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ANNA NICOLAOU — NEW YORK

Spotify slumped to a €302mn loss last 
quarter as the group racked up costs 
axing podcasts and cutting jobs, over-
shadowing the record number of new 
users signed up during the period.

After investing heavily in an ambitious 
push into podcasts during the pan-
demic, Spotify retreated over the past 
year as investors grew impatient with 
the strategy. The company revealed the 
cost of that retreat yesterday, saying 
that it had incurred €91mn of expenses 
“related to efficiency efforts” such as 
real estate impairments and paying sev-
erance to employees it had fired. 

While Spotify’s bottom line suffered 
during the quarter, the company added 
10mn paying subscribers and 36mn 
users overall. More than half a billion 
people — 551mn users — are now signed 

up for Spotify worldwide. The robust 
growth shows that the subscriber slow-
down revealed by Netflix, which 
sparked a bruising correction across US 
media stocks, has not materialised at 
Spotify.

The digital-music service’s overall 
loss of €302mn in the three months to 
the end of June was more than double 
the €125mn it lost in the same period 
last year. Its revenues increased 11 per 
cent to €3.2bn from a year ago.

Spotify has cancelled a number of its 
original podcast shows over the past 
year, including several true crime series 
during the quarter, as it merged its Gim-
let and Parcast studios.

Shares in Spotify were down almost 15 
per cent by afternoon trading in New 
York.

It remains under pressure from share-
holders to curb costs. Activist investor 

ValueAct in February purchased a stake 
in Spotify, arguing that costs at the 
music service had “exploded” as it built 
out its podcast business.

Chief financial officer Paul Vogel told 
the Financial Times this year that pod-
casts were a “big drag on our business in 
2022” and that “when things aren’t 
working, we will be quicker to pull the 
plug”.

The group said it was raising prices in 
the US, UK and several other countries. 

In the US, a standard Spotify subscrip-
tion will now cost $11, up from $10 — the 
first such increase since launching in the 
country more than a decade ago. 

The move comes after rival Apple 
Music last year raised the price of its 
subscription to $11. On its website, Spot-
ify explained the price rise as a move to 
help the company “keep innovating in 
changing market conditions”.

Spotify takes hit from failing podcasts 
as record number of new users sign up
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Briefing

i US scrutinises Mubadala 
$3bn takeover of Fortress
US security officials are probing 
the Abu Dhabi sovereign wealth 
fund’s planned $3bn takeover of 
Fortress amid concerns over the 
UAE’s ties to China.— PAGE 6

i IMF forecasts upgraded 
The multilateral len der predicts 
global growth of 3 per cent this 
year and has said the risk of a 
crash landing for the world’s 
economy has receded.— PAGE 2

i UK credit costs soar
Britain is on track to spend 10 per 
cent of government revenue on 
bond costs this year — the 
developed world’s highest debt 
interest bill.— PAGE 10; LEX, PAGE 20

i EU offers grain routes
Brussels has said it could provide 
routes for much of Ukraine’s 
grain exports, following Russia’s 
decision to block their passage 
through the Black Sea.— PAGE 4

i Novartis rails at pricing
The Swiss group has warned that 
US pricing reforms risk damaging 
public health as drugmakers have 
already begun to cut investment 
in pills for elderly people.— PAGE 8

i GIC calls end of golden era
The Singapore fund, one of the 
biggest institutional investors in 
the world, has warned that many 
of the tailwinds for private equity 
“have come to an end”.— PAGE 10

Datawatch

As Joe Biden and Donald Trump, aged 80 

and 77 respectively, ponder a presidential 

run for 2024, about half of Americans see 

50 to 59 as the best age for a commander 

in chief. Of the 46 presidents so far, 54% 

were in that age group at inauguration. 

3 17 49 24

Presidential prime
% of Americans who say it is best for
US presidents to be in their …

Source: Pew Research Center
(Survey of US adults 5-11 June 2023)
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Searing heat
Algeria battles 
killer wildfires
Souhila Belkati stands inside her burnt-
out house following wildfires in Béjaïa, 
Algeria, where temperatures yesterday 
came close to 50C.

Algeria’s wildfires, which extend into 
Tunisia, have killed at least 34 people as 
8,000 firefighters struggled to put out 
more than 100 separate blazes. Soaring 
temperatures in the Mediterranean that 
prompted the evacuation of thousands 
of tourists from the Greek island of 
Rhodes last week have been attributed 
by scientists to climate change. 

University of Copenhagen research-
ers predict that ocean circulation in the 
north Atlantic is most likely to collapse 
around 2050, causing even more dram -
atic changes to the weather. Such a col-
lapse, one of the planet’s most feared 
“tipping points”, would bring stormier 
winters and drier summers to Europe. 
Report & Tipping point feared page 4
Brooke Masters page 19

JOE LEAHY — BEIJING
EDWARD WHITE — SEOUL 
DEMETRI SEVASTOPULO  — WASHINGTON

China has replaced foreign minister Qin 
Gang, one month after the former high-
flying favourite of President Xi Jinping 
disappeared from public view. 

Qin’s sudden disappearance came to 
light as Beijing was trying to restore dia-
logue with Washington and conduct a 
charm offensive with European nations 
after years of tense relations.

The affair has threatened to become 
an embarrassment for Xi, who analysts 
say handpicked Qin for the foreign min-
ister role late last year, shortly after the 
Chinese leader was confirmed for an 
unprecedented third term in office. 

China’s state news agency Xinhua said 
yesterday that the country’s rubber-

stamp parliament, the National People’s 
Congress, had removed Qin and 
replaced him with Wang Yi, the coun-
try’s most senior diplomat and Qin’s 
predecessor as minister. 

Qin had a meteoric rise from assistant 
foreign minister in 2017 to his appoint-
ment as ambassador to the US in 2021, 
foreign minister in December and as a 
member of China’s cabinet, the State 
Council, in March. 

But he abruptly vanished from public 

view on June 25 as he was preparing to 
attend a meeting of south-east Asian 
nations. The foreign ministry said his 
absence was due to “health reasons” but 
it subsequently refused to give further 
explanation despite being questioned 
on the matter at its daily press briefings. 

Qin’s replacement, Wang, aged 69, is a 
member of the Chinese Communist 
party’s elite 24-member politburo who 
served as foreign minister for nearly 10 
years from 2013.

Qin’s shock departure highlights a 
risk for Xi in the first year of his third 
five-year term as leader. Most of China’s 
top leadership are close allies of the 
powerful leader, meaning there is less 
space for shifting blame in the case of 
failed policies or personnel decisions.

“You need to see these situations as 

opportunities for others to put pressure 
on Xi Jinping,” said Alex Payette, chief 
executive of Cercius Group, a consult a -
ncy specialising in elite Chinese politics. 

Jude Blanchette, a China expert at the 
Center for Strategic and International 
Studies think-tank, said that the situa-
tion was “unique” because Qin was a 
trusted subordinate of Xi.

“This doesn’t mean Xi’s power has 
been shaken, just that he occasionally 
makes a bad bet,” said Blanchette, add-
ing that it would not fundamentally 
change foreign policy. “Xi was and will 
remain the dominant decision maker. 
Qin’s role was to implement Xi’s vision.”

Wang’s familiarity to the US and other 
major powers would help ensure conti-
nuity and predictability, said Paul 
Haenle, a former China adviser to US 

Ramzi Boudina/Reuters

presidents George W Bush and Barack 
Obama. “During an obviously disrup-
tive period for the Chinese foreign min-
istry, Wang Yi is one of the less disrup-
tive choices to take over,” he added. 

Dennis Wilder, a former top CIA 
China analyst, said Wang was the “safest 
choice possible” after Qin’s departure. 
“After an embarrassing 30-day absence, 
Xi needs to reassure the globe that there 
is no deep problem in the Chinese lead-
ership [and] that Qin Gang’s problems 
are personal, not national,” he said.

