against the companies despite
the fact that prosecutors had recom-
mended them. But their decision was

n2021

the companies’ mistakes and the acci-
dent could not be proved, acquitting

Koubbi said that the tni.l wlnch

Swoop Angry Birds maker Rovio receives
€706mn approach from Japan's Sega Sammy

Happy days: Angry Birds, launched in 2009, became one of the most downloaded of all apps

LEO LEWIS — TOKYO
TIM BRADSHAW — LONDON

Segx Sammy, the Japanese gacaes

Rovio was driven by it: itions to
build a “super game” along the lines of
Fortaite or Ml'm:mgﬂ that created glo-

Angry Bir
ple of efforts to expand the intellec-
tual property of games. The Angry

Tk Ialmchcd a €706nm
($776mn) offer for Rovio Entertain-
ment, the Finnish oy that gave
the world Angry Bi

The €9.25 a share offer values the
‘mobile games pioneer at almost 20
per cent below the price at which
Rovio went public five years ago,
when it debuted with a market valua-
tionof €896mn.

In a joint statement with Rovio,
Sega Sammy said it had based its bid

s e i

EY to axe 5%
of US staffin
crackdown on
‘overcapacity’

STEPHEN FOLEY — NEW YORK

EY has told staff it will cut 3,000 jobs in
the US to eliminate “overcapacity”,
with the axe falling mainly on the con-
sultingside of the firm.

The redundancies account for about
5 per centof the US workforee, although

‘The cuts were announced less than a
week after the collapse of a plan to spin
off EY’sglobal consultingbusiness intoa
new company, codenamed Project Ever-
est.

“After assessing the impact of current
economic conditions, strong employee
retention rates and overcapacity in
parts of our firm, we have made the dif-
ficult business decision to separate
approximately 3,000 US employees an
EY spokesman said.

“These actionsare part of the ongoing
management of our business and not a
result of the recently concluded strate-
gicreview, known as Project Everest”

Consulting businesses have slowed
sharply overthe past yearafter a period
of outsize growth when clients were rac-
ing to upgrade their IT during the pan-
demic. A mergers and acquisitions
boom that boosted consultants’ deal
advisory work has also petered out as
interest rates have risen.

EY’s cuts are deeper than those
announced by other consulting groups
in recent months. KPMG laid off close to
2 per cent of its US staff in February and
Accenture has said it will lay off 2.6 per
cent of its global workforce over the
next 18 months. McKinsey is restructur-

of | ingitsbackoffice inaway thatwill cut
Angry Birds, llunchad in 2009, comics, animation, films, toys and | aboutSpercentafitsworkforce.

involves colourful birds  other Sega hassimilar EY’s global leadership pitched Project

towards vari Ttbecam: ience with the expansion of its Everest asa way to turl

one of the most downloaded apps of brand Soni by frecing both sides of the firm from

all time, playing a critical role in wh intoa | conflict-of-i rules that prevent

e
global mainstream, but setting an
mlyhighwslu marhhamnviuhax
‘struggled to:

Despite bcm,g pm[ltable, Rovios
stock never fully recovered after a
profit warning in 2018, a few months
after itsinitial public offering.

Th T

started in Ocmber.

themof

While judges said that Airbus had
been “imprudent or negligent” about
thetechnical issues affectingthe sensors
and said that Air France had been
“imprudent” about the training of its
pilots, they said that “no certain link of

hezn
Ko sincc 1995 jet “nedbhics Al
nor Air France drew any conclusions
fromthat”.

“It is much too serious of an issuc to
have been dismissed in this way,” he
said.

market would expand t0$263.3bn by

2026. In particular, it said, thesharcof

mobile gaming would grow to 56 per

cent of the overall market. Rovio's

share pricejumped almost 18 per cent

yesterday followingthenews.
ly id Sega

iPhone gaming with Angry Birds, but

David Gibson, a games analyst at
MST Financial, said Rovio's efforts to
diversify had not met its ambitions,
adding: “Angry Birds game revenues
arestill 6070 per cent of the b

consultants from selling many services
tothe audit clients.

However, leaders of the US business
blocked the deal amid doubts that the
audit-focusedside of the business would

so plans to expand beyond have not
been as material as the company

aimed.”
In addition to the Rovio board’s

‘The plan had consumed more thana
year of work and cost EY more than
$600mn, executives told staff last week..

‘The US executive team warned last

found itself on the wrong side ofan  support for Sega’ offer, he Japancse | week thatit was planninga “simplifca-
industry-wi «company i i tion”
from Rovio's strategy of charging 99 from shareholders who ! have

cents upfront to download titles,
towards online, free-to-play games

together hold a combined 49.1 per
cent of the outstanding shares and

sentsimilar ngna]sl}mlmsﬁcutswlllbc

necessary.
Additional reporting by Michael O'Dwyer

Deposit insurance is key to the confidence trick of banking

INSIDE BUSINESS

oumight think bank regula-
tors would be fecling a little
jittery these days — inshort
order, three US lenders and
the globally systemic Credit
Suissc became victims of a not-so-mini
banking crisis that too closely resem-
; 08

runon Northern Rock has made UK reg-
ulators particularly alive to the risks.
“This yearsimilarfates befellSilicon Val-

of
and panics spread by social media, this.
isabigger problem than ever.

Deposit insurance schemes — the
norm in many developed markets to
safeguard customers’ money — are typi-
cally funded on a pooled mutual basis
across the banking sector. The US.
scheme, which guarantees $250,000, is
oneofthe most generous.

But the recent drama has made it
obvious that even ostensibly generous
schemes are not fit for purpose. In the
US, there was a fateful 2019 deregula-
tory intiative exempting regional lnnks

Instead, there is a quict sense of satis-
faction. The failures were contained —
atleast for now, New regulatory mecha-
nisms were deployed swiftly.

And, perhaps most importantly, a
push for deregulation by politicians on
both sides of the Atlantic has been
staunched.

There is even an opportunity to
toughen some rules. Last week, Bank of
England governor Andrew Bailey
declared that the UK’s deposit insur-
ance scheme, which guarantees
£85,000 of a customer’s money, may
need reforming — and chancellor Jer-
emy Hunt agreed. Recent bank col-

the case of SVB, which had very hugh

average deposit
levels, there was
the added issue
that the vast
majority of cus-
tomers’ money
wasn't covered by
deposit guaran-

Recent bank collapses
highlighted that a credible
deposit guarantee scheme
was key to maintaining
confidence in banks

tees.
Inan effortto calm panic, the Federal
Reserve pledged an unlimited state
on VB deposits. And policy-
‘malkers said a similar pledge could be
‘made if other systemically important
banks got into trouble. Even the UK's
low-level i fai

lapses, they said, had hi
credible deposit guarantee scheme was

— withits UK operations sold to HSBC

ey

Confidence is cssential for the mod-
e norm of fractional reserve banki
‘which allows a bank 1o fuel economic
growth by lending out for long periods
far more than it keeps on hand in casy-
access deposits. Over the years the fra-
gility of that confidence has been
repeatedly exposed. The infamous 2007

for£1i poli-
cymakers — was sufficient to spur the
de rethink.

guarantee:

Several changes are being considered
by the BoE. Most obviously there is a
question about the quantum of the
guarantee. If the £85,000 figure had
kept pace with inflation over the past
decade, it would have risen to far in

https://ft.pressreader.com/v99f/20230418

excess of £100,000. Such a change
would do little to alter depositors’
behaviourina panic. On the otherhand,
the argument is clear for making the
guarantee far higher for business-
account holders, who may flee faster.
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ratio, which dictates the level of liquid
fundingabank must maintain. The LCR
currently assumes an implausibly low
maximum outflow of 20 per cent of
retail customer depositsina month.

Even a bank such as Northern Rock,
ina period before today's degree of digi-
tisation, rapidly lost more than half of
its customer deposits.

There are knock-on implications, too,
for banks’ bond issuance. Bonds
designed to be "bailed in” if a bank is
failingnow yield sharply more than they
didbefore recent events.

This potentially makes it hard for
some banks, especially smaller ones, to
comply with regulatory capital require-
‘ments; a more robust deposit insurance
scheme, with higher costs for these
banks, could bean alternative.

Such reforms are essential before the
shortcomings of the current system do
real damage. The UK is asking the right
questions; the US has bigger loopholes
and shouldn’t delay in closing them.

patrick jenikins@ft.com
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Retail

THG receives take-private bid from Apollo

Ecommerce group’s shares
surge 44% after approach
by US private equity firm

LAURA ONITA, IVAN LEVINGSTON AND
WILL LOUCH

THE’s shares jumped more than 40 per
cent yesterday after the ecommerce

by May 15 or walk away, THG said ina

statement. The announcement pushed

the shares up 44 per cent to 95p, valuing

the company at £1.2bn, a day before it
sts annual results.

he wrote on Instagram. “It’s certainly
not an experfence ' recommend to

SoftBank also scrapped a deal that
would have led to the Japanese group
buyinga§1 i i

anyone, but it
start-up mentality”
He previously smdlhathzw(m]dgrve

It follows months of
fut Tisted

“plm. 1d

THG has previously been subject to
takeover interest from a range of inves-
tors, including property tycoon Nick

d THE

pany after it floated with great fanfarein
London in 2020 atan opening valuation

retailer atakeo-
verbidfrom Apollo.

‘The company, formerly known as The
Hut Group and which owns websites
Lookfantastic and Myprotein, did not
disclose the terms of the preliminary
proposal and made no further com-
‘ment.

makef

of about £5.4bn — the largest IPO in the
ysince2017.

e st i Tyl o s s

the entrepreneur, who still owns about

25percent of the company, the power to
deals.

veto any takeover
Th Tased groupin

H i ¢
tive Matthew Moulding, a prolific ocial
media user, said this month that he

“wouldn't recommend” listing on the
London Stock

“The way we've been treated since

joining the LSE has done nothing but
addfuelto

ary warned on profits for the fourth
time withina

Ithashad to mmr_m‘l with speculation
about the profitability of its Ingenuity
division, which helps other companics

Candy an

Iain McDonald, seeking to take advan-
tage of a share price that has plunged
overthe past 18 months. A yearago THG
rejected a bid from investors Belerion
Capital and King Street Capital Manage-
‘ment that valued the company at £2bn.

includes the Myprotein brand, could
alone be worth more than the group’s
entire market capitalisation. Sparta
Capital, founded in 2021 by former Elli-
ott Management portfolic manager
Franck Tuil, also has astake in THG.

A person close to Sparta argued that

Apnllnd.:dmedmmmment_

The group’s interest in THG s the lat-
est example of buyout firms seeking to
mke m( groups private. In the past

P
sure fmm activist investors such as

sor Nmmrk International and Dechra

Kelso,
the current share price as trading at a

to sell online, and higher

discount.

prices for its protein shakes. Last year,

that THC’s nutrition unit, which

that they

Financials

HSBC’s largest
shareholder
Ping An seeks
reforms and
higher payouts

EMMA DUNKLEY — LONDON

Chinese insurer Ping An will demand
HSBC boost dividends to pre-Covidley-
¢ls and commit to regularly reviewing
its structure at its annual meeting next
month, following calls to break off its
Asian business.

HSBC’s I is planning

including CVCand EQT.

SeelLex

Bonde must choose whether
tostick with strategy after bet
on niche banks turns sour

RICHARD MILNE
NORDIC AND BALTIC CORRESPONDENT

The biggest victim of last month's US
banking crisis comes from an unlikely
location: Sweden.

The Scandinavian country’s largest
pension fund Alecta fired its chief exec-
utive last Tuesday after a bet on niche
US banks went spectacularly wrong,
leading to $2bn in losses and a huge
‘blow to its reputation in a nation where
trustis foremost of all virtues.

Alecta, consistently ranked Sweden's
best-performing pension fund, has pur-
sued a strategy of concentrating its
equity portfolic on a few, large invest-
‘ments— about 100 at the last count. But,
three of them were US lenders that col-
lapsed last month or whose shares

The pension fund was the fourth-
largest sharcholder in Silicon Valley
‘Bank, the fifth largest in First Republic
Bankand the sixth-biggest in Signature
‘Bank. The losses prompted an outery in
Sweden, where Alecta manages $100bn
of assets for 2.6mn savers, and where
pressure from local media often leads to
executive bloodletting.

‘The fund’s chair, Ingrid Bonde, faced

and three of i

Financials. Pension fund

Alecta chair faces ‘trust’ dilemma after US losses

onc of the biggest dilemmas of a carcer  sweden's boast publicly about sclling out of two due[ excautiveof pension fand AME W oy
that includes stints at the top of Swe-  capital, Swedish banks, includi and
den's financial regulator, ts deb office,  Stockholm. Handelsbanken, and instead invest in m_il.ltyVamenﬁill. need to
i e SVB, i i i Th i
‘Should she chal up the loss of less  Ingrid Bonde, “Th ing Alecta's US bank look at the
than 2 per cent of the fund’s assets as  below, willhave  the potentialis for these companiesand  well as its large holdingin Heimstaden, balance
part of the risk-reward dynamic of a  toworkhard has decided to sell out of two of the  aproperty groupseenbyanalystsasvil-  between

hitherto successful investmentsirategy,  torestore banks in favour primarily of US niche  nerabletorising interest rates. . ;
or respond to the publicoutrage and  confidencein  banks? Carina Silberg, head of govern-  Bonde — who also chairs pharmacy  IMProving
bringin fresh leadership toreplace Mag-  the fund ance, told financial daily newspaper  chain Apotcket and special purbose  peryrns and
ills i i g ifour days beforethe US isition company tba30, s deputy ;

“It was a very difficult decision” she i restoring
told the Financial Times. But in theend, lecen s e et sell e thelbamis ksl ety ke trust’
she and Alecta’s board decided: “The Handelsbanken and Swedbank in the  Husquarna and security services group
Toss has decreased trust among custom- summer of 2022 was unconnected to  Securitas — offered to resign several  Ingrid Bonde

ers. There is a need for new manage-
‘ment inordertorestore that trust.”

Trust is crucial to the Nordic model,
and losing it is often fatal in Sweden
whether in business or politics. Cus-
tomer outflows from Alecta mightonly
‘have risen modestly — in the first
quarter of this year it had 7,000 G
requests compared with 6000 in |
2022 — but the questions in the
media continued even after the
fund ousted its head of equitieslast
week.

In particular focus was Alecta’s
decision just before the crisis to

its investments in the US lenders,

which began in 2016. But as it

divested from the twoSwedish lend-

ers — it retains stakes in two others,

Nordeaand SEB —it uppedits stakesin

Signature in July and SVB as recently
asNovember.

“You have to deserve trust

every day” said Bonde. shz

\

times in recent days. “When these
things happen, you have to ask your-
self,” she said.

But the rest of Alecta’s board wanted
her to stay and made her acting execu-
tive chair while they search fora perma-
nent replacement to Billing. Deputy
chief executive Katarina Thorslund is
doingthe jobon a temporary basis.