Qin’s disappearance and replacement 
came as China prepares for a potential 
meeting between Xi and President Joe 
Biden in November at the Asia-Pacific 
Economic Cooperation forum in the US.
Beijing offers few solutions page 2
China’s Cambodia base page 4

China appoints new foreign minister 
after disappearance of Xi protégé Qin 
3 Trusted ally not seen for a month 3 Senior diplomat Wang takes over 3 No change likely to policy

‘This doesn’t mean Xi’s 
power has been shaken, 
just that he occasionally 
makes a bad bet’
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INTERNATIONAL

COLBY SMITH — WASHINGTON

The risk of a crash landing for the global 
economy has receded, the IMF’s chief 
economist said as the multilateral len -
der predicted 3 per cent growth this 
year. 

In an interview with the Financial 
Times, Pierre-Olivier Gourinchas said 
the economic outlook had improved 
since it last published its projections in 
April amid a bout of stress. 

“Things are moving in the right direc-
tion,” he said, adding there was now less 
danger of global growth slipping to 2 per 

cent or below, since the most acute 
financial risks had abated.

The IMF considers that the UK will 
avoid recession, boosted by strong 
spending by consumers. 

But Gourinchas cautioned that ad -
van ced and emerging economies were 
not “out of the woods yet”, since central 
banks’ efforts to temper stubbornly 
high inflation would still weigh heavily 
on growth.

Yesterday’s forecast of 3 per cent 
growth for the global economy is 0.2 
percentage points higher than the fund 
predicted three months ago. It follows a 
stronger than expected first quarter, but 
is a step down from last year’s 3.5 per 
cent and below historical averages. 

The IMF expects growth to remain 
weak over the next five years, partly 

because of poor gains in productivity. 
Gourinchas said the odds of a soft land-
ing in the US, in which inflation is 
reduced without causing excessive job 
losses, had increased as price pressures 
had eased in recent months. The con-
sumer price index is running at an 
annual pace of 3 per cent.

The fund was less optimistic on Ger-
many’s economic prospects, forecasting 
a 0.3 per cent contraction this year, 
down from a smaller 0.1 per cent con-
traction in April, and maintained its call 
that China’s economy would grow by a 
modest 5.2 per cent in 2023. 

Debt distress across developing econ-
omies remains a top concern despite 
emerging countries generally remaining 
“resilient” to financial market volatility.

A lingering fear is that, despite sharp 

falls in headline rates, strong labour 
markets and potent consumer demand 
will make inflation hard to fully root 
out, meaning central banks will have to 
keep tightening monetary policy. 

Gourinchas also said yesterday that 
the collapse of the UN-brokered deal to 
export Ukrainian grain across the Black 
Sea was likely to put “upward pressure” 
on global food prices. Ukraine is one of 
the world’s biggest grain exporters, but 
the deal to enable exports to continue 
during the war with Russia collapsed 
this month after Moscow pulled out. 

Gourinchas anticipated little reprieve 
from rate-setters, even as the era of 
“outsized hikes” comes to a close. 

“We are nearing the peak of the hiking 
cycle, but we’re not quite there yet,” he 
said. “We’re going to see central banks 

holding . . . until they’re confident en -
ough the economy is on the right track.”

Further rate rises are expected from 
the US Federal Reserve, the European 
Central Bank and Bank of England over 
the coming days, and the IMF yesterday 
cautioned on any “premature easing”. 

Core inflation measures, which strip 
out changes in food and energy costs, 
will only very slowly return to the long-
standing 2 per cent targets most mone-
tary authorities home in on.

In 2023, the fund reckons on an an -
nual average basis, about half of econo-
mies will not have a decline in core infla-
tion. For advanced economies, it up gra -
ded near-term estimates compared 
with April’s figures by 0.3 percentage 
points in 2023 and 0.4 in 2024 to 5.1 per 
cent and 3.1 per cent, respectively. 

 

MARTIN ARNOLD  — FRANKFURT

Eurozone banks have reported a sharp 
fall in demand for business loans to its 
lowest level on record, bolstering calls 
for the European Central Bank to aban-
don hints of further interest rate rises.

The ECB’s quarterly survey of banks, 
which also showed falls in loan demand 
from households and a tightening of 
lenders’ credit criteria, adds to signs 
that high borrowing costs are having an 
increased impact on the economy.

The central bank has signalled plans 
to raise rates by a quarter percentage 
point tomorrow, extending its unprece-
dented year-long monetary policy tight-
ening aimed at bringing inflation back 
down from recent record highs to its 
2 per cent target.

Tighter monetary policy is designed 
to constrain demand for credit. But 
economists said the rapid contraction of 
bank lending makes the ECB governing 
council less likely to commit to another 
rate rise in September. 

“This entire batch of negative macro 
data combined with the increasing risk 
of a full-swing credit crunch in the euro-
zone strengthens the case for a pause 
after Thursday’s meeting,” said Carsten 
Brzeski, economist at Dutch bank ING.

Following two quarters of stagnation, 
the eurozone economy risks a continual 
downturn. Official growth figures for 
the second quarter are due out next 
Monday with no sign of a rebound.

“The doves will be pushing for a signal 
that this could be the last hike,” said 
Claus Vistesen, an economist at 
research group Pantheon Macroeco-
nomics. “I’m not sure they’ll get it 
though,” he said, adding that the ECB 
was likely to signal it would wait until it 
completed new economic forecasts in 
September before deciding whether to 
pause its monetary tightening.

The ECB has said the speed at which its 
policy tightening is transmitted to the 
wider economy by lifting the cost of 
financing and restricting its availability 
for companies and households is the 
deciding factor in stopping raising rates.

Its survey of 158 eurozone lenders 
found loan demand from businesses had 
“dropped to an all-time low since the 
start of the survey in 2003” after falling 
at a “substantially stronger” rate than 
projected in the three months to June. 

Banks blamed rising interest rates 
and lower investment financing needs 
for the fall in demand for loans, while   
continuing to tighten credit standards, 
limiting the availability of loans, despite 
the shift being less last quarter.

At 5.5 per cent in July, eurozone infla-
tion was almost treble the central bank’s 
target, despite slowing from a peak of 
10.6 per cent last year. 

ECB president Christine Lagarde said 
last month it “cannot declare victory 
yet”, adding it was “unlikely that in the 
near future the central bank will be able 
to state with full confidence that the 
peak rates have been reached”. 

The central bank forecast in March 
that eurozone output would grow 0.9 
per cent this year and inflation would 
remain above its target until 2025. 

“The problem is that an expensive 
summer tourist season could keep core 
inflation still elevated for a few more 
months,” said Holger Schmieding, chief 
economist at German bank Berenberg. 

Multilateral lender

IMF upgrades outlook for global economy 
Odds increase for US soft 
landing while Britain 
expected to avoid recession

Eurozone

Demand for 
business loans 
falls as ECB 
faces pressure 
on rate rises

BARNEY JOPSON — MADRID

Spain’s election stalemate has given a 
kingmaker role to a fugitive living in 
Belgium whose Catalan separatist 
party could determine whether Prime 
Minister Pedro Sánchez stays in power.

Simply by abstaining, the seven MPs of 
Together for Catalonia — a party under 
the sway of a man prosecutors sought an 
arrest warrant for on Monday — have 
the power to give Sánchez’s Socialists a 
route back to government from Spain’s 
inconclusive election. 

The opposition People’s party, the 
pre-vote favourite, is also embarking on 
talks with small regional groups in par-
liament in a bid to secure a governing 
majority. But it is the Socialists who 
have the best chance of success — if they 
can win over Together for Catalonia.

The party, also known as Junts, takes a 
hardline stance on separatism and still 
refers to its founder, Carles Puigdemont 
as “president”. He has been in self-
imposed exile in Brussels since Spain 
triggered a European arrest warrant 
against him for leading Catalonia’s 2017 
bid to break away from Spain.

As Spain was digesting the election 

results on Monday, Spanish prosecutors 
asked a judge to reissue the warrant for 
Puigdemont, a member of the European 
parliament, after he was stripped of his 
immunity by an EU judge this month. 
Prosecutors say he could face six to 12 
years in prison for embezzlement 
linked to a disputed independence ref-
erendum six years ago.

“One day you are decisive [to form-
ing] a Spanish government, the next day 
Spain orders your arrest,” Puigdemont, 
who regularly appears at party meetings 
via video link, wrote on Twitter.