= B

was held of Sweden’s main
financial regulator between
2003 and 2008 after being
deputy head of the national

with Bonde said she brought energy to
the boardroom, “is attentive to other
views around the table”, while being

b debr office. She was also

very
tions and game plans for matters that

need to be dealt with”. Bonde has fur-
ther big decisions to take for Alecta,
which she said would “very intensively
revisit what type of asset

to support resolutions proposed by a
group of retail investors on dividends
and structural reform, which includes
spinning off operations in Asia to boost
returns, said people familiar with the
situation. Ping An declined to comment.

The move by one of the world’s largest
insurers, which has an 8 per cent stake
in the bank, will put further pressure.on
the London-listed lender, led by chair
Mark Tucker and chief executive Noel
Quinn, to return more money to share-
holders and review its global operations.

One of the special resolutions, put for-
ward by Ken Lui and other retail inves-
torsin Hong Kong, urges HSBC toreport
quarterly ona planaimed at “increasing
its value by structural reforms”, which
includes “spinning off, strategic reor-
ganisation and restructuring its Asia
businesses”.

‘The other resolution calls on HSBC to
“implement a long-term and stable divi-
dend policy that . . . should distribute
dividends to its members at the pre-

Investors want the bank to
distribute dividendsat the
pre-Covid pandemic level’
ofatleast 51 cents per share

Covid-19 pandemic level”, of no less
than 51 cents per share a year.

Like other UK-based banks, HSBC
‘wasforced to halt dividend payments in
2020, when UK regulators stopped
shareholder distributions to shore up
balance sheets during the pandemic.

But the suspension angered investors
in Hong Kong, many of whom are indi-
viduals relying on the banlcs dividends
for their retirement income. Ping An
normally expects to generate about
$1bnayearfrom HSBC dividends.

HSEC paid an annual dividend of 51
cents per share for four years from 2015.
The bank set its dividend at 32 cents per
share for2022, up from 25 centsin 2021
and the highestlevel since 2018, It isalso
planning a 21 cent special dividend,
worth $4bn, next year using proceeds
e Al b

we should have for the future”. The
choice, she added, would be continuing
Mo that

The Ping An move comes after it
called nnHSKImspmnﬁhsAsianbusi
d be “much i

led to the best returns for occupational
pensions in Sweden over five, 10and 15
years, or go for a more “index-linked”

approach.
One possibility, she said, might be to
vary the strategy between countries.
Alecta has already reduced its risk from
large stakes outside Sweden, particu-
]arlymthcﬂsw‘hrm ithas big holdings
Alpha-

costcutsat theend of last year. Michael
Huang, chair of Ping An Asset Manage-
ment, said in November: “We will sup-
port any initiatives including a spin-off
that are conducive to improve HSBC's
performance and value”

But HSBC has argued that a break-up
would be complicated, costly and coun-
terproductive. Quinn said mFebruary
“Alternative structural options .

bet, and e T ics. The

review has “to be done very carefully”,
Bonde added, and she hoped its main
conclusionswould be ready by summer.
“We have had a very successful equity
‘management profile — it has delivered
-at returns to our investors for many

HSBC also went on to point out that
“requiring the company to pay a fixed
minimum_dividend per share .
restricts the ability of the company to
pursue growth alongside returns”,
‘warning that it could trigger higher cap-

years” she said. “Wenow needtolookat | ital requirements.
he bal: between improvi “The board ds all share-
andrestoringtrust.” holders vote against these two resolu-

In Sweden, as Billing found out, there
may be only one winner from such a
choice.

tions because they are not in the best
interest of the company or its share-
holders,” the bank added.

Media

Judge postpones Fox News defamation case

DANIEL THOMAS — LONDON
JOE MILLER — NEW YORK.

The beginning of a landmark defama-
tion trial against Fox News has been
postponed by a day, following a report
of last-minute settlement talks.

Judge Eric Davis — who isoverseeingthe
case in Delaware, where Fox and the

s pussuing setlement talksshorly
before the judgc’s
The dejamauun lawsu:t relmes to the

night, Fox claimed that Dominion had
lowered its damages claim by “more
than half a billion dollars”. Dominion

USpres-
iﬂrmm! clection, vmh a]lcg;mnnr. that
Fox damaged Dominion’s reputation by
knowingly airing false conspiracy theo-
ries over whether its voting machines
were rigged n favour of Joe Biden, Don-
ald

plindl volg sch Domin-

—saidl
dnvrhuthemunhxddwdeﬂmde]ay
thestart of e trialuntil today.

for proving defamation in the US, sev-
cral analysts said Fox faced an “uphill

He did not provide a reason for the  battle” after pre-trial filings exposed a
acs, . g : 3
"ina bri tothe  th process.
court yesterday. The decision to post-  Dominion alleges that Fox executives
i leventh-  knew that they state-

‘hour settlement being sought by Fox in
the case, which is expected to involve
‘Fox Corp chair Rupert Murdoch testify-
ing, alongside Fox executives and hosts
such asSean H:

The Wall Street Journal, which is also
owned by Murdoch, reported that Fox

ments and continued to do so as the
broadcaster battled for rightwing view-
ers against rival networks and media
outlets. Dominion has previously said it
was seeking $1.6bn in damages —
although thisfigure s disputed by Fox.
In a filing to the court on Sunday

https://ft.pressreader.com/v99f/20230418

had changed. “As Fox well knows, our
damages exceed SL6bn,” the company
saidinastatement

Ahead of the trial, Fox said the lawsuit
was “a political crusade in search of a
financial windfall” and claimed “the
real cost [of a loss] would be cherished
first amendment rights”. It added that
Dominion had pushed “misleading
information to generate headlines”
while Fox was “steadfast in protecting
the rights ofa free press”.

Dominion said it was a “strong
belicver in the fi

Aerospace & defence

SpaceX calls off first Starship launch into orbit

RICHARD WATERS — SAN FRANCISCO

Elon Musk’s SpaceX called off the first
orbital launch test of its giant Starship
rocket yesterday after a problem with
fuel pressure in the rocket's first stage
delayed its long-awaited maiden flight
tospace.
SpaceX had earlier pencilled ina poten-
tial follow-up attempt for as early as
today, but said after yesterday's aborted
countdown that it would need “a mini-
‘mum of 48 hours” to prepare the rocket
foritsnext test.

At almost 400ft in height, the Star-
ship rocket is the most powerful ever
built and was designed to carry astro-

ut
the law “does not shield broadcasters
that knowingly or recklessly spread
o s i

The launch in Texas was called off
wnh less than 10 minutes to go as the
with its 10mn

suffered enormously, and its claim for
compensatory damages is based on
industry-standard valuation metrics
and conservative methodologies”

pmu]ds of propellant. SpaceX saidit had
been trying to resolve a pressure issue
with the rocket’s first stage, known as
the Super Heavy booster.

On Sunday, Musk had sought toll

cither of th s ki its

expectations for the launch attempt. In
a discussion broadcast over Twitter, he
warned that many issues could delay
the launch or cause the rocket to fail.
“Just dom’t blow up the launch pad” he
added.

Thetest isdue to send therocket to an
altitude of 150 miles, as part of 2 90-
‘minute trip that would end in a splash-
down in the Pacific Ocean off Hawaii.
SpaceX will not attempt to recover

When launched, the test will send
the rocket dtitude of 150 miles

Super Heavy booster and the Starship
on top that will one day carry crews to

Powered by 33 of SpaceX’s Raptor
engines and with more than 16mn
pounds of thrust, the rocket is set to be
twice as powerful as the Saturn V that
carried Americans to the moon in the
19605 and1970s.

‘Starship was designed to take humans
to Mars, the purpose that Musk set for
SpaceX when he founded the company
in2002.

‘Starship has been co-opted by Nasa to
take part in the first attempt to return
nsl:mnauis to the Moon since Apollo17

w;m the ability to carry payloads of
as much as 100 tonnes, Starship could
also transform the economics of reach-
ing orbit, challenging SpaceX's own Fal-
con9rockets as the main workhorse for
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US boom in LNG projects atrisk
from rising costs and competition

Multibillion-dollar natural gas schemes face delays as war in Ukraine raises demand for fossil-fuel exports

MYLES MCCORMICK — NEW YORK

Intense competition between develop-
ers and escalating costs are complicat-
ingefforts to bring new liquefied natural
gasprojects onlinein the US, even asthe
fallout from Russia’s invasion of
Ukraine creates }mgc appetite for
‘American fuel

A new wave of m\l]hb:].lmn dollar
'LNG projects on the US coast on the Gulf
of Mexico has gathered pace over the
past year as the energy upheaval trig-
gered by the war prompts a global dash
to secure fossil fuels from vast Texas
shale ficlds.

Since Moscow beganits invasion of its
neighbour 14 months ago, four projects,
together worth $40bn, have reached the
crucial final investment decision (FID)
milestone. But others have faced
repeated delays as they vie with each
other to secure the long-term purchase
agreements needed to underwrite their
projects and contend with sharply esca-
lating constructionand financing costs.

“It’s dramatically more expensive,”
said Charif Souki, who pioneered the
development of the US LNG export
industry more than a decade ago.
“There are fewer and fewer construc-
tion companies that can actually handle
these kinds of loads. But you have to

nt . . . your supply chain issues
and allthecost inflation.”

Soukd, who now heads developer Tel-
lurian, has seen his $25bn Driftwood
development flounder after a fundrais-
ing failure last year led pivotal buyersto
abandon the project. This month it
announced plans for the sale and lease-
backof land as it secks to raise funds.

Two other projects that developers

US LNG capacity has the potential to soar this decade
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ingtricky.

“You've seen a really competitive
market among different developers”
said Giles Farrer, head of LNG research
at Wood Mackenzie. “So to secure cus-
tomers, companies have bid right down
tothe margin.”

Nowmany have to contend with ram-

‘pant supply chain inflation pushing up

the cost of construction, while rising

interest rates have increased

ms!s That would probably force some
offtake deals, said Farrer,

dclaymgpm}:ctsaml allowing others to

10mn tonnes-a-year expansion of its
at Corpus Christi in Texas.

“You have three leaders in the club-
house, if you will, that have made the
most ofthe moment — and others would
like to grab some of that success,” said
Kyle Wamstad, a partner at law firm
Holland & Knight. “It’s one of
those things where success follows
success . . . if you don’t get that first one
inthe door, it can linger”

While an increasing number of so-
called portfolio companies, interested
in trading LNG rather than consuming

hesitant to lock in the sort of multi-
decade contracts that developers need
in order to secure financing for their
projects.

“I think buyers would love to sign
deals for five years, but projects get
financed on 20-year deals for sellers,”
said Ira Joseph, global fellow at the
Center on Global Energy Policy at
Columbia University.

“Each side is perceiving their needs
very, very differently of what they deem
asenergy security”

The US government has been keen to

US LNG projects are getting more expensive to hulld

400 600 800 1,000

Energy
Enel investor
challenges
Rome over
board changes

SILVIA SCIORILLI BORRELLI — MILAN

A London-based hedge fund has
directly challenged Italy’s government
over who will lead state-controlled util-
ity Enel, presenting its own alternative
list of board candidates.

Last week Prime Minister Ciorgia Mel-
oni's rightwing coalition made a serics of
proposals to change the make-up of the
boards of state-controlled companies,
including energy groups Enel and Eni,
and defence group Leonardo. Share-
holders will have to approve these
appointments at the companies’
upcominganmual meetings.

‘The government owns a 23 per cent
stake in Enel through the finance minis-
try. Minority shareholders do not usu-
ally challenge the government’s prapos-
alsand get three out of nine board seats,
with directors usually chosen from a list
proposed by a group of domesticinves-
tors. Enel shareholders will meet on
May10.

Zach Mecelis, the chief of Covalis Cap-
ital, a Mayfair-based firm that special-
ises in energy investments, told the
Financial Times that the proposals were
the result of a political compromise.

“Sharehelders should get to choose.
It’s 2 matter of governance and trans-
parency,” said Mecelis, who has beenan
investor in Enel since 2004. Covalis
Capital currently owns less than 3 per
cent ofthe €58bnutility.

“I want this toxic [management
appointment] processtoend.”

Flavio Cattaneo, currently a board
member at insurer Generali and the
former chief of state-controlled electric-
ity infrastructure group Terna, is the
government's preference for chicf exec-
utive. Paolo Scaroni, chair of football
club AC Milan and a former chief execu-
tiveof Eni, was proposed asEnel chair.

Meloni said last week that the govern-
ment’s proposals were based on “com-
petence not political affiliation”.

‘The appointments process for state
companies, which takes place every
three years, is a key moment in Italy’s
political and business life. Parties in
government coalitions traditionally
negotiate to appoint political affiliates
to top jobs in order to exercise influence
over the companies during the govern-
ment’s tenure.

were the result of days
of fierce negotiation within the govern-
‘ment, according to multiple people
Beicked The priiiid ci

There are more than 100mn tonnes a
year of projects fully certified to move
forward.

US energy secretary Jennifer Gra-
nholm last month boasted of a “plethora
of opportunity for the liquefiers to be
able to export”.

Evenso, fFtal

ditched At
Enel to avoid clashing with her coalition
partners, including Matteo Salvini and
silvio Berlusconi, a longtime ally of Sca-
roni, according to the people and multi-
plemediarcports.

Enel shares fell 4 per cent on Thurs-
day after the proposed appointments
fears of a U-turn

to underwrite ﬁnlmzing has become a
much tougher challenge than getting
permits, once the golden ticket to get-
tinga project offthe ground.

“They used to be viewed as what was

on the current energy transition strat.-
egy, accordingto analysts.

“Enel’s stock will go up 30 to 40 per
cent if this process is run differently;”

necessary and would trigger According to Mecelis, Enel tradesata
else that comes afterwards, whereas | discount compared with Spai’s Iber-
now gh,” said EDF mainly because
Holland & Knight. political demands outweigh sharchold-

“[A handful of | FIDs and i
debt financing for recent LNG projects
does not mean a green light for every-
body,” he said.

“As soon asyou look more like a drift-
wood or you have some hiccups or
ums. there’s always somebody clse
that

s’

e
who can’t speak for themselves and like
me rejects this process,” Mecelis said.
“I'm not an activist, I just have no
choice.”

 The Itth government was not
ilable for comment.

be be'l:ler positioned to step into. nmse
shoes,”

Enel wi]lpllb].\sh the list of board candi-

Retail

Ikea cuts ties with Malaysia labour supplier

OLIVER TELLING — LONDON

Ikano, which is owned by the Kam-

prad

Tkea stores in Malaysia h d
ties with a labour provider after an
internal investigation found there had
alieduits ; -

cator of forced labour by the UN's Inter- | CHLOE C¢
lkea, said the  national Labour Organization, whose

Industrials

India’s JSW to invest in infrastructure drive

Indian industrialist billionaire Sajjan

inquiry confirmed “many of the secu-
rity guards working in our Malaysia
business had paid recruitment fees”,

ownpolicies.
Many security guards in Ikea’s Malay-

b code of conduct rules.
‘The group said its probe had revealed
The “multiple layers of subagents

guidelines state workers should not be
charged feesfor recruitment.

Tkano said: “After many weeks of
negotiation with our supplier, we were
unable to msalveuurmnmmsmdhxve

Jindal says his steel, paint, cement and
energy conglomerate will supercharge
its investments toabout $65bn over the
next seven years, aiming to profit from

is month, a
third lugher than the previous year.
Such anacceleration is why JSW Group
is “so bullish”, its chairsaid.

Although JSW is smaller than Tata
Group, whichJSW competeswith forthe
title of India’s biggest private-sector

Jindalis one of the few bil-

ian stores had paid

according to the retailer’s investiga-

involved

tions. The findings, until
now, come as leading western brands
face growing scrutiny from regulators

The probe found ‘many of

lionaires whose influence straddles

v, adding Adani did not call
onhim to putin mency.

“adani will get this asalearning expe-
rienceand then take accordingly meas-
ured steps for the future,” hesaid.

Jindal said he was wary of leveraging
and that JSW's $65bn to $67bn invest-
ment plan to cxpand existing business
lines and open new ones — more than
double the $25bn he said it invested

i on. | 2Pational infrastructure push that has

relati i % i

ship” Th declined to confirm s

& 3 market for steel. India’s economy.
Tkano said the incident had been | His family-led JSW G i

reported to local authorities and the
Nepalese embassy. Ikea, whose roughly

expand into sectors from defence to
electric vehicles and s seeking *

‘Taking overaporti is politici
industrialist father’s business empire,
Jindal has led JSW Group as chair since

financed by cash and sclling shares.
Steel is “a cyclical business, and we

: - ‘aggres-
and investors over labour ssucsintheir  (he security guards in Our 460 stores arc owned by a network of | sive growth” inrencwable energy.Jindal 2011, growing its metals business into  cannot afford to have a high-leverage
international operations. Malaysia business had franchisees globally, s the latest brand | told the Financial Times. India's biggest lsted steel company by regime’, hesai

Ikea's probe was launched after a i 2 - tobecaught upinsucha controversy. | The plans show how India's blgesl market value at RsL7tn. Th India’s i splurge is
campaigner reported workers from paid recruitment fees Activists say hir- ed  expected The World
Nepal i 0 to ing agencies are among the most | Minister Narendra Modi’s pnunty to paint, i teel

inij i in Malay- flees from workers looking ~ exploitative. Nepalese migrantsaround | revitalise the country’s i indal fthe business leaders  needs will swell 67 per cent from 2022
sia, according to jonsscen  for jobs isan inmany fallen preyto | and mak in  whonitially agreed to back rivalindus- to 2023, compared with a global growth
by theFinancial Times. Themqmryw:s developing countries. Workers often  the practice, incl\ldjngwnrlmrson con- | Asia, as India is projected to overtake  trialist Gautam Adani, after thetycoon's  rateof1percent.
led by Inter Ikea, which oversees the  takeoutl; Formul- QatarWorld Cup. | China as the world’s most populous from New York- b JSW saysitwill
brand’s franchise stores, and Ikano tinational brands that rely on local ~ Ikano said n.hsdsec\lrtdx new sup- | countrythis year. based short scller Hindenburg boost total steel production capacity

Retail, which runs Ikea storesin Malay-
sia as well as Singapore, Thailand, the
Philippines and Mexico.

agents, such issues in the supply chain
i,

plierthat:

ften a blind.

https://ft.pressreader.com/v99f/20230418

($122bn) to spend on building roads,

railways and other infrastructure for

Research. India is “a very small club”,

from 28mn tonnes in the 2021-22 finan-

said Jindal, and his motivation was “to
have solidarity with our collcagues in

cial ycarts inthe year end-
ing March2024.
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Bourses warn plan to create

Equities. Lobbying pushback

EU faces last-ditch challenge from
exchanges over trading reforms

data deprives them of much needed
iability of

they came up against national and

real-time database could harm
smaller European venues

NIKOU ASGARI

some of the region's smaller bourses.

“It may mean in smaller countries
they would not have a listing venue
anymore;” said Rainer Riess, director-
general of the Federation of European
Securities Exchanges, which represents

European the region’s
‘markets more competitive with the US
face last-ditch opposition from stock
exchanges reluctant to hand over their
data to a planned real-time database of
share trading information.

EU officials will today begin negotia-
tions to lay out the framework for live
recordsof stock and bond trading infor-
‘mation, a move that supporters ssy

would vastlyi

interests

Natan Tiefenbrun, president of stock
exchange operator CBOE Europe, said
clients such as large US quantitative
trading firms “want to come to Europe
but are put off by the complexity,

particularly in marketdata”.
But the debnte has centred on whtn

‘The European Commission sees a so-
called consolidated tape as a way to
overcome the hurdle of fragmented
‘European markets.

Tradingis national

FESE, which initially sought a
15-minute delay tothe tape, has lobbied
for the tape to largely consist of

exchanges, alternative trading venues
and private marketplaces. Such tapes
have been a feature of US markets for
decades.

The iations between member

entice big foreign investors to i
‘European stock markets.

‘The European Commission, the EU's
executive arm, hopes the measures will
help unify its fragmented market and
make it more comparable to the US,

states, the European Commission and

and opposes constant real-time
pre-tradedata.

Susan Yavari, senior regulatory policy
adviser at the European Fund and
Asset Management Association, said
opposition o a pre-trade tape was
e ok =T

try toclarify whata con-
lidated tspe should loolc ke, Brussels
intends that it will be run by a private
commercial company and funded by
themarket.

Many i that the struc-

and twiceas valuable.
European

tural problems in Europe have been
the i i the

a dearth of listings with the value of
money raised dropping to its lowest
point ina decade last year, according to

alogic data.

T in equities, an indicator of

‘market liquidity, rose 40 per cent inthe
six years to 2022 in the US but remained
flat over the same period in Europe,
accordingto data from New Financial,a
think-tank.

But the EU's plan to create a single
d i i

'EU’s 2018 Mifid Il markets rules, which
have made it more difficult and expen-

‘want to protects datarevenues.”

Exchanges earn lucrative fees
from licensing their market data to cus-
tomers like high-frequency traders,
hedge funds and banks — revenues
which would be shared under the EU

roposals.
. FESE estimatesthat European venues
earn about only €245mn from their

sive totrackactivity. data annually and Riess argues the data
Atape*should fees cover the of listings

seen and operate as a truly single  and growth markets and other services

market”, said Adam Farkas, chief thatrivalsand banksdonot provide.

exceutive of APME. “If you are sitting
in Singapore or Hong Kong . .. and
‘managinga fundthere, you want tolook
at Europeas one single market.”

‘The 2018 rules mandated a tape be

Iobbying pushback from Europes stock
exchanges, who argue handing over

built but left market to develop
asolution.
Efforts repeatedly foundered when

“Even for some of the midsize players
that would be a significant cut in their
revenue where the viability of the
exchange business for these players
wouldbe in question.” hesaid.

FESE also argues that the rules should
include “systematic internalisers” —
more lightly regulated invitation-only

Euronexthas markets rtmlngelyby banksand high-
warnedthata  frequency traders.
tape
pre-trade Euronext, Lb:rqgiun’s Immhanges
information operator, has called proposals that
might leave exclude them as “diluting transparency,
smaller creatingopacity”.
investors ata He, like FESE, has alsowarned that a
disadvantage tape containing pre-trade information
rateniaremen=s  yil] Jeave smaller investors exposed
to predation, undermining Mifid Il's
commitment to toughen protection for
investors.
Larger traders will see the orders on
the tape, then usc faster and more
sophisticated technology to take
advantage of the difference in the price
on an exchange hundreds of milesaway,
a tactic known as latency arbitrage,
argued theexchange lobby group.
“If you are sendingthe datatothetape
provider from Oslo, Athens, Cyprus . . .
there’s a geographical latency that’s
significantly bigger than the US,” Ricss
said, adding: “Some will know in
advancewhat the tape will say, they will
beabletoarbitragethat.”
That argument is rejected by many
asset managers. Yavari said smaller
exchanges would actually benefit, not
Atape lose out. “Take Portugal or Croatia, you
. have to go proactively and sce the data.
should lead  from that exchange. If you already have
e all the data in a consolidated tape then
Buropeinto G, o o have the visibility”
being seen “In theabsenceof [the datal, its very  Ourgiobal
= ficult for us to showcase the true  feam gives you
andoperate | e that dncrt bl e | it e
asatruly growth of European capital markets  newsand views,
single more broadly,” said Jim Goldie, headof 24 hours aday
5 ETF capital markets for Europe, Middle 1.7
market Eastand Africaat Invesco.

Equities

S&P 500
bosses’ pay
defies fall in
share prices

PATRICK TEMPLE-WEST — NEW YORK

Moderna, Simon Property Group and
Marriottarc amongatleast 107 5&P 500
companies that gave their chief execu-
tives pay increases last year even as
their shares declined, accordingtoregu-
latory disclosures.

More than a third of S&P 500 compa-
nies awarded executives more pay for
2022 than in2021 even though they had
negative total shareholder returns last
year, according to a preliminary analy-
sis of regulatory findings by ISS Corpo-
rate Solutions for the Financial Times.

About one in four companies with
negative returns cut their chief execu-
tive’s pay, according to ICS, which ana-
Iysed 289 companies that had filed
annual proxy statements by April 14.

The analysis shows that many execu-
tives continued to enjoy big pay awards
despitea 19 per cent drop for the bench-
mark S&P 500 index last year, the big-
gest fall since 2008. The median CEO's
pay fell by less than 1 per cent to
$14.3mn for the companies that dis-
closed 2022 pay, ICS's analysis showed.

Institutional investors have vented
their frustration as US executive pay has
outpaced that of most employees in
recent years. Shareholder support for
CEO pay declined last year. After pay
declined at many companies during the
worst of the Covid-19 pandemic, “total

‘Total CEO compensation

has fully bounced back’
from declines seen at the

height of the pandemic

CEO compensation has fully bounced
back”, said Matteo Tonello, a managing
director at The Conference Board.

Simon Properties, the largest shop-
ping centre owner in the US, awarded
CEO David Simon $35.7mn for 2022, up
from $10.5mn in 2021. Simon, son of the
group’s co-founder, was given a $28mn
cash bonus. The company’s total share-
holderreturn fell 22 per centlast year.

Vaccine-maker Moderna increased
pay for CEO Stéphane Bancel by 67 per
cent to $19.4mn last year as its total
shareholder return, which includes div-
idends, dropped 29 per cent. Since 2020,
however, its shareholder returns have
significantly outperformed those of its
peersin the Nasdaq biotechindex.

‘The pay of Anthony Capuano, chief
executive of hotel chain Marriott, rose
1.6 per cent to $18.7mn last year as total
shareholder returns fell9.3 per cent.

Company representatives pointed to
this year’s new Securities and Exchange
Commission “pay versus performance”
disclosure rules, designed to give inves-
torsaclearer glimpse of the relationship
between chief’s pay and total share-
holder return. The disclosures include

“compensation actually paid”, a metric
derived from unvested stock.

Capuano’s “compensation actually
paid” was down 27 per cent in 2022
owingto a drop in the company’s stock
price, Marriottsaid.

Moderna declined to comment and
Simon Properties did not respend to
requests for comment.

Fixed income

Treasury bill investments by money funds caught up in US debt ceiling stand-off

HARRIET CLARFELT AND KATE DUGUID
NEW YORK

Money market funds, flush with
deposits after investors sought safety
during last month’s banking turmoil,
are now confronted by the political
stand-off over the US debt ceiling that
threatens to disrupt their investment
portfolios.

More than $440bn has poured into US
‘money market funds since early March,
according to data provider EPFR, in
the wake of Silicon Valley Bank'’s
collapse, and as attractive returns drove
investors out of ordinary deposit
accounts.

Shizec: iflows huve lareclx Bhole]
into government money market funds,
which invest heavily in short-term
Treasury debt that is typically easy to
buyandsell.

The debt offers the best yields in years
because of the US Federal Reserve’s
aggressive campaign of interest rate

rises.

While the US is not expected to
default on its obligations, a prolonged
stand-off in Washington over
raising the federal borrowing limit
could create difficulties with buying
and selling this short-term debt,

potentially leading to some losses for
ney funds.

The alternative to buying Treasury
bills — stashing cash overnight with
the Fed — could add to strains in the
banking system.

“The debt ceiling should be
something the money market funds
industry is worried about,” said Steve
Sosnick, chief strategist at Interactive
Brokers. “Though I don’t think the
US will be unable to pay its bills,
there might be a liquidity crunch in
there”

Concerns about a debt ceiling crisis
have picked up thismonth asthe US tax
deadline of April 18 comes into view.

The revenue collected this year will
help determine how much longer the US
can pay its bills before running out of
‘money, since a divided Congress failed
in January to raise the government’s
borrowing limit.

Investors are expecting the fight to go
downtothe wire asastalemate between
the White House and the Republican
party looks unlikely to be resolved
before the threat of default becomes
imminent in late summer.

The debt ceiling debate “could be a
big issue” in particular for government.
money market funds, according to

https://ft.pressreader.com/v99f/20230418

Andrzej Skiba, head of Blucbay US
fixed income at RBC Global Asset
'Management.

just create a lot of noise around the
issue,” Skiba added.
There is not yet consensus on the
atwhich

is exhausted in the midst of this crisis,
then that creates quite a lot of volatility
for money market funds — it can
increase withdrawal demands, it can

will run out of

April tax collections of §300bn or
below could bring the debt ceiling
deadline forward to June or July,
according to Praveen Korapaty, chief

silicon Valley Bank's collapse benefited money market funds s e

interest rates strategist at Goldman
Sachs, “somewhat earlier than many
people had thought”’

He added that most expect larger
collections.

Investors have already started
avoiding bills that mature in late July
and early August — around the time that
experts generally think the US may run
outofmoney.

An auction of three-month Treasury
bills this week was met with poor
dem:uld

Tesn desiabil

He added: “If you look at the
examples in the past, it’s primarily
Treasury bills that were maturing

und the time of the debt ceiling that
exhibited the biggest volatility”

The surge of cash into money
market funds has also meant that those
funds have increased their usage of a
Fed programme that allows them to
invest cash at the central bank
overnightfora 4.8 per cent return,

Treasury bills are in relatively short
supply at the moment so money funds
have me of the floods of cash

is nntapmh]emxhhc funds hold them
until maturity, provided that the debt
ceiling fight s resolved in time for the
USto payits bills.

But problems arise if customers pull
‘money out of those funds — either for
normal business reasons, or because of
panicabout the debt ceiling.

In that instance, money funds may
have trouble finding buyers for the
securitiesand be forced totake losses.

Assuming the “crunch point” for the
government to service obligations
lands between July and August, Skiba
said, “you're just going to make sure
you don’t own T-bills maturing
around those months within your
portfolio’

coming in to the overnight reverse
repo facilty (RRP), which is currently
roughly $2.5tn aday.

1f worries about the debt ceiling
reduce the number of Treasury bills
money funds are willing to buy, that
could push even more cash intothe RRP.
And the ballooning size of the RRP
facility may add to banking strains,
some experts havewarned.

Korapaty said: "Once the debt
ceiling is raised, you're going to see the
Treasury issue a tonne of bills. Money
funds will then be able to buy these bills
and not shovel quite as much money to
the RRP, and so that should actually
provide some relief in the other

ion.”
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The day in the markets

What you need to know

»Wall Street stocks slip after mixed bag
of eamnings

*KBW bank index lower as State Street
tumbles on missed profit

| US banks’ tough 2023

KBW bank index, Charles Schwab and State Street (normalised)

AL

‘& Dollar rises and US government debt
sells off

s stocks slipped yesterday as traders
balanced their concerns over a potential
recession and ifs implications for interest
rates against a mixad bag of results from
the latest US banks to report their
earnings.