On Monday, the leftwing Sumar 
party, which would join Sánchez’s 
Socialists in a coalition government, 
authorised its official, Jaume Asens, to 
begin talking to Together about a possi-
ble deal to give Sánchez another term.

Puigdemont’s allies were quick to sig-
nal publicly that Together would set a 
high price. “We are not here to save the 
kingdom of Spain but to serve Catalo-
nia,” said Míriam Nogueras, Together’s 
parliamentary spokesperson. “We will 
not make Sánchez prime minister in 
exchange for nothing.”

Jordi Turull, Together’s secretary-
general and one of nine leaders jailed for 

his role in the breakaway movement, 
said the party would demand a proper 
referendum on self-determination for 
Catalonia and an amnesty for those fac-
ing criminal proceedings over the 2017 
vote, which judges had ruled illegal.

Sánchez controversially pardoned the 
nine people who had been jailed in an 
effort to cool tensions in 2021, but hun-
dreds more still face investigations or 
penalties, including bans from public 

office, according to pro-independence 
group Òmnium Cultural.

It would be constitutionally impossi-
ble for Sánchez to allow an independ-
ence referendum and difficult to offer a 
full amnesty. “But those are maximalist 
demands,” said Pablo Simón, a profes-
sor of politics at Universidad Carlos III 
de Madrid. “Together is starting out 
hardline, then let’s see what happens.”

Forming a government requires an 

absolute majority of 176 seats in Spain’s 
350-seat Congress. Sánchez could reach 
172 with his existing coalition partner, 
now under the banner of Sumar, and 
other Catalan and Basque separatist 
parties that have consistently voted 
with him since 2018.

He would need the support of 
Together, with its seven seats, to bridge 
the final gap. Another option for Puigde-
mont’s party would be to abstain from 
the investiture vote, which would 
reduce the majority needed to 172.

MPs from Together voted against 
Sánchez when he formed a government 
in 2019 but have supported some of his 
legislative initiatives since then.

In this year’s election, the PP cam-
paigned fiercely against Sánchez for the 
“Frankenstein” government it said he 
had created, building a coalition with 
radical leftists that relied on votes of 
Catalan and Basque separatists. The 
addition of Together to the mix would 
intensify the criticism.

Sánchez became the head of a care-
taker government on Monday. Congress 
will convene on August 17 and the king 
will meet party leaders to see who has 
enough support to be prime minister. 

Together for Catalonia

Fugitive emerges as potential kingmaker after Spanish poll

Carles Puigdemont: 
has lived in exile in 
Belgium since 
Catalonia tried to 
break away from 
Spain in 2017

Real estate companies cut
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JOE LEAHY  — BEIJING  
CHENG LENG AND ANDY LIN  
HONG KONG

Chinese stocks staged their biggest one-
day rally since November after the lead-
ership in Beijing called for strong “coun-
tercyclical” measures to support the 
world’s second-largest economy.

President Xi Jinping’s 24-member 
politburo, the Communist party’s lead-
ing decision-making body, flagged the 
highly indebted property sector and 
local governments, as well as lagging 
domestic demand, at its quarterly meet-
ing on the economy on Monday.

But economists said it provided few 
details and no sign of the kind of “big 
bang” stimulus China has implemented 
in the past. Financial Times writers look 
at the statements and what they mean.

Xi drops anti-speculation slogan 

Politburo: “The government must adapt to 
the new situation in which the dynamic of 
supply and demand in the property market 
is changing significantly . . .  The meeting 
also urged expanding the supply of govern-
ment-subsidised housing and renovation of 
urban villages”

At the April politburo meeting on the 
economy, the readout included the 
stock Xi phrase: “Houses are for living 
in, not for speculation.” 

This policy and the government’s 
desire to curb leverage in the economy 
are factors behind the deep slowdown in 
the real estate sector in recent years as 
banks reduce lending to the industry.

But the language on Monday was 
more supportive, acknowledging that 
the “relationship between supply and 
demand” in the sector is changing and 
policies should be “optimised” in a 
“timely manner”. It said “city-specific” 
measures should be implemented to 
better meet “residents’ essential hous-
ing demand” and urged the expansion 
of subsidised housing. 

This might signal an easing of curbs 
on home purchases in “Tier-1” cities 
such as Beijing and Shanghai that were 
originally imposed to limit speculation.

Address local government debt 

“The meeting also urged . . . defusing local 
government debt risks with a package of 
plans”

The politburo hinted at structural 
reforms to address the colossal debt 
accumulated by local governments 
through a “package of debt-resolution 

plans”. The guidance, which provided 
few details, indicates that despite the 
economic slowdown Beijing remains 
keen to stick with the policy of debt 
reduction that was outlined in the previ-
ous meeting in April. 

“It means that local debt resolution 
has entered a critical period,” said 
Zhong Zhengsheng, chief economist of 
Ping An Securities. The government is 
unlikely to offer massive debt swaps as 
it did in 2015, Zhong said, because this 
would only increase leverage.

It might instead tackle the problem 
province by province, he said. “We 
expect state and policy banks to take on 
a more active role in resolving these 
debt risks at the local government 
level,” said Louise Loo, lead economist 
at Oxford Economics. 

Make employment a priority

“It is necessary to increase the protection of 
people’s livelihood . . . and raise the issue of 
stabilising employment to a strategic 
height”

With youth unemployment reaching 
21.3 per cent in June, the highest since 

the data series began in 2018, the polit-
buro underlined the need to take action. 
It did not say what it planned to do to 
reduce unemployment, which econo-
mists attribute to a shortage of suitable 
jobs for this year’s record number of 
graduates and the damage to the serv-
ices sector from the pandemic. 

But in a move that could help create 
jobs, Beijing pledged to “optimise” the 
environment for private enterprises 
and spur foreign investment. “We see 
this as a part of the government’s efforts 
to restore private confidence and revive 
animal spirits, a key to sustaining pro-
ductivity growth amid secular chal-
lenges from demographics, debt and de-
risking,” said Morgan Stanley. 

Get people spending again

“The meeting also . . . called for precise 
and effective control of macroeconomic 
measures, including proactive fiscal and 
prudent monetary policies”

The party leaders indicated that mone-
tary and fiscal policy would remain sup-
portive but provided no figures and few 
details. The government has already 

Reality check China flags problems but few solutions to aid recovery

eased policy interest rates, cut its bank 
reserve requirement ratio to introduce 
more liquidity into the system, and pro-
vided some tax breaks to businesses. 

Economists forecast small rate cuts 
before the end of the year and another 
RRR cut by 25 to 50 basis points. 
“Broadly the language around mone-
tary policy is similar in the July state-
ment compared to April,” said Loo of 
Oxford Economics. “So we do not expect 
major loosening in this area.” The gov-
ernment is also expected to roll out sub-
sidies for consumers to buy more cars, 
electronics and home appliances, help-
ing industry to clear inventories built up 
last year and step up manufacturing. 

Recovery without much stimulus 

“The meeting called for carrying out macr-
oeconomic regulation with precision and 
force, stepping up countercyclical meas-
ures, and making more policy options avail-
able”

Overall, economists believe that the 
Chinese government wants to ensure it 
meets its growth target of 5 per cent for 
this year without racking up another 

huge wave of debt-fuelled stimulus in 
the process. 

In recent weeks, the government has 
announced at least four separate plans 
aimed at everything from attracting 
more private capital to boosting electric 
vehicle ownership and the purchase of 
consumer goods, according to a note by 
Carlos Casanova, senior economist at 
UBP. The measures should “result in a 
broadening of the economic recovery”, 
he said.

This year, growth has been flattered 
by the negative impact of Covid lock-
downs on activity in 2022. The tricky 
part might be ensuring a reasonable 
level of growth into 2024, when the 
economy will not benefit from a low 
base effect, economist say. 

Already economists are looking 
towards the third plenum of the 20th 
party congress, a key meeting later this 
year, for more details of the govern-
ment’s medium-term plans, economists 
say. 

“The third plenum in the fall should 
be an opportunity to think about the 
structural issues,” said Frederic Neu-
mann, chief Asia economist at HSBC.
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ROMAN OLEARCHYK — KYIV

UN atomic watchdog inspectors have 
found landmines at the site of 
Ukraine’s Zaporizhzhia nuclear power 
plant, occupied by Russia since early in 
the war after the invasion last year.