Wall Street's benchmark S&P 500 fell
0.2 per cent, with technology, healthcare
and financials among the worst
performers. The tech-heavy Nasdagq
Composite lost 0.3 per cent.

The KBW bank index slipped 0.5 per
cent as shares in State Street fell 1 per
cent after quarterly profits missed
expectations.

Charles Schwab — whose shares have
fallen almost 40 per cent since the
collapse of Silicon Valley Bank — rose 2
per cent even after it said deposits fell 11
per cent in the first quarfer as clients
shifted into higher yielding accounts.

Earnings per share rose more than a
fifth year on year and analysts at UBS
said the resulfs as a whole were “not as
ugly as feared".

Upbeat first-quarter earings from
JPMorgan Chase, Citigroup and Wells
Fargo on Friday underscored how the
failure of SVB and two others in March
had at the same time benefited the
biggest lenders as customers sought
safety at larger names.

Investors expect a further quarter
percentage point rise when fhe US

100
90
WA~ g
== STT US Equity
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SCHW US Equity
T T 60
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Federal Reserve meets early in May with
inflation at 5 per cent — far above the
central bank's 2 per cent farget.

Christopher Waller, a hawkish Fed
governor, on Friday said monetary policy
needed “to be fightened further* to cool
‘the economy.

The US Dollar index rose 06 per cent
against a basket of six other currencies,
though it has siipped 13 per cent since
the start of the year as h

49 per cent and the yield on benchmark
10-year debf up 6bp o 358 per cent.
Across the Atlantic, the Stoxx Europe
600 was steady, close fo ifs highest level
since February 2022, while Frankfurt's
Xetra Dax fell 011 per cent and London's
FTSE 100 rose by the same amount.
Asian stocks rallied affer prices for new
homes in China rase at the fastest pace in
21 months and ahead of the release foday

upped their bets that May's expected
interest rate rise will be the Fed's last.

US government debt sold off with fwo-
vear Treasury yields up ¢ basis points fo

of the Y - GDP data.

Hong Kong’s Hang Seng index climbed
17 per cent while the CS1300 index of
Shanghai and Shenzhen stocks rose 14
per cent. George Steer

Markets update

=] =5

Eurozone Japan UK

[rea]
China Brazil

Level 412933

28514.78 787951 338561 10594054

% change on day

Level

010

% change on day

Yield

Basis point change on day

Level

8481 81.01 2019.40 2603 403160

% change on day

T4 183 142

158 028

estarays Cove apar oM Carencies - 1500 GHT. 27, Bovespa, AIVOTK,

GOk, S = LonGon e . Bond G supp

Main equity markets

S&P 500 Index Eurofirst 300 Index
4160 1920
1840
4000
760
aggo it e tennieninily qegolulieunia bty
Feb 2023 Aor Feb 2023 Aor
Biggest movers
% Eurozone
Catalent 652 \'.‘l 361

FTSE 100 Index
8320

8000

UK

Wall Streef

Sinking to the bottom of the S&P 500
index was custody bank State Street,
‘which reported earnings of 152 per share
for the first quarter — 12 cents per share
lower than wall Street had expected.

Assefs under management in ifs
investment division siid 10 per cent to
3.6, reflecting “lower quarter-end
market levels and net outflows”, it said.

State Street was joined by Google's
parent company, Alphabet, in the lower
half of the biue-chip benchmark following
a report that its search engine could be
dropped by multinational Samsung.

The New York Times said that the
South Korean group was “considering
replacing Google with Microsoft's Bing as
‘the default search engine on ifs devices”,

Europe

Games developer Rovio jumped on news
that Japanese peer Sega Sammy had bid
€925 per share for the maker of Angry
Birds — almost 19 per cent higher than
the Finnish group’s closing price on
Friday.

The approach followed bids from
Israel's Playtika, the last of which was a
€905 per share offer in January — almost
60 per cent higher than Rovid's previous
closing price af the fime. Those
preliminary talks ended in March.

In more dealmaking activity, Finland's
Uponor surged affer receiving an
indicative fakeover proposal.

Belgian plastic piping Al

London

THG, the fast-moving consumer goods
group, soared affer confirming that it had
received a “highly preliminary” proposal
from Apollo.

The private equity firm had until May
15 to make a firm offer, said THG, which
disclosed few other defails about the
approach. Liberum said that a sum-of-
the-parts valuation suggested THG was
“undervalued.

The broker upgraded THG' rating
from “hold" fo “buy’, arguing that its
three core divisions, i assess:
separately, were “unique assets that
could be highly valued in the market™

Further

which already has a 5 per cent stake in
the plumbing and heating supplier —

intelligence was behind a possible move,
a development that has spurred Google
o intensify ifs efforts to improve its
offering, said the report.

Biotech group Prometheus hit a record
high on news that it was being bought by
larger peer Merck for $200 per share —
75 per cent above Friday's closing price.

Through the deal, which gave
Prometheus an equity value of $10.8bn,
Merck would gain access to experimental
autoimmune freatments including
PPRAOZ3, a late-stage candidate for
ulcerative colitis, a bowel condifion.

Ray Douglas

share, which was more
than 44 per cent higher than Uponor's
most recent closing price.

Bu the Finni largest

sent
Network International soaring fo the fop
of the FTSE 250 index.
The payments processor said that it
had received a takeover proposal from a
consortium that included CVC and

shareholder, Oras Invest, which
commands a 257 per cent holding,
rebuffed the bid, arguing that the
potential offer did “not reflect the full
value ... of Uponor”.

Scandinavian Airlines owner SAS,
which filed for Chapter T1 bankruptey
protection last July, rose sharply on
‘announcing that it would not be using the
second franche of its debfor-in-
possession ferm loan during the second
quarter. Ray Douglas

https://ft.pressreader.com/v99f/20230418

‘The suitor's possible
offer of £3.87 per share was 28 per cent
above Fridays closing price.

Analysts at Jefferies said that they had
talked o “several Network shareholders
over recent days, suggesting an above £4
offer to be acceptable”.

Joining Network at the top of the mid-
cap index was Wood Group.

The energy-services business said that
it would "engage” with Apollo, which had
issued a “final” bid of £2.40 per share this
month. Ray Douglas

EUbonds haven’t
lived up to high

expectations

Moritz Kraemer

Markets Insight

onfronted with the severe
shock of the pandemic,
curozone leaders jumped
over their shadows and
agreed for the first time to
issuc joint bonds on a massive scale.

fulfilled. From the beginning, EU bonds
traded more cheaply than those of other
E triple Aissuers. Even France,
rated two notches lower, commands

states, mm of which are rated lower
than the EU

Since |.h€lE are no cross-default
clauses between commission budget

Initiall, the explanation for this was

bunds. the. ]:Jmhhmd Df m:mb:r smes'

While the trigger for
step was a frightening one, it was

lower ity. If thi:

reason, the spread with France, as well
p h

Iu]] mllldbelawrrﬂum the probability
of soverei

The EU had sold bonds for decades
but it had always been a minnow in the
worldofsupranationalissuers.

Before 2020, th

rowed asthe supplyof EU bondssurged.
In fact, the opposite happened. In
March 2021, the difference in swap
ds b d the EUwas

of bonds that it had issued had not
surpassed €50bn, a fraction of its
‘mighticr supranational brethre;

This changed dramatically with the
‘more than €800bn Next Generation EU
programme to support the post-Covid
recovery and its smaller cousin, the
€100bn SURE programme, which was
set up to pmtea jobs and incomes
duringtheCovid-19 pandemic.

Tl Erpluid the B i
standing obligations would easily
eclipse even the hitherto most prolific
supranational borrower, the European
Investment Bank.

anegligible 0.06 percentage points.
Now, two years later, the spread over

Other supranationals’ bonds are
secured by their loan book. But the EU
uses a substantial chunk of its issuance
to provide grants to member states. At
the same time, it is the only suprana-
tional that has neither any paid-in

France has risen to 0.37

Given quarrels among EU
members, investors took
acloser look at the bloc’s
underlying credit strength

points. What went wrong? Contrary to
sovereign and supranational bonds,
NGEU is  one-off programme that has

Armed with top iple A credit
ratings, the EU bonds were sccn as the
previously elusive safe assetthat would

But the outset. It

capital nor
This makes member states’ budget
contributions over the coming decades
all the more critical. The EU's triple A
rating implies that a break-up of the EU,
and with it the risk to reliable member
states’ budget transfers, is as unlikely as
a sovereign triple A default, which his-
torically has been zero. In a post-Brexit
world, this may be a heroic assumption.
Indeed, a poll in 2019 found that
around half of EU citizens considered a
demise of the EU realistic within 10 or
20 years. This is almost certainly too

pessimistic. Buti

cannet e!cplam why risk spreads are

When stitching together the NGEU

prop upthe curo’s role in i

rising, Thercaso

record time, Buropean

market: i currency

astronger competitor tothe dollar.
Since the beginning of this year, all
existing and future EU funding

ofunity in the
face of the psm‘lemic has once again
given way to the usual squabbles and
quarrels among EU member states,

‘may have )
“cakeism”. They devised a structure
that provides record amounts of money
to themselves without providing the
i financial safexuards capital

undera lookat the
Single EU-bonds umbrella. Size and  EU di markets
liquidity are thus further enhanced. A few features distinguish the EU  Investors ised that
Oustanding EU bondsand billsarcat ~ from other ional issucrs. The  the EU's triple A ratings d i
y fetturn-  bonds i i istics. They

overis healthy at about 40 per cent of
outstanding volume:Ligudity I broadly

by
But th ission itself

i any meaningful revenue

ources. Instead, i

Alas, the high hupex have not been

of financial support from its member

Moritz Kraemer is chief economist at
German bank LBBW
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Oil Brent $ Sep.
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‘Stock Market movements over last 30 days, with the FTSE All-World in the same currency as a comparison
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Lucia di Lammermoor
La Scala, Milan
s

James Imam

0Old-fashioned starry casting remains
the best way to ensure box-office suc-
cess in Milan, and Juan Diego Flérez
and Lisette Oropesa have done the
trick for La Scala’s new production of
Lucia di Lammermoor. The duo did not
disappoint on the opening night, when
La Scala’s exacting audience filled the
auditorium with untypically delirious
applause.

Adapted from Walter Scott’s historical
novel, Donizetti’s dramma tragico cen-
tres on Lucia’s tragic fate after Enrico,
her brother, arranges her marriage to
settle his financial woes. La Scala origi-
nally conceived the production to open

Tenderness and fragility: Lisctte Oropesa as Lucia in ‘Lucia di Lammermoor” - rescse amseo

the season in 2020 but cancelled the

ntherwnr]d.ly glass hzrmqmm r:;thar

oflockdown. The
Milanhouse has’ bnied its| trme msched—

an flute, O
mad scene, her chemlxu’y with Fléres

Enrico, a

A Streetcar Named Desire
Theatre Royal Glasgow
Hokk

Louise Levene

A steamy night in chilly Glasgow
for the latest revival of A Streetcar
Named Desire, strongly played and
danced by Scottish Ballet and
newly energised by Royal Ballet
guest Ryoichi Hirano as the bestial
but beguiling Stanley Kowalski.

The 2012 production was a bold
commission by the company’s
then-director Ashley Page, co-
devised by theatre director Nancy
Meckler and Belgian-Colombian
choreographer Annabelle Lopez
Ochoa. The scenario sticks fairly
closely to Tennessee Williams's 11
scenes but opts to reorder the
material, robbing Blanche's arrival
of its mystery and giving us her
whole tragic back story in an
expository prologue.

Blanche DuBois, an innocent
southern belle in white chiffon, is
wooed and won by a nice young
‘man, only to see him retreat to the
other end of the ballroom with one
of their (male) wedding guests
before shooting himself. Sister

the space so that we can distin-
guish past from present.

Peter Salem’s cinematic score is
a smooth mix of pre-recorded
sound — trains, church bells, mali-
ciouswhispers —and hisownjazzy
writing. During flashbacks, 18
members of the Scottish Ballet
Orchestra are supplemented by
mangled snatches of “It’s Only a
Paper Moon” and the folksy
“Varsouviana” polka.

Thursday’s cast was led by a
nervy, expressive Marge Hendrick
as the brittle, deluded heroine.
Lopez Ochoa’s pairwork takes
care to embody Blanche’s many
relationships. There are faux-

uling the run
Oropesa’savailabi

‘That, in hindsight, wasasmart move,
with Flérez cnsuring a stirringly dra-
matic and noble reading of the opera’s
hero, Edgardo. At the age of 50, the

Music director Riccardo Chailly, an
erstwhile musical revisionist, formed
the third pillar of this performance,
drawing playing that tecmed with unfa-
miliar detail, from grimly slithering

Pertusi’

show. There

Stella leaves for New Orleans,sun-  Ryoichi Hirano as Stanley
dry relations drop dead (in canon)
Boris Pmkhasnvlch s menncmg and Mis tothe innocent for her dates
kind: of strangers with a  with Jerome Barnes’s Mitch, a
Edgardo’s authentic love, and Mlchele bottle of whiskey ina seedy hotel.  study in klutzy virtuosity. Key
You could argue that thischrono-  momentsof her ugly pastare chill-
this was much more dnanuwoamg:r logical treatment makes better ingly conveyed in a pass-the-
sensein i if  parcel pasd
butions from Valentina Pluzhnikova so why all the The  for the final si

(Alisa) and Leonardo Cortellazzi
(Arturo). La Scald'sirrepressible chorus

Peruvian tenor, who has beend to
some heavier romantic roles of late, has
lost little of his trademark burnish, his

lower strings to cxpl hes that

fizzled intoskittering waltzes. The con-
ductor locked into the vocal lines with
in speed, artfully col-

The audience reserved a smattering
of indignant boos for Yannis Koldkos's
staging that failed to flesh

high-lying voice
through Donizetti’s voluptuous bel
canto lines. Flérez infused his crystal-

clearItaliantext with ai(:ctmgpau;as
Oropesa was not upstaged, the
soprano streaming through acrobatic
coloratura runs with a crystalline preci-
sion that never interrupted the shapely
flow of her phrases. Her slender-toned
interpretation radiated a tenderness
and fragility that made Lucia’s demnise at
the hands of a brutal patriarchal society
especially compelling. Accompanied by

ouring onstage contributions rather
than smothering them.
Chailly has selected a two-year-old

out decorative backdrops, including a
forest complete with large statues of

edition of the score for this production
that reinstates music cut in most per-
formances today, claiming that it
ensures better flow the

wil
ing concept. Given the quality of the
playing and singing, that hardly mat-
tered. As in the days whru Renata

bloodstained bridegroom regu-
larly plays ghostly gooseberry in
Blanche's affairs and her sordid
past is re-enacted by a dop-
pelginger entertaining gentleman
callers ina cool follow spot.