The International Atomic Energy 
Agency said the mines were planted in a 
buffer zone between the internal and 
external perimeter barriers, at what is 
the biggest nuclear facility in Europe. 

“Having such explosives on the site is 
inconsistent with the IAEA safety stand-
ards and nuclear security guidance and 
creates additional psychological pres-
sure on plant staff,” Rafael Grossi, IAEA 
director- general, said on Monday.

But he added that the “detonation of 
these mines should not affect the site’s 
nuclear safety and security systems”.

Since last year, Ukraine has accused 
Russia of militarising the plant by bas-
ing troops there and storing weaponry 
at the site. It is in Energodar, a city in the 
south of Ukraine, which Russia’s forces 
occupy along with the country’s far east.

Grossi said the IAEA had been aware 
of the previous placement of mines 
“outside the site perimeter and also at 

particular places inside”. He added per-
manent inspectors on the site “have 
been told that it is a military decision, 
and in an area controlled by military”.

The IAEA said its experts had carried 
out inspections “without seeing any 
heavy military equipment”, but they 
were “continuing to request access to 
the roofs of the [plant’s] reactors and 
turbine halls, including units three and 
four, which are of particular interest”.

Western officials, military analysts 
and scientists have long warned of the 
possibility of a nuclear accident there.

Safety concerns rose last month after 
the nearby Kakhovka dam along the 
Dnipro river was blown up, flooding vast 
areas and threatening to deprive the 
nuclear plant of water needed to cool 
nuclear fuel on site, even though elec-
tricity generation was halted last year.

“The IAEA experts are continuing to 
monitor the situation regarding the 
availability of water for cooling the six 
reactors and other essential safety and 
security functions,” the IAEA said.

“The site continues to have sufficient 
water for some months,” it added.
Additional reporting by Andy Bounds and 
Henry Foy in Brussels

Zaporizhzhia 

UN finds mines at Ukraine’s 
Russian-held nuclear plant 

JAMES SHOTTER — JERUSALEM

Before Benjamin Netanyahu’s hardline 
government embarked on a bitterly 
contested drive to weaken the powers of 
Israel’s judiciary, Yuval Saga did not see 
himself as a protester. 

But as lawmakers voted the first part 
of the overhaul into law on Monday 
afternoon, Saga and his wife joined 
thousands of other Israelis rallying out-
side parliament in a last-ditch effort to 
stop the legislation.

“The government are trying to change 
the whole structure of the country as it 
has existed for 75 years,” said Saga, as 
demonstrators waved flags and blew 
horns and whistles near police. “When 
you win elections, you can change things 
— that’s fine. But you can’t undermine 
democracy itself. That is a red line.”

Monday’s vote, which capped a seven-
month fight over the judiciary that has 
plunged Israel into its deepest political 
crisis for years, passed into law a bill that 
will prevent Israel’s Supreme Court 
from using the standard of “reasonable-

ness” to strike down governmental
decisions.

But for many of the largely secular 
and liberal protesters outside the parlia-
ment, the immediate concern was not 
the bill itself. Rather, they worried that 
it would be followed by other, more rad-
ical legislation that would remove cru-
cial remaining checks on Israeli govern-
ments, and allow Netanyahu’s far-right 
and ultraorthodox allies to impose their 
deeply conservative and religious world 
view on the rest of Israel’s population.

On Monday evening, Netanyahu said 
the government was prepared to 
resume negotiations with the opposi-
tion on the overhaul, insisting that Israel 
would “safeguard individual rights for 
all” and not become a “state governed 
by Jewish religious law”.

But his offer was swiftly rejected by 
opposition leaders, and other govern-
ment MPs did little to dispel protesters’ 
concerns as they celebrated the passage 
of the bill with selfies in the parliament. 

“[This] is only the beginning,” Itamar 
Ben-Gvir, the ultranationalist national 
security minister, said after the vote. 

“For a more Jewish and more demo-
cratic State of Israel, we must pass the 
rest of the reform,” he added, insisting it 
was now crucial to advance plans to give 
the coalition more control over the body 
that appoints judges.

Saga’s wife, Yael, said one of her fears 
was that the changes would pave the 
way for Netanyahu’s allies to take steps 
that impinged on women’s freedoms.

“Our daughter was born 11 months 
ago,” she said. “It took us a lot of courage 
to bring a child into this world, and we 
are scared for her future. This is what 
frightens us most — what sort of country 
she will grow up in.”

Other protesters said they feared that 
other minorities, such as the LGBT+ 
community or Israel’s Arab population, 
could find their rights infringed by a 
government that includes a finance 
minister who once described himself as 
a “proud homophobe” and a national 
security minister who has a previous 
conviction for incitement to racism.

“Israel should be a country for all its 
citizens,” said Ayelet, who had travelled 
from Tel Aviv to protest. “We see what is 
happening in Poland and Hungary, and 
we don’t want that to happen here.”

The question facing protesters, how-
ever, is what they can do to persuade the 
government to change tack, after it 
pressed on with the overhaul despite 
weeks of mass protests, threats from 
military reservists not to volunteer for 
duty and repeated calls from US presi-
dent Joe Biden not to pass any changes 
without first achieving social consensus.

After the parliamentary vote, protest 
leaders insisted they would step up their 
demonstrations, with thousands joining 
rallies in Jerusalem, Tel Aviv and Haifa 
on Monday night, and protesters block-
ing roads across the country.

Business groups and unions also indi-
cated they were prepared to take action. 
The Israel Medical Association called a 
24-hour strike for yesterday. 

And Histadrut, Israel’s biggest union, 
which engineered a brief general strike 
against the government’s reforms in 
March, said it was also ready to act if the 
government advanced further changes 
without consensus. “From this moment 
on, any unilateral advancement of the 
reform will have grave consequences,” 
said its leader, Arnon Bar-David.

Others are pinning their hopes on 
legal challenges. Within minutes of the 
legislation’s passing, the Movement for 
Quality Government said it had 
appealed against the legislation to the 
Supreme Court, in a move that has the 
potential to trigger a further showdown 
between the government and the court 
whose powers it is trying to rein in.

“[The government is] threatening to 
destroy everything we have built here,” 
said Eliad Shraga, the movement’s chair. 
“Now it is the turn of the Supreme Court 
to step up and prevent this legislation.”

If all else fails, the government’s
opponents insist they will eventually 
overturn the changes once they return 
to power.

“Sooner or later, everything approved 
here will be cancelled and erased from 
the statute book,” Benny Gantz, head of 
the opposition National Unity party, 
said on Monday night. “We may have 
lost a battle but we will win the war.”
See The FT View

Israel braced for 
next phase of 
protests in fight 
for democracy
 Judicial reform opponents set to step up 
action but advocates vow further change

‘When you win elections, 
you can change things.
But you can’t undermine 
democracy itself ‘

‘[This] is 
only the 
beginning. 
We must 
pass the rest 
of the 
reform’
Itamar Ben-
Gvir, minister

Roadblock:
protesters angry 
at the vote in
the Knesset 
obstruct the 
Ayalon Highway 
in Tel Aviv 
yesterday
Corinna Kern/Reuters
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ods of providing early warning of a cli-
mate tipping point directly from data”.

“Once past the tipping point, the col-
lapse of the Amoc would be irreversi-
ble,” Lenton said. “The collapse and its 
impacts will take time to unfold, but 
how long is uncertain.”

Other climate scientists were more 
doubtful about the data and analytical 
methods used by the Copenhagen 
researchers. 

“It is an interesting paper and empha-
sises Amoc collapse as a reason for con-
cern,” said Richard Wood, head of the 
climate and oceans group at the UK Met 
Office Hadley Centre. 

“But I’m not abandoning the IPCC 
view, expressed with medium confi-
dence, that it won’t collapse this cen-
tury, although we do expect a weaken-
ing of the Amoc.”

Geological evidence suggests that 
during the last ice ages drastic changes 
in Atlantic circulation took place within 
a decade or two, but some climate mod-
els predict that it might take a century 
or so for the Amoc to halt completely 

under 21st-century circumstances. 
Even a partial shutdown would exacer-
bate the disruption caused by global 
warming.