Nicola Turner’s clever, adapta-
ble designs begin with an ingen-
ious puzzle-brick picture of the
DuBois family mansion which col-
lapses spectacularly, its beer crate
blocks supplying props and farni-

opera. It was arguably more his crafts-
manship, however, that cohered playing
into a seamless whole, Chailly painting
scenes with the breadth and rich detail
of an enormous fresco.

was paramount.

with her predatory brother-in-law.

Hirano excels as a ballet prince
but isat his very best in more dra-
matically complex roles: Leontes,
Rudolf, Onegin, Lescaut. In Street-
car he dominates the action witha
pantherish blend of grace and
menace. Bethany Kingsley-Garner
is more than a match for her hand-
some Stanley and relishes the no-
holds-barred duet which gives
unnerving physical expression to

Scotto, ills and L P oftheaction. Williams’s orgasmic “coloured
ol graced La Scala's stage in perform- Tim Mitchell' lighting s domi-  lights” and reminds us, crucially,
ances of Lucia, on this occasion music nated by the naked lightbulbs  that herncedis asgreatas his.

that the ageing Blanche has

learned toloathe and he sets cach Y]

scene with skill, carcfully zoning scottishballet.co.uk

To May?, teatroallascala.org
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winning actress
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Hollywood

Join the FTWeekend Hear the orthopaedic
Interview with author doctor breaking all
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‘Ta-Nehisi Coates in conversation with
Jo Ellison, editor
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Salman Rushdie wil be
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Victory City, and his long.
career as an author
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After the deluge —it's up to you

Flooded

PC

Terra Nil

PC &Neffii Games

Chris Allnutt

Do you ever wonder if theres too much
destruction in games? No, me neither.
But it can sometimes feel as though the
depths of virtual obliteration we enjoy
haven't quite been matched by an equal
and opposite desire to foster and pre-
servelife. At a time when climate change
posessuch a threat to our ability to con-
tinue blowing each other up online, it's
reassuring to find two new titles facing
down our ecologically fraught future
with a determination that would make
David Attenborough proud.

The first is Flooded, a “reversed city-
builder” in which the world has been
engulfed by rising sea levels and you
must help a stranded group of miners
escape a watery grave. Before you can
fle Lo the next it of high ground, how-

, players cncounter

The world is way past flooding in Terra
Nil. Confronted with a barren, lifeless
planet, your objective is to restore
water, flora and fauna across a series of

hreat

yourself and make sureliving beings can
survive in your creation. Andthere’sno
point getting this far if you can't afford
anyofthetoolstodoso.
T Terra Nl has dekib

Thisi than
done. To cover the soil in lush grass,
you'll need an irrigator — but these need
clean soil. To clean the soil you need
toxin scrubbers. To power them, you'll
need wind turbines. For turbines, you'll

ever, you'll necd bi
— constructing buildings, accumulating
resources, cxplnrmg — and advance
through four technological eras. As you
build up infrastructure, a clock ticks
ominously down in the corner; when it
reaches zero, more land will give way to
the sea, taking with it any buildings
you've erected. Allow the waves toreach
the heart of your base and it'sgame over.
Whether it’s adding water supply to
increase your workforce, bringing in
‘miners to boost your resources, usi
those resources to add electricity or
researching technologies, there is
always something in Flooded that
requires your attention. The prospect of

cifier. To build a calcifier, you'll need a
river, Rivers are filled by water pumps,
which need to be placed in dry river

ly been made
this hard in order toshow the complexi-
ties of sustainable development, then
it’s working. I had to restart the very
first region multiple times because my
construction had beentooshort-sighted
or my rewilding too patchy to support
the necessary animal habitats or fund
the clean-up. But when it all comes
together and the rains hegm to ﬁllaud
the flami

beds. The river beds,
but again requires power — and also
poisons the land around it. Got it? Job
one for your would-be eco-warrior is
to work out where and when to place
the

ese structures.
It doesn't end there, though —having

created the conditions for life, you'll
need to cultivate it. Once the environ-

home you'vesculpted fnﬂ.hem,a]llhm
environmental planning procedures
fade from your mind. I¥s a_ rewarding
experience. kA ki

‘Where both Flooded and Terra Nil suc-
ceed is that neither sets out to preach:
although there are allusions to the
theme, these are not explicitly climate-

ks littl i Valley,
you'll be given targets for habitats such
as wetlands, meadows and forests in
preparation for the final stage of the

losing your’ the
end of each countdown adds another
layer of complexity, forcing a trade-off
n expansionand optimisation.

Its not just water levels you have to
contend with: trees and rocks act as
obstacles to construction; weather can
be either a boon or a burden to your
buildings; and pirates, prosperingin this
new water-based economy, will try to
attack your island. It's a compelling
combination of base-building, tower
defence and real-time strategy whose
procedurally generated maps, different
modes and £10 price tag more than
make up for its relatively short cam-
paign length. And its combination of
human and environmental threats isan
effective reminder that when it comes to
the climate, weare often our own worst
enemies. dok ks

fall the ugly struc-
tures yow've littered the landscape with
and replacing them with wildlife. This
isn’t Ohio — you've got toclean up after

h What they do instead is
create clever mechanics around envi-
ronmental destruction and reinforce
the notion that there are actions we can
take to counter it. And rather than let-
ting you shrug and leave it to Greta
Thunberg to sort out, in these games it
reallyisall down toyou.

‘The world has
Deenengulfed
by rising sea
levels in
‘Flooded”
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FT BIG READ. FINANCIAL REGULATION

Over their first decade, the FCA and the PRA have had to guard against scandals even as government

By Laura Noonan

priorities shifted away from punishing errant bankers and towards post-Brexit growth.

e 2008 financial crisis was
acalamity for many, but for
David Cameron and George
Osborne, thenleaders of the
UK’s Conservative opposi-
tion party, it was also anopportunity.

After Lehman Brothers collapsed in
the US and the UK nationalised several
banks, Osborne devised a plan to dis-
‘mantle the regulatory structure created
by the ruling Labour party centred on
the Financial Services Authority.

After the 2010 clection, he put the plan
into practice. James Sassoon, the former
civil servant charged with creating the
blueprint, says it was clear before the
crisis that, from “the division of respon-
sibility for identifying problems, and
‘where the tools were to resolve them,
that [set-up] was not working”.

“The ¥SA was abolished. In its place
came two regulators: the Prudential
Regulation Authority, which sits under
the Bankof kngland and aversees banks
and insurersbig enough to pose a threat
to the wider financial system if they
were to fail; and the Financial Conduct
Authority, which is accountable to the
“I'easury and parliament, and regulates
the widerfinancial services industry.

But in the 10 years since Osborne’s
“twin peaks” regulatory regime com-
‘menced operation, bath the regulators
he created have faced accusations that
their risk aversion is hobbling the City’s
effortstocarve outa post-Brexit future.

The FCA, which regulates the
day-to-day behaviour of more than
60,000 firms ranging from spread
betting companies to pension providers
and high-street lenders, has faced ques-
tions about its operational effectiveness
asits remit continually expanded.

“Ithink the FCA's [task] is genuinely
quite a lot more difficult because it’s so
broad, and also because of the repeated
habit of governments and parliament of
‘handing it other stuff” says Sam Woods,
chiefexecutive of the PRA.

Woods, who sits on the FCA's board,
‘has also had run-ins with Westminster;
this year, he and Bank of England gover-
nor Andrew Bailey argued that planned
changes to the regulation of insurers
would increase the chances of a
taxpayer-funded bailout. Ministers
have indicated they intend to proceed
with the reforms anyway. Woods denies
the episode put the regulator's
independence at risk. “If that did start
‘happening repeatedly . . .1 think you'd
hhave aproblem, but I'm not expecting it
10 hetells the Financial Times.

But both he and FUA chief executive
Nikhil Rathi have indicated that they
intend to continue to speak truth to
powerwhen they teelitisrequired.

“what'simportant for [the ¥CA] todo
is to explain where something falls
within our remit, and where we see
some tension with our objectives, just to
explain that thoughtfully and carefully”
Rathitellsthe F1.

“The FCA is swamped
with the volume of
firmsitregulates . . . itis
amassive operational
challenge’

Last year’s crisi; ion fu

Clockwise from top.
Ieft: George Osborne,
Andrew Bailey,
Martin Wheatley,
Nikhil Rathi, Andrew
Griffith and, centre,
Tracey McDermott
RSO ——

Ten years on a political tightrope

Timeline
A decade of the
“‘twin peaks’ regime

He “looked absolutely the right
person onpaper, says one person close

think it was a good idea for the FCA to
getinvolved.” says Chris Woolard, who

“He'd come
from the private sector ... he had a
torridtime having to deal w.m all sorts

forseven
‘monthsin2020.
I [ty e tlal e ptenitie

2012

September First FCA chief Martin
Wheatley says, ahead of faking up
The role, that he plans fo ‘shoor
firs, ack questions larer’

2013

April FCA and PRA formally
created

2014

April FCA takes on consumer
credit, adding 35000 firms fo

its remit

2014-2015

FCA gets fough on consumer
credit, including crackdown on
payday lending

2016

June Brexit vote puls extra
workload on the FCA and PRA
October New FCA chief Andrew

of HongKong . . . But
for whatever reason iLdjdn'tworkam.
Wheatley pushed through big
changes to the regulation of financial
advice and continued to

:hc case, but you could say lhal it
‘might cause senior management stretch
because the organisation is having to

extract hundreds of millions of pounds
of ines relating to past misconduct from
banksand other institutions.
“Suddenly the government started
taking more of an interest in the FCA,
it felt like they saw us as a revenue
source,” says Matt Nunan, an FSA and
FCA enforcement official from 2007 to
2014, though the Ireas-

hange,” he adds.
Against that backdrop, recruiting a
successor to Wheatley was a challenge.
“1 wouldn't touch it with a bargepole,”
one international regulator who was
approached at the time told the FI'
recently, citing the vastness of the role

The minutes of FCA board meetings
from late last year show internal
concerns about how stretched the
organisation was becoming, with one
noting the need for “clear communica-
tion” with the Ireasury around “the
FCA's capability and support” in respect
of the future regulatory framework that
will underpin the UK’s post-Brexit
approachtorulemaking.

The Brexit dimension

The UK’s decision to leave the EU
created an immense amount of work tor
bothregulators butalso altered the UK’s
status in the global financial regulation

s e

months. The often-critical Treasury
select committee praised the FCA's cau-
tious approach to cryptocurrency — it
declined to apprave 85 per cent of those
who applied to be included in the UK’s
crypto register even as the government.
talked of making Londona cryptohub.
In January, the FCA appointed a
generally respected chair in the shape
of Ashley Alder, a lawyer who, like
Wheatley, previously headed Hong
Kong’s financial regulator. Meanwhile
Rathi, a former Treasury official and
London Stock Exchange executive
appointed in 2020 alter Bailey was
made governor of the Bok, has whittled

and

‘Iracey McDermott, the ¥CA’s head of
ion, was installed on a tempo-

ury never sought toinfluence cases.

But Wheatley's guilty-until-proven-
innocent approach rankled many, and
he soon fell victim to a change in
political priorities. From 2015, Osborne
sought to normalise relations with the
City and by then Wheatley had “burnt
through a lot of goodwill very quickly”,
recalls one industry insider. “There

employing liability-driven investment
strategies, along with the more recent
rescue of Credit Suisse and the travails
of various midsized US banks, have
reminded politicians that excessive risk
and poor management have not disap-
peared from the financialsystem.
After10 yearsin operation, the finan-
cial industry’s watchdogs are still
learning to navigate the delicate path
between supporting growth and guard-
ingagainst repeats of past scandals.

Political from the start

Howard Davies, a previous chair of the
FSA, says the creation of two separate
regulators “was a political decision” that
allowed the Conservatives to blame
Labour for the fact that the UK had a
worse crisis than other jurisdictions.

Other FSA insiders say the govern-
‘ment of the day became very focused on
bringing cases against bankers in the
aftermathofthecrisis.

‘Woods believes the main motivation
for two regulators “was the idea . . . that
the conduct side of regulation is
extremely voluminous and very noisy
and there is a risk that, puucuhrly

Bailey in hie

1o fame expectations of the
requlator, while pledging
transparency

2019

June Collapse of the Woodford
Equity Income fund brings criticism
of FCAinaction

2020

December Independent review

o minibonds scandal finds FCA
did not effecti

werenot leftin thebank”

In the summer of 2015, Osborne told
him his contract would not be renewed
the following year. Wheatley, who did
not respond to a request to be inter-
viewed for this picce, promptly quit.

A scnior official of the day describes
the episode as “a choice to override
independence in orderto bring conduct
policyinto lincwith political wishes.

“Wheatley was_experienced in
market and conduct

rary basis before Andrew Bailey, who
had been head of the PRA, took over in
2016. Bailey immediately made expec-

suuunnfmgulanun
of

down
tionsto5,000 from a highof12,500.

MPs pushed Iwr a “Brexit dividend” to

free the City from what they regarded

EU shackles and to embrace a more
il ;

genuine regulatory concerns about the
applications — and promises to be
“much more Iurthrxght and much more

Woolard says a 2016 mission state-
ment was “an attempt to get clarity with
the public and politicians around the
fact that for the majority of firms, this s
not about the kind of continuous super-
“We are independent but
we don'tliveina
vacuum; we must take
accountof the

government’s policies’

vision a large bank or insurer might

“Where the government wants to go
now is different to where it wanted to
gowhenit appointed some of these peo-
ple,” another senior City executive says,
adding that the “government hasn’t
helped itself. We've had a lot of govern-
‘ments, alot of different chancellors.”

Miles Celic, head of lobby group
TheCityUK, says both the FCA and the
PRA need a cultural shift away from the

“excessive risk aversion” that seems to
be driving them to “climinate every
[urm o[nsk from the system: am‘lmdeed

at”in future.
Rathi has also appmmzd a transfor-
mation director to implement a plan to
use data more cffectively and says it is
now using data “on an industrial scale”,
for instance intervening in financial
promotions 8000 times last year —
a13-fold increaseonits 2021 tally.
Some political pressure has also
cased. A plan mooted by Liz Truss
ahead of her brief premiership to fold
the FCA back into the PRA appears to
have found no favour with her succes-
sor, while a separate proposal to allow

It was [hls tension that led to the
bust-up between the PRA and ministers
overth fSolvency I, the

and regulate’

2021

July FCA signals it willinfroduce
“Consumer Duty’ rule despite
widespread concerns about
implementation

2022

July Public accounts committee
arificises FCA for allowing ‘pension
swirching' that left former Brirish
Steel employees worse off
September Brief crisis as pension
funds using LDI straregies face
heavy margin calls

December FCA given new

powers 10 regulate pars of the

former “Since then, no FCA
CEO or chair has had direct experience
of the FCA's mission until the [latest]
chair. Instead, FCA appointments have
b = hich i

The FCA has also assumed new pow-
ers to oversee some parts of the fast-
growingcryptocurrency industry and in
2021 announced it would introduce

rules that apply to large insurance
companies. The Treasury wanted looser
rules so insurers could invest more in
infrastructure projects; the BoE wanted

inabroadly related field is enough.”

Rathi regards dealing with the politics
as part of the job. “We are operationally
independent but we don't live in a
vacuum and we must take account
of the government’s economic poli-
cies ... And those economic policy
priorities can evolve over time,” hesays.