Other worrying manifestations of glo-
bal warming in the oceans include 
exceptionally high sea surface tempera-
tures now being recorded around tem-
perate regions of the northern hemi-
sphere; as much as 5C above average off 
the east coast of Canada, while sea ice 
around Antarctica is at an all-time win-
ter low. These are not directly related to 
changes in the Amoc.

The Ditlevsens, a brother and sister 
research partnership, said their results 
added to the urgency of global action to 
cut greenhouse gases. However, 
Susanne Ditlevsen was not optimistic 
about the chances of avoiding an Amoc 
collapse. 

“From what I see in the data it doesn’t 
look as though we can reverse it, unless 
there is a huge change in political views 
everywhere in the world, including 
China and the United States,” she said.
Brooke Masters see Opinion

Global warming. Irreversible change

Atlantic tipping point feared this century

CLIVE COOKSON — LONDON

Ocean circulation in the north Atlantic 
is likely to collapse sooner than ex -
pected as a result of climate change, 
causing further upheaval in weather 
patterns worldwide, peer-reviewed sci-
entific analysis has found.

The latest study of the currents or 
“conveyor belt” that carry warmer 
water up from the tropics concludes the 
Atlantic Meridional Overturning Circu-
lation (Amoc) will shut down at some 
point between 2025 and 2095, with the 
2050s most likely.

Researchers at the University of 
Copenhagen predicted the outcome 
with 95 per cent confidence in a paper 
published in the journal Nature Com-
munications.

A collapse of Amoc, which includes 
the Gulf Stream stretching from Florida 
to north-western Europe, would pro-
duce pronounced cooling across the 
northern hemisphere, leading to storm-
ier winters and drier summers in 
Europe. Conversely, heat would inten-
sify further south, as less warmth is 
transferred to temperate and polar lati-
tudes, and there would be large changes 
in tropical rainfall and monsoons.

It is one of the most feared of the “tip-
ping points” for the planet, or irreversi-
ble changes, that are threatened by glo-
bal warming. 

The findings by Copenhagen profes-
sors Peter Ditlevsen and Susanne Dit -
levsen contrast with the view of the UN 
Intergovernmental Panel on Climate 
Change that Amoc is unlikely to collapse 
this century, and some scientists remain 
wary of departing from IPCC forecasts.

“I was surprised we found that the tip-
ping point would come so soon and that 
we could constrain its timing so strongly 
to the next 70 years,” said Peter Ditlev -
sen. He added that the IPCC models 
were “too conservative” and did not 
take into account early warning signals 
of instability reported more recently. 

Stefan Rahmstorf, professor of ocean 
physics at Potsdam University and one 
of Europe’s leading climate scientists, 
said the growing body of science on the 
world’s ocean current systems showed a 
marked shift.

Scientists say failure of currents 

will bring drier summers and 

stormier winters in Europe

Atlantic Meridional Overturning Circulation
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though we 
can reverse 
it, unless 
there is a 
huge change 
in political 
views 
everywhere 
in the world’

DEMETRI SEVASTOPULO  — WASHINGTON 

China has made significant progress 
building a naval base in Cambodia and 
is close to completing a pier that could 
berth an aircraft carrier, according to 
satellite imagery.

Images taken by BlackSky, a US com-
mercial imagery company that has been 
monitoring work at Ream Naval Base, 
show a nearly complete pier similar in 
size and design to one China’s military 
uses at its only overseas base in Djibouti.

The Pentagon believes China is build-
ing a facility in Cambodia to further 
project naval power. China and Cambo-
dia have denied that the People’s Libera-
tion Army will have access to the base.

China has a bigger navy than the US 
but lacks the international network of 
bases and logistics facilities needed to 
operate as a “blue water” force that can 
sail around the world. Access to a base 
on the Gulf of Thailand would also pro-
vide a strategic advantage to China.

“There has been debate inside the 
[US] government about what exactly 
China would do with the base and why it 
would be better than a base in the South 
China Sea or Hainan Island,” said one 
former US intelligence official.

China has over the past decade built a 
number of military bases on reefs and 
reclaimed land in the South China Sea. 
But a base in another country could 
complicate any US military response in 
the case of a conflict.

“If the US and China went to war, the 
US could just bomb bases in the South 
China Sea. But in the case of this base, 
we would be bombing Cambodian terri-
tory,” said the former official.

Dennis Wilder, a former CIA expert 
on the Chinese military, said Ream 
would have its “greatest strategic value 
were tensions in the South China Sea to 
boil over into a military confrontation”.

“[It] would also extend and enhance 
China’s naval operating capabilities 
towards the strategic shipping lanes of 
the Malacca Strait — a vital choke point 
in any conflict with the US and its 
regional allies,” Wilder said.

The Chinese embassy in the US said 
Cambodia had stated that its constitu-
tion banned foreign military bases on its 
soil and the construction was to 
strengthen Cambodia’s capacity. In 
March, the two countries held their first 
naval exercise in Cambodian waters.

China frequently responds to criti-
cism by saying that the US military has 

hundreds of military facilities around 
the world, including in Asia.

Washington has reached a deal with 
Manila for access to four new bases in 
the Philippines. Lloyd Austin will this 
week become the first US defence secre-
tary to visit Papua New Guinea, which 
has signed a security pact that will pro-
vide the Pentagon with access to bases. 

“A naval base [in Cambodia] 
increases China’s regional influence in 
south-east Asia, suggesting the develop-
ing world is rapidly becoming an arena 
for US-China military competition,” 
said Evan Medeiros, a China expert at 
Georgetown University. “Africa and 
Latin America could be next.”

BlackSky says the first signs of con-
struction of the pier came in July 2022. 
China has rapidly built the pier since the 
end of 2022, images show.

Harrison Prétat, associate head of the 
Asia Maritime Transparency Initiative 
at the CSIS think-tank, said the Ream 
pier had a 335-metre section that could 
berth a Chinese aircraft carrier.

“The similarity to the Djibouti pier 
certainly is another indicator that China 
is likely involved in the construction,” 
said Prétat. “The dispute is about how 
the facilities would be used.”

Naval facility

Chinese base in Cambodia nears completion
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ANDY BOUNDS AND IAN JOHNSTON
BRUSSELS

The EU can provide routes for almost all 
of Ukraine’s grain exports following 
Russia’s decision to block their passage 
through the Black Sea, the bloc’s agricul-
ture commissioner has said.

The bloc should expand the “solidar-
ity lanes”, the road, river and rail links 
established in 2022 to enable more food 
from Ukraine and Moldova to reach EU 
ports for shipment to Africa and Asia, 

Janusz Wojciechowski said yesterday. 
“We are ready to export by solidarity 
lanes almost everything Ukraine needs 
[to send] . . . about 4mn tonnes a 
month. We achieved this volume in 
November 2022.” 

Solidarity lanes carry about 60 per 
cent of Ukraine’s grain exports, the 
remainder going via the Black Sea. Rus-
sia’s decision this month to quit the UN-
backed Black Sea Grain Initiative, which 
guaranteed safe passage for ships on the 
route, has sent prices rising.

Wheat prices hit a five-month high 
yesterday after Russia widened its 
attacks to river ports handling grain to 
Romania and destroyed a silo in Odesa. 
Wheat futures traded in Chicago rose by 

up to 2.6 per cent to $7.7725 per bushel, 
their highest since mid-February.

Russia and Ukraine produce about 30 
per cent of the world’s traded wheat, 
raising concern over shortages.

Wojciechowski said transit costs for 
Ukrainian grain, such as train and truck 
hire, were high and should be subsidised 
by the EU to dissuade purchases of 
cheaper Russian products instead. 

Lithuania has suggested Brussels 
invest in a route from Poland to the Bal-
tic ports that could handle 25mn tonnes 
a year. Kęstutis Navickas, agriculture 
minister, said rail operators needed to 
upgrade infrastructure because the 
gauge in Ukraine differs to that of 
Poland, so freight has to transfer from 

one train to another at the border.
Since the war began in February 2022, 

41mn tonnes of grain, oilseeds and 
related products have left Ukraine 
through the solidarity lanes, compared 
with 33mn through the Black Sea. 