"lhe PRA's Woods adds: “You need to
be very clear about your operational
independence. But of course, you do
work within a wider climate . .. and so
as the political tune changes, you need

through good times, [
regulation] will et submerged”.
But

Y; 15 pr
for approach as many registration

dimension: “I'here had been a big
blow-up. So, yeah, let’s move the deck
chairs around, put them into a different
shape, and it ll work better”

“The FCA's first chief executive was
Martin Wheatley, a Briton who had
previously run Hong Kong’s securities
regulator and who told MPs before
taking up the role that he would usethe
FCA's carly intervention powers to

“shoot first and ask questions later”.

2023

February Ministers say they will
press ahead with Solvency l reform
despite PRA warning that it could
increase risks

Mareh Silicon Valley Bank implodes.
PRA says the UK's swift handling of
ailure shows how well the
regulatory structure works.

https://ft.pressreader.com/v99f/20230418

Scope creep
A parallel challenge at the KCA was the
gradual expansion of its remit. ‘The first
big addition was consumer credit
regulation, previously overseen by the
Office of rair ‘Irading, in 2014. ‘That
gave the FCA an extra 35,000 firms to
aversee. In the same year, ministersalso
ordered the FCA to create astandalone

As the work piled up, staff vacancies
rose and morale worsened; by early
2022, just 33 per cent of staff had
confidence in the FCA's leadership, an

internal survey revealed.
The industry complained volubly
about. ctiv-

But the PRA and the BoE said the

y -
making hasalso beenabandoned.
Woods says the PRA has overseen a
rebuilding of banks” capital levels and
that “the political wind was in our sails
for most of that journey”. But the
climate has become more deregulatory
“nnd that introduces abitoftension”.
one needs to be sensitive to
Ll\as: things and you're trying to navi-

providers going bust. Woods describes
the issue as “an item that we consid-
ered . . . important enough to argue
that point in a climate that was obvi-

ities and staff. “Ihe FCA is swampeﬂ
with the volume of firms it regulates,”
says David Postings, chief executive of
UK ¥inance, a lobby group. “IL is a
‘massive operational challes

b bl e e en Shnpl
damaging”, one financial adviser
says, adding that deals have fallen

through because approvals could not be
processed in time.

The ECA was also heavily criticised
for inadequate supervision of London
Capital & Finance, which collapsed
in 2019 leaving investors out of pocket,
and its failure to prevent the implo:
of Neil Woodford’s Hlagship equities
fund, wlndl found itself unable

regulator
“There was a phase where there was

toli positions in unquoted
stocks quickly enough to rcpay

that idn't

ously not goin; -

totake that pointavery longway”.
Postings argues that the FUA's
forthcoming consumer reforms, which
require the industry to deliver “good
outcomes” for clients, could lead to less
choice for customers as firms pull back
oftherules.

y

Harriett Baldwin, the Conservative
chair of the Treasury select committee,
acknowledges that some differences of
opinion between regulators and their
political masters are inevitable. “rhose
can be thrashed out privately, occasion-
ally they will come into the open,”
she says. She would prefer the former
route: “What you want people to
observe is an economy that is firing on
all cylinders in terms of the role of the

the role of

Another senior City figure says the
consumer duty is partofa broader push
that will make the UK less competitive,
adding that he has told Prime Minister
Rishi Sunak that “regulators are going
inadifferent direction toyour direction,
and 1 think the industry would like
to see some more accountability
toparliament”,

Arecentreprieve

For all the criticism, both regulators
have notched up some wins in recent

the roleof the privatesector.”

Rathi says that for all the challenges,
the FCA has “played a central role in
managing through the extraordinary
market events, crises, we've seen”, and
points out that the regulator should
be judged as much by what has not
happenedasby what has.

“When things go wrong, there’s
obviouslyalot of focus on the regulator”
hesays. “Everything that goes right,and
that is prevented, it goes off unspoken
and unnoticed.”
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“Without fear and without favour’

Sudan’s warring generals must pull back from the brink

International actors should
useany sway over the
protagonists to calm tensions

There was a grim inevitability to
the fighting that erupted in Sudan
over the weekend. Ever since the army
and a paramilitary unit known as the
Rapid Support Forces ousted Omar
al-Bashir from his 30-year dictatorship
in 2019, they have shared an uneasy
power. Sudan may be Africa’s third-
largest country, but it is clearly not big
enough forbothofthem.

As jets strafe parts of the capital
Khartoum and as fighting spreads
around the country; the danger is that
Sudan will topple into full-fledged civil
war. That would be a disaster not only
for Sudan’s 45mn people, but also for

thewiderregion.
Slld:m borders on seven countries
and has theRed Sca

ft.com/opinion

it i e

passes. The Gulf states that have backed
the Sudanese government above all
fear chaos. They have placed too much
faith in the supposed stability provided
by strongmen.

The two men in question, each in
charge of different parts of the security
apparatus, are now in open warfare.
General Abdel Fattah al-Burhan, head
of the army and de facto ruler, has
ordered the dissolution of the Rapid
Support Forces run by his deputy,
Lieutenant General Mohamed Hamdan
Dagalo. He has branded Dagalo, better
known as Hemeti, “a criminal” while
the latter has pledged to kill Burhan
“like adog”. At stake is not only power,
but control of a kleptocratic economy. It
now lookslike a fight to the death.

Nearly 100 civilians have been killed.
Dreams of a transition to democracy,
‘which flickered after months of street
protests leading up to Bashir’s over-
throw, are shattered. They were always
based on the shaky idea that men with
guns and illicit business interests, not to

mention blood on their hnnds, ‘would
hand over authority to ci

More broadly, international hopes
that Sudan could be nudged towards
democracy through carrots, including
an end to western sanctions and the
prospect of debt relief, now look naive.
Sudan’s leaders have played the
west, including when Burhan met US
demands to recognise Israel, unlocking
finance in the process.

The biggest danger is that the conflict
in Sudan could pull in outside forces.
The United Arab Emirates and Saudi
Arabia have backed the military
government, with the former close
to Hemeti. Egypt has supported
Burhan. At the weekend, Hemeti’s
forces captured dozens of Egyptian
soldiers said to be on joint exercises
‘withthearmy.

Russia also has interests. Yevgeny
Pngnzhm the man behind the notori-

us paramilitary group Wagner, owns a
Sudancs: gold company, the US Treas-
ury says, and reportedly has ties to

It wasalwaysa

shaky idea that
men with guns
and illicit
business
interests, not to
mention blood
on their hands,
would hand

ov

authority
tocivilians

Hemeti's own gold operationsin Darfur.
Moscow has not only benefited from
goldshipments, but has pressed the gen-
erals for military accesstoPort Sudan.

This is a toxic mix. But it serves no
one's interests, not even Russias, to see
Sudan descend into war. Insofar as
international actors have sway over the
two main protagonists, they should
push for a ceasefire and help Sudan
pull back from the brink. Washington,
‘which still has some financial leverage,
should consider targeted sanctions on
Burhan, Hemeti and associates to try to
staunch the flow of money and arms.

Of course, any break in hostilities
would still leave in charge the two men
who have brought the country to
this point, most likely to fight another
day. To democrats, Sudan provides
acautionary tale. Even when millions of
people take to the streets, it is very hard
to prise men with guns from power. Yet
until the military is forced tostand aside
—an even more distant prospect now —
the country’s prospects are bleak.
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We cannot ‘unsee race, but
We can view it in context
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Revanchist China fuels Indo-Pacific rearming

‘There are a number of broad-based
assertions in Gideon Rachman's
column “Why Taiwan matters to the
world” (Opinion, April 11). But one of
the more dubious s the notion that

Democracies struggle to
confront today’s polycrisis

Ivan Krastev (“Democracies can't take

against Beijing instead of cateringto | mind when it formally agreed toa too much drama’, Opinion, April 10)
its wishes. highly expensive nuclear-powered rightly points out that modern
‘This s already happening Japanis | submarine deal with the US and representative demaocracics rest on
on course o double tsdefence budget | the UK this year the likelihood that losers in 2 given
infive years and is Could th hangeif | clection havea decent chance of

would react toa
mcuufnl Chinese invasion of the

developing longer-
range missiles that can reach Chinese

China subjugates Taiwan? Perhaps. But
‘we shouldn’t be under the illusion that

‘winning next time. And levelling the
influence of fanaticism and apathy at

island by accommodating Beffing on mrntnrymth:evento[amnﬂ:n such an operation would be casy, quick, | the ballot box underscores the political
other areas of policy. ‘The oreven ful over the long term | equality of all citizens.
The evidence thus far suggeststhe USmlI.\lxryfwaddmomlamess for the PRC, which hasn't foughtawar | Yetisit “the job of the election to
opposite: petrified that China would points. India is increasing its own. in more than four decades. ‘turn madness into reason and to
he iti aftera igni il Daniel R DePetris translate passions into interests”, as
successful Taiwan operation, other intell i Fellow, Defense Priorities (a Washington- | Krastev argues? Ideally, ditizens hold
countries in the Indo-Pacific region with Japan, Australia, the USand the | based think-tank) this quintessentially liberal promise.
would accelerate attempts tobalance | UK. And Australia clearly had Chinain | New Rochelle, N, US But'usmﬂanghuwmanydthe
political
Donald Trump and Emmm\ltIMzmn
; - Starmer should remember sanx | Why executives are often ; Recep T;wip;hrdosm“( nmlm i
quarter ofa century ago and my sense : . = 3 7 it njamin Netanyahu (we could a
T e e s leftists win elections too in denial about succession e e i
 first minister and prime min- “The soft leftists are the people that Margaret Heffernan makes some excautive power,fanned the polarising
ister respectively. [Keir] Starmer has to upset” istically insiy ributed to partisan
A country in which Sunak and Janan Ganesh writes in his column about Logan Roy, the foul-mouthed voters, and erodied the conditions for
Yousaf can reach the highest office is, “Starmer’s war on the left is business titan at the (HBOhit | genuinely
at least for the moment, a warmer unfinished” (Opinion, April 12). series Succession, in her article Memvrhl.lc the slow, ulcrr_memxl
home for all ethnic minorities than He concludes: “Only when heis “Succession is pai it doesm't ing of liberal
he election in 2008 of  oneinwhich they could not. Its notto resented by most of his own party need to be” (Opinion, March 27). democratic institations struggles to
Barack Obama, the first  say everythingin the UK isperfect.In | will swing voters believe he isa In particular the catch-22 polycrisis
black American president  the last month alone, the home secre- true moderate.” whereby Roy and his ilkc are the Governments seem to change too
was an occasion of great  tary, Suclla Braverman, has falsely In other words, Labour should shed people who most need th inf Iy Atthe
national excitement. The  suggested “almost all” members of | any pretence of radicalism or even available to help “scasoned exccutives” | moment it is moderation, rather than
same can't be said for the elections  grooming gangsin the UK are British liberalism and turn itself into an reposition their working lives, butare | radicalism, that seems excessive.
of Rishi Sunak, the UK’s first British-  Pakistanis, a charge that the Labour alternative Conservative party, which least likely totake advantage of them. | Sanjay Ruparelia
Indian prime minister, or Scottish party’s attack ads on Sunak seemed to indeed one might say is what happened T'd suggest there are two other factors | Jarislowsky Democracy Chair
first minister Humza Yousaf, thefirst  exploitand echo. But the accessionof |  under Tony Blair’s leadership. 5 at play. First, executive compensation | Torento Metropolitan University
Muslim politician to become a  the twomentothe two jobsisabullish To make his point, Ganesh also HE's GoT THE NuMERACY schemes have increasingly blurred the Toronto, ON, Canada
national i indicator, claims that “the British choose Labour |  S1LL3 OF A SomETHING lines between what is a personal and
isa ibli i ime mif from the very right of OR OTHER YEAR oto ™ what is professional expense. .
stances in which they took office.  Obama’s electi i ¥ the party, when th The second is denial. Whateveryou | Correction
Obama was electedbythe voters,atthe to the age of Donald Trump. Now, one all”. But Clement Attlee won the think about the pay, the reality is
end o ight ycarsinoppositionfor the  of the few things most Americans can leadership of the Labour party in 1935 Harold Wilson likewise won the that i i #Anarticleon April17 wrongly
Democrats, and asa rel agree on s that their rac as the candidate of the lcft, against party leadership in 1963 as the ing. Unl tives plan | suggested Chy
within his party. Sunak and Yousaf ~and race relations has got more | Herbert Morrison, and then led the candidate of the left, against George anof_her big move” the thought of involved in the 1957 Treaty of Rome. The
became leader in whole or in part  vitriolic. Will the UK’s more low-key party, on a programme to the left of Brown, and then led the party to four | leaving the job can ying. 1986,
because they were the preferred can-  history-makers farcbetter? anything Jeremy Corbyn could have election victorics. Jane Maitland leadingtothe introduction of the Euro-
didateof their parties’establishments.  Well, maybe. There are two lessons imagined, to a landslide victory in Geoffrey Wheatcroft Executive Coach, Nailsworth peansingle marketin 1993, not 1992as
‘They tookoffice againsta backdrop  from the Obama-Trump years. The | 1945, and another victory in 1950. Combe Down, Somerset, UK Gloucestershire, UK wrongly stated inthe same article.
of crisis, some of which they helpedto  first is an old one: progress is not
create, and as leaders of parties that  linear. Things don't only get better.
But the second is that we will never
“unsee” race. That s, we are all shaped
The Obama-Trump years  notonly byourownexperiences,even or millions of years, humans | bullet train was inspired by a natural principles doesn't malke it
' if they took place a lifetime ago, but have mimicked nature. But | ki and a dogii Velero fita Traista, one
showed us progress is also by our parents, and their experi- ENVIRONMENT ‘now more and more by the way burrs stuck to its coat after ufthcaulhumnfzsmdyal
not linear. Things ences. And people will often want to companies are looking to awalk. And as a diabetic, iomimi inabili
: o celebrate their heritage and upbring- nature for solutions to some udnsemmyhmn_thcmnmblc "Velcm,fur:xample,ls agood fix but
don't only get better ing, and will therefore emphasise their ofthe world's biggest problems: a. of plasticand will
dlftaesces Forgoodand forill, Sunak process known as “biomimicry”. ﬁpcrdhanofmywwnhlkdpamm. Endlrpmllaudﬁ]l she says.
have been in power for more thana  and Yousaf's journeys to the top were H ow g€C kOS Airbus is taking inspirati Those ‘That's why Interface is working with
decade and are both, perlups, enter-  shapedbytheir ownbackgrounds. the dragonfly and its piercing, 360- But now that we are more urgently Biomimicry 33, the bionspired
inga period of prolonged declin During Yousaf’s campaign for the can hel us degree vision to help its aircraft “sec” | looking for d by Benyus,
chtodatthe  Scottish Nari P and manoeuvre better. Nasais ‘models that respect the planct’s on amore comprehensive nature-
elections of Sunak and Yousaf. Oneof  thereafter, it was commonplace to smlymgmewaysmnymm ecosystem, Lebdioui says, inspired solution. The “factory as
those peopl s me, and I trace  compare the snuiny of s athwich savet heplanet “biomimicry is having a boost — forest” concept aims to design
ck my to an unhappy ion given to his ﬂiﬂefnrmzemmwuj.hanf because solutions in nature tendtobe | factories to be more like natural
incident at primary school. I was  main leadership rival, Kate Forbes, Venus. San recently fficient and by, among other things,
sixyearsold, andthe girl who hadsat @ member of the Free Church of built g ofaterminal with concrete h i stem cooling air and water like
next to me for the best part of a year  Scotland. This isa view of the worldin ide,an | from ing”. aforest does, Benyus said.
informed me matter-of-factly thatshe  which merely beinga practising Mus- mrpuﬂspo]msp:mnm\i. mimicking | Interface, a global leader in But all this takes time, Nicole Miller,
‘wasn't going to be sittingnext to me  lim is a position of equal radicalism or the way coral reefs are built. Ford commercial floor coverings, was an Biomimicry 3.8's managing director,
anymore, because her mother had distinction in modern Britain to being avoids the word biomimicry but says | early adopter. One of its first nature- | told me. “Product innovation can be
told her she wasn't allowed to be  anavowed criticofabortion, same-sex it “used processes inspired by nature” | based innovations was carpet tiles where it starts [but] to be a truly
friends with Pakistanis. This came as  marriage and sex outsidewedlock. to design what will be its first carbon | inspired by the forest floor. “The big | regenerative business you have to look
something of a surprise to me for  But Yousaf's thnicity gives his gov- neutral vehicle manufacturing and revelation was there was variety in atwhat the company creates, where,
any number of reasons, not least the  ernmenta vencer of freshness that his battery campus in Tennessee. colour and pattern [on the forest and how — including both upstream
factTam ive CV asaministerin “It's an innovation practice where | floor] but it's pleasing to the eye” says | and downstream impacts. This is
Ilearnt two things from this. The  amiddling government would not. the peopl Liz Minné, i that
first isthat racists are not particularly ~ Something similar is true of Sunak. world . ... when they gotosolve a sustainability director. That meant docsn't happen overnight.”
isti or discerning. The He has Conservative pmbkm,thzysny,‘whltmth:natuﬂl carpet tiles could be substituted for “The good news?” Benyus said, “is
second isthat i he world has already sol one another and installed in that we'll have plenty of help. We are
racial tolerance: a country that was fanedsusplﬂnnfmmhlsuwnsldc that pmb]:m'}'andﬂlmﬂmyh-ym direction, “which meant alot less surrounded by geniuses” — by which
unwelcoming to one group of ethnic e is some kind of liberal wet. But the emulate that organism or ecosystem,” | waste, alot sell world has a lot
‘minorities would, almost certainly, fact that this same perception obtains Janine Benyus, a biologist who because they aren't ‘perfect”. This toteach us about howto live in it.
prove unwelcoming to me. I became  among liberals makes him a great popularised the term biomimicry, helpedleadtoan 85 per cent reduction | Learning those lessons “will take only
what theacademics MariaSobolewska  asset tothe Tory party. said ina recent radio interview. in waste sent to landfill, she says. stillness on our part, a quieting of the
and Robert Ford describeasa “neces- ~ What we can do instead of “unsee- “It's been around for a very long Interface also got inspiration from | voices of our own cleverness, and into
sity liberal” — someone who supports mg”mcnsmseenmnsmnmxt The time. Prehistoric men were shaping the gecko, the lizard that can cling to that quiet will come a symphony of
liberalism for reasons of self-interest ~ethnicity of the inister, and of spears by mimicking the shape of vertical surfaces, to develop a glue- good sense”. For the Earth's sake —
satherthanideological conviction. m—.lm[us, should be no more, or no animal tecth;” says Amir Lebdioui freei ion system with, and ours — I can only hope she’s right.
Like me, R does notclaim our family stories development economist at Soas environmental footprint 90 per cent
Pakistani heritage, though Yousaf mdLhecIm.heswewear X - University of London and an expert | less than The writer i ' I
does. Nonetheless, I can draw a direct by Patti Waldmeir on nature-inspired innovation. Japan's But just because a design is based on | based in Chicago

line between that horrible morning a

stephen. bush@ft.com

https://ft.pressreader.com/v99f/20230418
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Why countries are jostling to attract migrant workers

EMPLOYMENT

‘hen the word “migrant”
hits the headlines, it is
often i

together with

for Australia has

ssuresina swath of trics.
Almost half the global papuhllmn now
livesina country or area where thelife-
time fertility rate (the average number
of babies per woman) sits below the
“replacement rate” of2.1 — the number

that would keep the population stable.
 InCanada, the government s target-
not-

also promised reforms to make its
immigration system less complex and
more atiractive Lo permanent skilled
migrants. “We

isthe UK. Plenty of Brits
who voted against Brexit — myself

included — thought that

migration policy framework would be
most in line with public preferences, I

the country would become more insu-
Iar. But

own green revolutions, our digital revo-
lutions, and we’re competing with Ger-
many and the US and the UK and Can-
ada” Andrew Rosc from the Australian
Mission to the UN told the

ing that the worker-to-retiree ratio is
5 - %

the word “crisis”. But

another story about
‘migration is playing out, too — one in
which countries are increasingly vying
‘with one another to draw skilled work-
erstotheir shores.

“I'here has always been a global com-
petition to lure the top scientists, com-
puter engineers and entrepreneurs, but

s -

years ago to two-to-one by 2035. It
wants 465,000 new permanent resi-
dents this year (up from a record
405,000 last year), 485,000in2024 and
500,000in2025.

Germany, meanwhile, is trying to
attract more people from outside the
EU. It can o longer rely only on workers
from within the bloc, given that coun-

Nations want to bring in
a much wider range of
people with different skills
to tackle labour shortages

Vienna Migration Conference lastyear.
bumont says countries are “increas-

tries such as Poland

wider range of migrants with different
skills, from manufacturing to nursing
and construction.

Jean-Christophe Dumont, head of
international migration at the OECD,
says acute labour shortages after the
pandemic have been one driver,

ingly that ... it’s not

‘too. Under planned reforms, an “oppor-
tunity card” will use a points system to
allow skilled people tomove to Germany
more easily. It also wants to cut the
length of time people must live in the

enough to allow people to come. You
need to offer them an attractive pack-
age” Many factors matter: can they
bring their family? Can their spouse
work? Can they transition to a longer-

high of about half a mmm peopl: last
year. The UK shot into the top 10 of the
OECD’s rankings of countries that are
most attractive to highly skilled work-
Most strikingly, the public seems
Imrwnlnl..anOZl, for the first time in
polling history, more people favoured
‘maintaining, or even increasing, levels
of migration than favoured cuts.
One big question is whether govern-
ments will be able to maintain public
consent for bringing in more migrant

wouldh like what we
have now,” Ford tells me. “Very liberal
on student migration, which voters
don't care about at all, and rules-based
liberalism on thelabour market.”

On the other hand, the mood might
change if the cconomic cycle turns
sharply. Policymakers who want to
maintain public consent should make
sure they enforce robust floors under
pay and working conditions, so
migrants aren't exploited and locals
don't feel undercut in a downturn
(somethingthe UK has failed miserably
to do for agricultural workers). They

workers (s people

ness about irregular migration). Rob

¥ord, a politics professor at Manchester

university, is cautiously optimistic for

the UK, at least. First, there are struc-
¥ b 1 lewhoh

P .

Even then, there could be “unex-
ploded landmines” that suddenly
changc the debate, says Ford. “IUs

immigra-
been to llniversity are more open to mmas anissue —immigrantsare by det-
the s iders, and one of the most

hzcnmmg!\‘txdﬂy ‘more zdllmlr:d.
Plus, the post-rexit i

pnwtrlul mm])z]gu mesng:s m politics
is, 1

country betore they
and to lift the ban on dual citizenship

Willthey feel
Ifit is a race, one of the unexpected

Uy
have asked me in spring 2016 what

sarah.oconnor@ft.com

How the war in
Ukraine has
split the world

GLOBAL AFFAIRS

hile Joe Biden was on
a sentimental journey
to Ireland, Xi Jinping
was busy in Beijing.

America imposes economic sanctior
These developments are causing
some concern in Washington. Larry
Summers, the former US Treasury
secretary, spoke last week of “trou-
bling” signs that America was losing
global influence. He added that someone
froma developingcountry hadtold him:
“What we get from China is an airport.
‘What we get from America s a lecture”
A significant divergence in attitudes
to the war in Ukraine is driving these
shifts. Pratap Bhanu Mehta, an eminent

But the Russian economy has not

Silva of Brazil.

il suffered th ic collapse that
vikit:by Prexident kiimtiel Macion| | Barmach ofthe world, America's reac-  some predicted. In large part, this is
of France, the Chinese leader played  tion to the Russian i tobe  becawsca ial number of coun-
host to President Luiz Indcio Lula da invasi It j such

thlsmnshtuenzythlm isappealingto.  as China, India and Brazil — have kept
The memgmg to emerge from the Viewed lmm the us and much of tradingwith Russia.
China  Europe, isaunique  For these countries, the Ukraine war

Lu]le
. Brazil’s lead:

aunique response.

smd that his country wanted to work
with China to “balance world politics”
and accused America of “incentivising”
the war in Ukraine. He also backed a

As they see it, this is a very unusual

conflict since it is not about a boundary

dispute or even regime change. It isa.

war of territorial acquisition. Such
i ince 1

may beregretzble  but s conflct
iit of cease-

UK financial
regulation will be
more effective
after changes

Andrew
Griffith

namatterof daysin March, Silicon
Valley Bank went from sending
warning signals to full-scale col-
lapse — one of the fastest in the
history of finance.

Alarm bells began ringing in the
‘Lreasury early on the morning of kriday
March10, but they weren't the familiar
chimes of Big Ben; they meant trouble.

1 wor't discuss the exact decision-
making process, but the Treasury
machine —in lock-stepwith the Bank of
kngland — ran at full steam that week-
end. We worked all hours to supporta
deal, in which HSBC acquired SVE UK.
for the symbolic price of £1, in order to
contain the problem and protect the
tech sector — a eritical industry for
growing the UK economy.

1learnt many things during this epi-
sode, not least the commitment of the
Treasury and BoE officials who rose to
the challenge. But what struck me the
most was the agility and stability of our
financesector in the face of a crisis.

A quotation often attributed to Mark
Twain famously says that “history
never repeats itself, but it does often
rhyme”. Thanks to the reforms we put in
place after the global financial crisis,
those words rang true, and we avoided
the mammoth systemic issues wesaw in
2008, Put simply: the Britisharm of SVB
fell under UK rules, which made it infi-
nitely easier to sell to a buyer without
any cost to the taxpayer. That's because
it was subject to higher capital require-
ments and rules which separated its
capital and liquidity from its parent
company over the Atlantic. And with
the urgency of finding a solution before

The key is to maintain a
system that can face down
or deal with market shocks

like the collapse of SVB

created ne the restof the
world. They point to the impact of
the war on lood and energy prices, and
therefore on poor people around the
world. Rich people in the global south
are also getting nervous. Actions that

fences with the ‘prince, the Saudi
has clearly neither forgiven nor forgot-
ten his humiliation —and he s drawing
closertoChina.

Concerns about potential US sanc-

K d thefact
‘we had control of our own rule book was
avitalasset.

“Thesystem worked.

“The government’s objective now is to

tions in the Huture h

in the west —
such as the freezing of Russian foreign
rescrves and sancmms on the assets of
ta chilling

were widely applauded i

by
hres and compromises. S Jaishankar,
India’s foreign minister, gave pithy
expression to the global souths refusal

message about the potential danger of
keepingyourassets indollars.
‘the US dollar, which has gained

ing the US dollar's role in the el
financial system, remarking: “Every
night Lask myselfwhy all countrics have

cenvery: 945,
‘The attempted annexation of Kuwait in
1990 by Saddam Hussein of Iraq was
another example — and it provoked a

response. A war of annexa-

d, given the rise in tensions
between Washington and Beijing. What
if the US ever tried to imposc Russia-
style financial sanctions on China? The
dollar is the world’s most popular
currency for trade. But China is the

use ities provided to us by
Brexit to make the system even better.
And our “Edinburgh retorms” are the
blueprint for this.

‘There has been speculation about
whetherthese reforms have anyplace in
a prudent, well-run financial system.
Let

F Russia, witha as @ “safc  Rather than doing less trade with
much-quoted complant that Burope - haven” currency, now looks ess safe - Chin.some counrlsarelookingto o
thinks that are the less in dollars. Russia

world’s problems, but that the world’s

on the wrongside wfaxcnpqhhcll dis-

China has also made recent headway
with its Middle East diplomacy. This

tion, the US argues, is even more threat-
ening when carried out by Russia —a

month,
Saudi Arabia metin Beijing, after Clulm
brokered a deal to restore diplomatic

permanent
memberof the UN Security Council.
Inresponse tothe Ukraine war, meus

‘The preferred messages to the world
from Xi and China are clear: “While
America promotes war, China promates
peace. While China promotes trade,

economic and diplomatic nu::ut
Unprecedented economic sanctions
were imposed and Russian foreign
reserveswere frozen.

‘The Indians and others argue that
sanctions imposed on Russia have

Western sanctions
have sent a chilling
warning about keeping
your assets in dollars

pute with ‘hat particu-
larly concerns tmdmuml American
allies, such as Saudi Arabia, that are also
open to criticism on human rightsor the
useofmilitary force.

After Saudi Arabia’s de facto ruler,
‘Mohammed bin Salman, was impli-
cated in the brutal murder of the
journalist Jamal Khashoggi, Biden
called Saudi Arabiaa pariah. Although

moved in this direction for obvious
reasons and Beijing is encouraging
others —such as Saudi Arabia and Brazil

Qe sckorsi wil st sty il
promote growth in several ways. They
will remove EU measures which are
inappropriate to the UK to overhaul
London’s listing regime; they will liber-
alise what insurers can invest in; and

=, ¥ : they will revi post-crisisegula-
The US may be right that the war in ; tions such as ringfencing measures to

Ukraine is a struggle of address any

significance. But if it cannot persuade : thatmightgetintheway of growth.

or browbeat the rest of the world
into agreement, America's own global
position may becroded.

ide h ',

Competition authorities need to move fast and break up Al

Sarah
Myers West

£ ATis poised to occupy an increas-
ingly central place in our digital
infrastructure, it stimetothink long
andhard about whowill controlit.
At present, Big lech companies
such as Microsoft, Googleand Amazon
are positioned to strengthen their foot-
hold on the digital economy, consolidat-
ing their power by

Put it this way: if you take a plane
from London City Airport to Edinburgh,
'you want your pilots to use a checklist
that ensures your safety. A checklist
with too few items puts that safety at
risk. But usinga checklist the length of
the Oxford English Dictionary would
also increase risk by distracting the
pilots from their job of flying the plane
safely.