Wojciechowski said the commission 
would next month discuss a request by 
Bulgaria, Hungary, Poland, Romania 
and Slovakia to extend trade curbs on 
Ukrainian grain imports. The five front-
line states say a glut has depressed 
prices for their own farmers and 
exhausted storage space — although the 
Poles said much had been moved on.

They lifted an import ban only after 
the commission agreed that Ukrainian 
shipments of five types of grain would 

only transit through the countries. But 
Cem Ozdemir, the German agriculture 
minister, criticised the five for propos-
ing the curbs while taking €100mn of 
EU money as compensation to farmers 
for lost income. “It’s not acceptable that 
states receive funds from Brussels as a 
form of mitigation and then still close 
their borders,” he said.

Ukraine president Volodymyr Zelen-
skyy was also critical. “Any extension of 
the restrictions is absolutely unaccepta-
ble and outright non-European,” he 
said. “Europe has the institutional 
capacity to act more rationally than to 
close a border for a particular product.”
Additional reporting by Roman Olearchyk 
in Kyiv and Raphael Minder in Warsaw

HEBA SALEH — CAIRO
CAMILLA HODGSON — LONDON

Wildfires have killed 34 in Algeria and 
spread to Tunisia as a heatwave that 
has swept across the Mediterranean 
sparked devastating flames that the 
authorities have struggled to control.

The heat that triggered the wildfires 
that have destroyed homes and caused 
the evacuation of thousands of tourists 
from the Greek island of Rhodes has 
extended to dry and mountainous parts 
of northern Algeria and Tunisia, where 
fires have also broken out.

The near-record high temperatures 
around the Mediterranean this month 
have been attributed to climate change 
by scientists, who have warned that the 
region should be braced for more 
intense and longer-lasting heatwaves. 

The Algerian interior ministry said on 
Monday that 10 soldiers battling the 
flames were among those killed. The 
coastal province of Béjaïa, east of the 
capital Algiers, had the highest death 
toll, with 22 killed and about 200 
injured, according to local news reports.

About 1,500 have been evacuated 
from the worst-affected areas, accord-
ing to the ministry, which said almost 
100 fires had broken out in more than a 
dozen provinces. It said 8,000 firefight-
ers were working to put out flames 
fanned by temperatures that in some 
parts of the country neared 50C, local 
reports said.

Summer wildfires have become a reg-
ular occurrence in northern Algeria 
over recent years. Thirty-seven died in 
forest fires last year while dozens of 
deaths were recorded in 2021 as flames 
raced through the forested mountains 
of the Kabylie region.

In neighbouring Tunisia, tempera-
tures this week hit 49C in towns near the 
border with Algeria, Reuters reported.

The World Weather Attribution 
research group, an academic collabora-
tion, said the July heatwaves would have 
been “virtually impossible without cli-
mate change”, adding extreme weather 
would occur with greater frequency.

Events such as record-breaking tem-
peratures in July could now be expected 
roughly “once every 15 years in North 
America, about once every 10 years in 
southern Europe and about once every 
five years in China”, WWA said in a 
report yesterday. The group found that 
about 75 per cent of extreme weather 
events it recently assessed were made 
more likely or severe by climate change. 

If the world warmed by 2C above pre-
industrial levels, “events like [the recent 
heatwaves] will become even more fre-
quent, occurring every two to five 
years”, said the team of six researchers 
from the UK and the Netherlands. 

TAP, the official Tunisian news 
agency, said on Monday that fires had 
encircled Melloula in Jendouba prov-
ince. The authorities were helping peo-
ple escape, with some fleeing by boat.

According to TAP, army units were 
deployed in Melloula to contain the fires 
and help people while the air force used 
military helicopters and C130 aircraft to 
tackle fires near an airport in the region. 

High temperatures are also affecting 
Egypt, where the authorities have had to 
introduce rotating power blackouts 
amid demand to power air conditioners.

Staple supplies

EU confident it can shift all Ukraine grain 
Brussels says ‘solidarity 
lanes’ can handle freight 
denied Black Sea access

North Africa 

Dozens die
in Algerian 
wildfires as 
temperatures 
approach 50C 

“The findings are in line with a couple 
of other studies in recent years suggest-
ing that the Amoc tipping point is per-
haps much closer than we previously 
thought. The evidence is mounting and 
is in my view alarming.”

Tim Lenton, one of the world’s fore-
most experts on tipping points and pro-
fessor of climate science at Exeter uni-
versity, noted the study had “made 
important improvements to the meth-

ALICE HANCOCK  — LONDON

Unexploded munitions need to be 
removed from the Baltic Sea to prevent 
accidents and reduce delays to wind 
farms, says the EU’s environment chief. 

The seabed is littered with about 
300,000 tonnes of live munitions, 
mostly from the two world wars, accord-
ing to Virginijus Sinkevičius.

“Now [they] threaten humans, 
marine life and economic activities, 
such as renewable energy, and put fish-
ing vessels and their crew in danger,” 
said the Lithuanian politician. 

There was also a risk the munitions, 
including rockets, grenades, mines and 
small arms rounds, could be recovered 
by criminals from shallow waters.

Many were corroding, leaking toxic 
chemicals such as white phosphorus 
and mustard gas on the seabed. Stocks 
of eastern cod, which had been com-
monly fished in the Baltic, had collapsed 
as a result of the contamination.

Underwater storage was considered 
the quickest and safest way to dispose of 
munitions but many had been dumped 
haphazardly and had drifted elsewhere. 

The munitions amounted to a “verita-
ble ecological ticking time bomb”, the 

EU’s Directorate-General for Maritime 
Affairs and Fisheries said last year. 

Sinkevičius said he had called Baltic 
ministers to talks in September, when 
he would urge them to co-ordinate a 
clean-up. A “common map of the Baltic” 
should be drawn up to help define what 
could be recovered for disposal. 

“It is difficult to estimate the price [of 

the clean-up] because it is hard to know 
the extent of what can be done,” he said.

Germany has been the most active of 
the Baltic border states in recovering 
munitions so far. Berlin has put €1mn 
towards developing robots to detect and 
recover munitions, rather than use 
divers. It is also backing a project by 
Thyssenkrupp, the industrial conglom-
erate, to clear munitions using cranes.

Nato has co-ordinated clearing 
efforts, including the removal of 40 
mines with Latvia’s navy in May. “The 
ability to counter sea mines is . . . vital 

to ensure freedom of navigation for mil-
itary forces and merchant shipping,” 
said the western military alliance.

The Baltic, which borders nine EU 
countries and Russia, has a particularly 
fragile ecosystem because of slow water 
circulation, limited oceanic connection 
and shallowness, with an average depth 
of 54 metres. But it is used by up to 
2,000 vessels at any one time, according 
to the Baltic Marine Environment Pro-
tection Commission. 

It is also considered strategically 
important to Nato because it is used by 
Russian naval vessels from bases at St 
Petersburg and Kaliningrad.

Sinkevičius said the work in the Baltic 
could provide a template for a clean-up 
of the Black Sea following the war in 
Ukraine, but this could be a “genera-
tional issue” given the extent of damage.

Giles Dickson, the chief executive of 
WindEurope, the industry body, said 
unexploded mines were “not the biggest 
challenge we face in building out off-
shore wind”. Developers surveyed sites 
to ensure areas were clear before con-
struction began.

The European industry was more 
concerned with permit delays and com-
petition from China, Dickson added.

Navigation

Baltic seabed bombs pose threat to wind farms

‘They threaten humans, 
marine life and economic 
activities, such as 
renewable energy’
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SILVIA SCIORILLI BORRELLI — MILAN

EssilorLuxottica, the world’s largest 
eyewear group, is to expand into the 
hearing aids market by developing 
lenses fitted with acoustic technology.

The Franco-Italian group acquired 
Israeli hearing technology start-up 
Nuance Hearing in late 2022 to develop 
glasses fitted with its acoustic beam-
forming technology. The deal was not 
made public at the time as its size did 
not require disclosure.

The EssilorLuxottica hearing aid eye-
wear, which will look like normal 
glasses, will target customers with mild 
to moderate hearing loss. According to 
estimates, more than 1bn people world-
wide suffer from this level of hearing 
impairment and many also have sight 
issues, a combination that has potential 
for EssilorLuxottica. 

“While sight remains our core busi-
ness . . . we are uniquely positioned to 
open up a new avenue for the industry 
by addressing the need for good hearing 
with innovative technologies,” said chief 
executive Francesco Milleri.

The move is the first significant stra-
tegic change for the group since the 
death of its founder Leonardo Del Vec-
chio last summer. It is also the first time 
since its formation in a merger — mired 
at the time by suggestions of tensions 
between the founder-run Luxottica and 
the public French company Essilor — 
that the €80.5bn group has expanded 
into a new sector. 

Del Vecchio suffered from hearing 
loss himself and often complained that 
traditional hearing aids were not com-
fortable to wear with eyeglasses. Milleri 
and Leonardo Del Vecchio, youngest of 
the tycoon’s five children and as group 
chief strategy officer the only direct heir 
to work for it, were both inspired by the 
founder’s experience, according to peo-
ple familiar with the plan. 

The acoustic aid glasses are expected 
to be launched next year, and the com-
pany aims to work with traditional 
hearing aid companies to market them. 
It also plans to make the glasses availa-
ble across its distribution channels and 
optic wholesalers in 150 countries. 

EssilorLuxottica said yesterday that 
revenue in the first half of the year rose 
8.2 per cent year on year to €12.85bn. 
Net profit rose 9 per cent to €1.65bn 
over the same period. 

The Paris-listed group reported a 
record €24.5bn in sales last year, up 
almost 14 per cent on the previous year. 

Top eyewear 
group bets on 
pioneering 
acoustic aid

Volatile load Rating agencies say oil group Pemex will need state support as its debt drifts deeper into junk territory y PAGE 10

ADRIENNE KLASA — PARIS  

LVMH has suffered a slowdown in the 
US luxury market amid economic 
uncertainty, balanced out by recov-
ery in Asia as China rebounds after 
the easing of Covid-19 restrictions.

The French group, which owns 75 
brands ranging from Louis Vuitton to 
jeweller Tiffany, said revenues rose 
3 per cent in the US in the first half of 
the year compared with a 24 per cent 
increase over the same period in 
2022, and even slightly contracted in 
the second quarter.

US clients had tended to purchase 
luxury items abroad because of the 
strong dollar, the group added, with 
economic pressure on potential cus-
tomers at home increasing as inflation 
rose and Covid savings and pandemic-
era financial support dried up.

By contrast, Asia sales took off as 
China opened up, rising 24 per cent in 
the first half — albeit against a low 

base the previous year — as consum-
ers emerged from lockdown restric-
tions and travelled to shop.

“Last year, the group was pulled up 
by the US because China was slowing 
down. And this year, the US is slowing 
down, yes, but we are drawn by Asia. 
This geographical balance is abso-
lutely fundamental,” said chief finan-
cial officer Jean-Jacques Guiony.

The luxury industry globally, led by 
LVMH, has enjoyed several years of 
record growth after taking an initial 
hit early in the pandemic.

That pace is expected to normalise 
this year as the US market slows, with 
a report from Bain and Italian trade 
group Altagamma projecting the mar-
ket for personal luxury goods will 
expand 5 to 12 per cent in 2023 after a 
record 2022 in which it grew 20 per 
cent, according to the former.

LVMH, Europe’s largest company 
by market capitalisation, reported 
first-half sales of €42.2bn, up 17 per 

cent on a like-for-like basis. This was 
in line with analyst forecasts com-
piled by Reuters and on a par with the 
rate of growth in the second half of last 
year. Operating profit was up 13 per 
cent to €11.5mn.

The group’s performance was led by 
strong sales in fashion and leather 
goods, with double-digit growth at 
leading brands, including Dior and 
Louis Vuitton, and in the division that 
includes beauty retailer Sephora and 
travel retail. However, the wine and 
spirits division took a hit, with sales 
falling 3 per cent on an organic basis 
after slower sales of cognac in the US.

Guiony said sales to Chinese buyers 
globally — which include purchases 
while travelling abroad — were up 40 
to 45 per cent compared with the 
same period in 2021. “It’s in Asia, it’s 
still in Korea, in Japan that [Chinese 
consumers] are travelling, not in 
Europe and the US. Today, they still 
have trouble getting visas,” he said. 

Balancing act LVMH sales rise 17% as China’s 
love of fashion brings shift in luxury demand

Fainter footfall: a Louis Vuitton store in Miami, Florida. LVMH’s US sales are slowing — Eva Marie Uzcategui/AFP via Getty Images

The Financial Times previously 
revealed that Cfius, which can require 
steps to mitigate its concerns or block a 
deal outright, intervened in SoftBank’s 
2017 takeover of Fortress. Cfius forced 
SoftBank to relinquish day-to-day con-
trol of Fortress and took further steps to 
monitor SoftBank’s level of influence on 
the investment firm. 

At the time, the FT reported that Cfius 
was concerned about some of Soft-
Bank’s investments, which included a 
large stake in China’s Alibaba Group, 
and the business links of its founder, 
Masayoshi Son. 

Mubadala acquired a near 10 per cent 
stake in Fortress in 2019, with Cfius 
clearance, say people with knowledge of 
that review. A new review will consider 
its plan to purchase a further 60 per 
cent, the people added. Fortress execu-
tives would own the other 30 per cent 
with a special class of shares that allows 
them to appoint a majority of its board. 

Mubadala has other investments in 
the US, including a stake in private 
equity firm Silver Lake, thanks to close 
relations between its co-chief executive 
Egon Durban and Mubarak. 

One Cfius expert said there were 
probably two reasons why the body 
would take a close look at the Fortress 
deal, including concerns in Washington 
over budding relations between Abu 
Dhabi, the capital of the UAE, and 
China. 

“What we are also witnessing is the 
pendulum swinging back to where sov-
ereign wealth funds are under increased 
scrutiny,” the person said. 

The Biden administration has been 
concerned about indications that China 
is building a military facility at Khalifa 
Port in UAE, as part of an effort to 
project military power. China has one 
international base, located in Djibouti, 
and is building another naval facility in 
Cambodia.

US security 
officials probe 
Abu Dhabi’s 
Fortress deal 
3 Cfius scans $3bn Mubadala takeover
3 UAE’s China ties worry Washington

ARASH MASSOUDI — LONDON  
DEMETRI SEVASTOPULO — WASHINGTON

US security officials are probing an Abu 
Dhabi sovereign wealth fund’s planned 
$3bn takeover of Fortress Investment 
Group amid concerns over the United 
Arab Emirates’ ties to China, according 
to people close to the situation. 

The review by the Committee on For-
eign Investment in the US, the agency 
that vets whether deals might harm 
national security, is in its early stages 
and a decision is not expected for sev-
eral months, the people added. 

Abu Dhabi’s Mubadala agreed to buy 
a majority stake in Fortress, which 
manages about $46bn in assets and spe-
cialises in distressed-debt investing, in 
May from Japan’s SoftBank Group. 

Mubadala, which is run by Khaldoon al-
Mubarak, said it intended to close the 
deal in the first quarter of 2024, subject 
to regulatory approvals.

Mubadala and Fortress declined to 
comment. The US Treasury, which 
oversees Cfius, said it did not comment 
on transactions that it “may or not be 
reviewing” but added it was “commit-
ted to taking all necessary actions 
within its authority to safeguard US 
national security”.

The Cfius action comes as Joe Biden’s 
administration steps up scrutiny of 
China-related investment with an exec-
utive order that would require US com-
panies investing in certain sensitive sec-
tors — including semiconductors, artifi-
cial intelligence and quantum comput-
ing — to notify the government. It would 
prohibit investment in certain areas.

‘The pendulum [is] 
swinging back to where 
sovereign wealth funds are 
under increased scrutiny’

N vidia’s share price has more 
than tripled this year. 
Expectations of unprece-
dented demand for artifi-
cial intelligence chips have 

pushed the US chip designer to a market 
capitalisation of more than $1tn.