Just as a good checklist gets passen-
gers safely and quickly from A to B, soa
good and proportionate regulatory sys-
tem can help businesses fly — helping

Ali on, from massivedata  their domi platforms and ~ set i worse. That iswhy ition —starting with Microsoft’s | growthe UK economyat the same time.
setsto the computational powertoproc-  markets. we need early and sure-footed enfc recent move to limit todatafor |  The government’s changes certainly
ess them, to the skills and expertise OpenAl's release of an app market-  ment of competition law to shape the mmpmmrchmhntmxchmgmcs The | aren't abcul slripping away important
needed tobuild these ATsystems. place is an indicator that it intends to  direction of generative AL This is an resource in AT must also v, 1

These resource dependencies are a  operate from the same playbook, by  opportune moment for intervention:  be addressed: regulators in the UK, | resent a targckd and thoughtful
chokepoint even for companies suchas  offering a product and operating a  thereisalready a push for more muscu-  Japan, the France and | approad

Alphabet,
e For example, Alphabet

in which to compete with

of the laws to address

other ies. Amazon's launch of

its Al teams, forcing

Al cloud service Bedrock

them to overcome Intense internal
rivalries, while Microsoft is limiting
internal access to Al hardware to keep
Bing’s G'1-4 chatbot and its new Office
365 tools up and running. Sam Altman,
chief executive of ChatGri-maker
OpenAL described hi:

Sl bty i s
for future Al research. without the
robust enforcement of competition

putational costs as “cye-watering”.
while new start-ups are appearing,
OpenAl, Anthropic, Cohere and even
= s

Without robustly enforced
laws, Big Tech's advantage
over the digital economy
could be cemented

isalsoa casein point: Amazon will both

h ionof power in Big Tech.

‘most recently the US have all identified
concerns with the concentration in the

The US Federal Trade G
has demonstrated an appetite for early
intervention through its challenge to
Meta’s takeover ofthe VR studio Within,
indicatingthat it will be more aggressive
in targeting future harms to competi-
tionbefore they materialise.

FTC chair Lina Khan has expressed

cloud market.
among regulators about the dangers of
cloud monopolies should galvanise
structural interventions lhxt inncrpam

by

‘Working closely with regulators, we
are moving towards proportionate and
simple regulation that works for the UK.
and will help drive growth in the econ-
omy, while maintaining crucial safe-
guards for financial stability. The key is

future attempts at
these companies.
Generative Al could irreversibly
cement the Big Tech advantage. But
ion in the tech industry

AL, noting that in transitional moments

emerged partly because lax regulators

a
or deal effectively with market shocks
like the collapsc of SVB.

‘T’he events of the past tew years, from
the Covid-19 pandemic to the war in
Ukraine and economic volatility, have
d the resilience of our

like this one, i

missed many es to inter-
vene. This time around, we should learn
from past mistakes and act before the
‘market is cornered, It's naw regulators,
not companies, whn need to move fast
and break things:

The writer is a former senior adviser on AT
at the bederal Trade Commission and man-
aging director of the Al Now Institute.

laws, gencrative Al could irreversibly pe offcritsor often “panic” and toblock new
cement 8ig tech's advantage, givinga all have contracts with the big three  and operateaplatform, uedmAmxzan entrants through unlawful tactics to
handful of aver tech- Web Services, onwhich comp protect their domi Support for
nologythatmediates muchofourlives.  Given this resource intensity, there rvices. This s reinforced by the White
‘There are several reasons why, as  will be significant pressure to leverage  structure means Amazon iswell placed  House, through its executive order out-
things stand, there isno Al without Big ~ generative Al systems for profit. Here  to securc its dominant position in the its intention of curbing industry
“Tech. The biggest technology compa-  toa, Big Tech ies are best posi-  cloud i i
i ignificant first-1 - tioned. y digital If anti itive conduct by Big  Intervention is needed on several
Ket. they i AL Tech ies was a problem in the  fronts. Foronc, companiesmust be held
have access to the resources large-scale  tems can beapplied, and canmaximise  past, thei ive Al to stave off

https://ft.pressreader.com/v99f/20230418

financial system. But they also show the
need fora focus on growth.

“I'he measured changes to our regula-
tory regime that this government is tak-
ing forward will cement the position of
Britain’s financial services sector at the
heartoftheseefforts.

The writer is economic secretary to the
Treasury
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Charles Schwab:
fight or flight

Charles Schwab has shown that it can
ride out a deposit flight.

‘That is both good news and bad for
the leading US brokerage and bank,
whose share price has taken a drubbing
following the collapse of three regional
banks last month.

Client deposits stood at about
3326bn at the end of the first quarter.
That is down 11 per cent from the
previous quarter and 30 per cent lower

share price over the past month

suggests fears that Schwab has a

liquidity problem. Thal is wron.
Higher'

thhlum. peddling the metal

prices of fop

have held up despite a collapse in spot prices for the. baﬂe!v material.
current market prices. L

High-cost lithium carbonate

is expected to grow faster as the chemistry of batteries volves.

Lithium producers and spot prices

Share prices (rebased)
— Albermarie
—SOM ADR

Lithium Carbonate battery grade spot
price (China, Japan and Korea, $/kg) Upgrading

Lithium carbonate supply costs
Non-infegrated spodumene - Lepidolite m Direct brine
B Non-infegrated carbonate — minfegrated spodumene

overits long-term earnings trajectory is
the real worry.

Wood Group:
offshore score
After decades of aiding oil companies

to find prospective targets, Wood
Group became one itself. Private equity

than the year ago period. ‘group Apollo has tried to tempt Wood
Despite the outflow, Schwab he tabl i ince January.
increased revenue by 10 per cent to After “feedback” from shareholders,
$5.1bn. Net income was 14 per cent ‘Wood has decided to dicker with
‘higher at $1.6bn. Apolloover a “final” offer of 240p per
The good news s that the moneyis | sharein cash, offered earlier in April.

not leaving Schwab. Clients are mostly
‘moving any uninvested cash from its
Tow-yiclding bank deposits into moncy-
‘market funds offered by Schwab.

True, the 027 per cent it nets in fees
on these funds is paltry compared with
what it would earn by putting clients’
idle cash to work itsclf.

But the volume effect helps. The
amount of cash parked in Schwab
‘money market funds 150 per

Apollo will now begin its due diligence
in carnest and may water down or
improve its terms subsequently. A deal
at that price — 20 per cent above its
opening approach — values Wood at
just over £2.2bn including net debt.
‘There s symmetry to that number.
Wood paid a similar amount for its
then UK rival Amec Foster Wheeler
(AFW) in2017. Wood inherited
cts and historic

cent to $358bn during the first quarter.

Unfortunately, Schwab buttressed its
finances by borrowing heavily from the
Federal Home Loan Bank system. It
tapped the FHLE for $33.2bn during
the first quarter, taking its total
borrowing to $45.6bn..

This has helped provide a financial
buffer for Schwab and keep its tier one
leverage ratio at  healthy 7.1 per cent,
well above the regulatory minimum
of 4 per cent.

‘But emergency liquidity is
expensive. Schwab s paying about
5 per cent on these short-term loans.
That compares with the 2 per cent
average yield that it expects to receive
from its securities holdings when
they mature, Schwab said that it
expected to pay back the FHLB
Toans by the end 0f2024.

‘Moreover, Schwab’s first-quarter
results do not offer a full picture of the
pressure it will face in the coming
quarters. Net interest income benefited
greatly from the sharp spike in interest
rates last year.

Assuming rates will eventually fall,
these gains will be tougher in the
quarters ahead.

A one-third drop in the company’s

corruption allegations — now settled —
from the ill-fated deal. Exceptional
charges have averaged $150mn a year
since 2017, Jefferies analyst Mark
‘Wilson estimates. In 2022 Wood had
negative free cash flow of $730mn,
partly due to these legacy AFW issues.
‘This would leave Apollo with a
business moving away from its often
lossmaking fixed-price contracts to
steadicr cost-reimbursable work in

Million fonnes of fithium carbonate equivalent

\ d
1004/”¥L .40 | Global lithium conversion capacity
5L 30

B China carbonate M China hydroxide * Ex-China

r T
Jan Jan Jan

T
Jan

100 ————20 ! mEx-China hydroxide ~ Recycle carbonate
o 3.0
— = o X
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THG/Apollo:
beautiful dreams

‘THG specialises in attraction.
No surprise then that its brief and
beleaguered history as a listed group
islittered with takeover approaches.
These have so far fallen by the
‘wayside. The market dares to hope that
the Iatest one from Apollo will succeed.
News of the bid — sketchy on details
— bounced the internet retailer’s shares
up more than 40 per cent yesterday.
‘Understandably, investors would

demand by 2030. An integrated
miner and refiner, the US-listed

carbonate, not the lithium hydroxide
formulas more commeon in non-

forever. ightly nudged it
But do not expect any

areas
Wood expects free cash flow, after the
impact of legacy issues, to turn positive
in2024. At 240p, Wood trades at an
enterprise value of 67 times forward
ebitda. That represents a discount to
peer Worley of Australia, which trades
at11.5 times, but a premium to Ttaly’s
Saipem on under five times.

Frankly, this looks a decent price
for sharcholders. Imagine in five years
Apollo sells Wood for seven times
its forecasted 2028 ebitda, having
borrowed 60 per cent for the purchase.

After interest charges the new
owners should compound low to
double-digit annual returns. More
debt, to pay for an added dividend to
Apollo, would improve an OK result.

‘Wood couldn't ignore bidders

back
much higher offers from Apollo either.

for $10.8bn. It
is paying Prometheus shareholders a 72
per cent premium over the three-
month average share price.

Jan 10
2019 2020 2001 2022 2023 o | cheeranoffer for THG. The Hut houses
200 21 22 25 24 25 amotley crew of businesses in the
Source Refirdiv Sources Campany, UES sstmstes beauty and wellness space. Prior to
news of Apollo's bid the company had
‘When China suffers ashort-circuit, | group has some of the lowest operating | Chinese EVs. At about $15 per kg the an enterprise value of about £1.5bn,
the rest of the world gets a shock. costs globally. ‘premium for lithium hydroxide is at alowly 06 times this year's sales. Its
‘The nation makes most of theworld’s |  While higher prices dobeost its five-year highs. share price has fallen some 90 per cent
electric vehicles. It controls supyly carnings, Albemarl isless scnsitiveto | More posiivel, cash margins for since the group’s PO in 2021
chains for batteries, However, hi ﬁnm - The problem has been THG's
Iacks large domestic deposits of e i e et aboutn tenth of total equi isappointing busi
lithium-bearing minerals. marginallthium supplies made from | lthium material supply — lmve THG consistently loses money at the
Slowing EV sales in China have the much cheaper negative. Key input operatingline. Raw materials have
hit battery demand. Spot prices begin toyweigh on prices. Albemarle spodumene may nieed to fall a further | become more expensive just as
forlithium carbonate there have and Chilean rival SQM are trading at 40 per cent before break-even is consumers are tightening their belts.
dropped 64 per cent this year to their cheapest forward earnings reached, thinks Morgan Stanley. This | But four profit warnings in the space
27,298 per tonne. valuations foralmst two decades. should curtail further spodumene of ayear have not inspired trust in
Despite th of ing pace of EV China’s sales investment in the short term. management’s forecasting capacity.
Tithium, soaring prices previously has undercut lithium’s price. Chinese An economic recovery in China THG's straitened circumstances
had reflected a supply pinch forthe | year-on-year sales growth for January | may improve Jithium
refined product used in EV batteries. | and February slowed compared with | market. Those confident ofa the group trades at an eye-popping
Top producer Albemarle recently 2021 and 2022. Domestically made EVs | recovery in lithium prices and the discount to the sum of its parts.
anticipated a fivefold growth in favour batteries made using lithium I.Dng term potential Inrcl:cl:nﬁcahwn Its beauty unit, with highly rated
i l-trodd

e A]'bemarleamiSQM_

desperate ifit is willing to pay $5bn
more than Prometheus’s valuation
dn-ee days ago. Butnhnsr_heﬁmds

online platforms, might alone be worth
£14bn, says broker Liberum, on an
undemanding multiple of one times
forward sales. Healthy nutrition, with
brands such as Myvegan, could be
worth another £1.8bn. Throw in
£500mn for its ccommerce technology

relds
ssoobn and it has: mDrEtllanBhn in

and th ise value would shoot

announced that it would acquire

Merck is cither

‘et the company’s monoclonal up to £37bn — more than double what
5 antibody it was yesterday morning.
Merc!(/Prometheus. bowel disease has yet to be fully dm gambles are required ahead of This gap helps explain why past
big pill to swallow approved. Ina q offpatent. | takeover talks have floundered.
! this deal Farge cashibal long with stable | THG chief, co-founder and largest
At Merck, 2028 is circled on the has the ik i inawobbly Matthew i
calendar. The New Jersey bigbets. pharma i
hi icals tit price has was born in the early dealk hy omes just weeks market price before. Apollo’s bid may
doubled in the past five years, well 2000s from research at Cedars-Sinai after Pfizer spent $43bn acquiring well go the way of its| pmaeccm-s
ahead of the wider S&P 500 index. hosplmhu Los Angeles (Cedars Sinaiis | SeaGen, s maker of cancer But if THG's
The catalyst is cancer treatment £ tists there noted ¥ Dt by Merck. to disappoint, pressure will only grow:
Keytruda, which generated one-third :he association of Crohn’s Disease and l_a[e last year, Amgen bought on Moulding to lower his expectations.
of Merck’s $60bn revenue last year. But | ulcerative colitis with a particular Horizon Therapeutics for $28bn.
Keytruda is expected to lose ts patent | protein known as TL1A. s drug that Biotech and life science valuations ety
protection in five years. tein, PRAO23, has only since 2021. But the Eoe b e sy aiorion
The future i now. On Sunday, Merck | reached Phase 2 approval. chance for premium buyouts has not o a1
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CROSSWORD
No 17,390 Set by BUCCANEER

ACROSS

1 Business welcomes a city in 07 help?
That's novel 6,25
9 Service with drink rapidly becomes
disappointment (3-£)

10 A great striker Initially piaying a blinder
3

11 Maybe sounds like a Berkshire home has
green lights around (5}

12 Scaly creature, fleet buf failless, Fm
going follove (%)

13 Taints and stains here cut out (9)

15 Cake one wil give raccoon-{ike animal
®

% Go off beer, drinking sizable cups (5)
18 Gathering around empty Slough building

again (%)

20 Dribbles past Everfon's wingers? They
hold people In thrall ()

23 Curiously diagonal walls in ancient
kingdom (5)

24 Big cat crossing river with grunt 7)

15 Grofesque fences round hofel in Turkish
city @

26 Occupant of chair goes for surprise
parties (69)

DOWN

1 Pair up with composer, boring chap one
9

JOTTER PAD

Solution 17,389
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In the new FT crossword app at

2 Person chanting about cracking football
club )

3 Low number keaping quiet, gefting
banned intoxicant

& One with working capital raised in Greek
region (5)

5 Choose current films — they exude
positivity (9)

& What Angus might wear in a party in
Cardiﬂ'” )

y of Spanish outfit including grand
mslgn!a on the outside (7)

8 A checker of accounts, | spot error —
high finks Involving head of accounting (15)
4 Husband and wife admitfing sore bum In
thong (9

15 Monarch wanting seconds eats
extravagant dessert (9)

17 Cleaner roughly donning camp aftire (7)
19 During parfy, men succeeded faking
shelter )

21 I leaving something rolied gold covers
®

22 Soldier's accessory, extremely siylish, a
big hif (5)
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