So why have Asian chipmakers — the 
companies that make all of Nvidia’s 
chips — reported their lowest earnings 
in years? The risks facing the global 
advanced chip industry should provide 
an important reality check for the inves-
tors who believe Nvidia’s record-beating 
rally can continue.

Nvidia’s advanced chips are essential 
for powering the new generation of AI-
related tech, from ChatGPT to autono-
mous driving. These chips, or graphics 
processing units, are thousands of times 
faster than general-purpose chips in AI 
applications and account for most of its 
sales.

Companies are boosting computing 
power by increasing the number of 
Nvidia chips they use in data centres. 
This trend is just starting, meaning 
there is ample room for growth. That 
explains why Nvidia is forecasting reve-
nues of $11bn for the current quarter, up 
nearly two-thirds from a year earlier. 

Making Nvidia’s high-end chips 
requires the most advanced chip manu-
facturing technology available. 
Together, Taiwan Semiconductor Man-

of Asian chipmakers do not share the 
same fervour as Nvidia investors is that 
they are all too familiar with the limita-
tions of chip production.

Unprecedented demand is much less 
exciting when output is capped. Chip 
production is capital intensive. Building 
a chip fabrication facility costs more 
than $20bn. Parts must be continually 
upgraded due to rapid chip technology 
change, and weak earnings mean less 
money for capacity expansion.

For now, Nvidia and TSMC’s gross 
margins are comparable at about 60 per 
cent. In the future, Nvidia will have the 
edge. Its software and intellectual prop-
erty adds value and avoids the steep 
costs of chipmakers.

But, on the flipside, this means that 
Nvidia’s growth is also constrained by 
capacity. AI chips will remain a small 
fraction of chipmakers’ sales for years. 
Nvidia must share chipmakers’ 
resources with key clients such as 
Apple. A new iPhone launch, for exam-
ple, means orders for hundreds of mil-
lions of high-end chips.

The current chip oversupply has 
glossed over the risks ahead. Moreover, 
the gaming and crypto sectors, where 
Nvidia chips are just as critical, compete 
for their supply. Disruption risks from a 
chip engineer shortage and rising Tai-
wan-China military tensions should also 
be factored in. 

As the complexity of machine learn-
ing models used for tasks such as gener-
ative AI grows, increasing computing 
power requirements can only be met by 
more chips. Longer term, Nvidia is posi-
tioned to be the biggest beneficiary of 
the AI wave. Yet for now, investors must 
both price in the risk of supply con-
straints and temper expectations about 
how quickly the market can grow.

june.yoon@ft.com 

ufacturing Company and Samsung 
make 100 per cent of the world’s 
advanced chips, which use a manufac-
turing process of 5 nanometres or less.

The fortunes of TSMC, Samsung and 
Nvidia should therefore be inextricably 
intertwined. All of Nvidia’s AI chips are 
made by TSMC. Samsung makes chips 
that are crucial for operating servers 
needed for generative AI.

That suggests investors who buy 
Nvidia should be investing in TSMC and 
Samsung with equal enthusiasm. Rela-
tively cheap valuations should add fur-
ther appeal. 

Yet their share price gains look paltry 
next to Nvidia’s. Warren Buffett has 
been one of the highest-profile investors 
to dump shares in TSMC this year, exit-
ing completely in the first quarter. And 
record AI chip demand has done little to 
offset earnings 
weakness at the 
world’s two largest 
advanced chip-
makers. Samsung’s 
second-quarter 
earnings are down 
96 per cent, the 
lowest in 14 years. 
TSMC’s net profit fell 23 per cent, its first 
quarterly fall in four years. 

Part of the reason for this is that AI is 
still a small sector — analysts estimate 
that less than 5 per cent of global 
demand for chips comes from AI-re-
lated uses. At TSMC, nearly 90 per cent 
of sales comes from consumer electron-
ics, smartphones, PCs and cars.

Time lags make a difference too. Chip 
orders are placed well in advance, typi-
cally once a year. When chips were in 
short supply over the past two years, 
companies stockpiled them. Now, as 
they work through that inventory, 
orders have shrunk.

But a bigger reason that shareholders 

All of Nvidia’s AI chips are 
made by TSMC, which has 
had paltry share price 
gains in comparison and 
been dumped by Buffett
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EDWARD WHITE — SEOUL  
GLORIA LI — HONG KONG 

CATL, the biggest electric vehicle bat-
tery maker, has posted record first-half 
profits, cementing its position as the 
market leader as doubts grow over its 
planned expansion into the US.

Founder Robin Zeng’s group supplies 
most big carmakers including Tesla, 
Volkswagen and Ford, making CATL a 
pillar of China’s dominance of the EV 
supply chain.

The first six months of the year 
underline how CATL continues to ride 
growing demand for EVs. Profits at the 
Shenzhen-listed company rose 154 per 
cent to Rmb20.7bn ($2.9bn) from the 
same period a year earlier, matching 
analysts’ expectations. Sales rose 67.5 

per cent to Rmb189.2bn, according to a 
filing yesterday. Gross margins rose to 
20.4 per cent at its core EV battery busi-
ness, up 5.3 percentage points from a 
year earlier.

While CATL counts US carmakers as 
customers — the group set up its first 
North American base in Detroit in 2018 
— it does not yet make batteries there. In 
February, CATL signed a deal with Ford 
that would lead to the US carmaker 
licensing the group’s technology for use 
in a $3.5bn Michigan factory. 

The deal paves the way for CATL to 
take part in the fledgling US EV boom 
despite Joe Biden’s Inflation Reduction 
Act, designed to cut US reliance on 
China.

But last week the two Republicans 
who chair the ways and means commit-

tee and the select committee on the Chi-
nese Communist party said that they 
were investigating “serious ethical and 
legal concerns” over alleged links 
between CATL and forced labour in the 
Xinjiang region.

Pointing to Beijing’s decision this 
month to restrict exports of gallium and 
germanium, the senators said the CATL 
deal risked exposing “US taxpayers to 
the whims of the [CCP] and its politics”. 

Asked about the comments from the 
senators, CATL said the deal was pro-
gressing normally.

It remains unclear how the Ford 
agreement will be treated under the 
IRA. The law says components from 
“foreign entities of concern” — includ-
ing China — are ineligible for generous 
consumer tax credits after next year. 

Technology

Record first half underlines CATL sector clout 
CLAIRE BUSHEY — CHICAGO

General Motors has cancelled plans to 
end production of the Chevrolet Bolt, 
one of the cheapest battery-powered 
cars in the US market, as it attempts to 
rapidly electrify its fleet. 

The largest US carmaker by revenue 
said yesterday it still intended to retire 
the current version of the car at the end 
of the year but would keep the name and 
switch to newer battery technology. 

“Our customers love the Bolt,” said 
chief executive Mary Barra. “We can’t 
build enough.” 

GM is spending billions to reach a goal 
of selling 1mn EVs annually by 2025. 
The company has pledged to end sales of 
cars and trucks powered by petrol or 
diesel by 2035, and proposed rules from 

the Biden administration could force it 
and other carmakers to make two-
thirds of their US fleets electric by 2032. 

In April, GM said it would end produc-
tion of the Bolt, flipping the Michigan 
plant where it is made to produce elec-
trified versions of two trucks, the GMC 
Sierra and Chevrolet Silverado. The car 
uses an older battery platform than 
Ultium, GM’s new battery system. 

Even though the older platform costs 
40 per cent more than Ultium, the Bolt 
is one of the most affordable electric 
vehicles in the US, starting at $27,000.

The reversal came as the company 
has sold nearly 34,000 Bolts in the first 
half of this year, more than quadruple 
the volumes from the same period of 
2022. Bolts comprised more than 90 per 
cent of GM’s EV sales. 

The Bolt was subject to a recall in 
2020 after batteries caught fire in some 
cars. GM yesterday reported a nearly 
$800mn charge in the second quarter 
for the recall. The cost of the recall was 
$1.9bn, most of which will be borne by 
battery partner LG Energy Solutions.

GM hit its target to build 50,000 EVs 
in the first half, Barra said. It plans to 
build 100,000 in the second half, and 
400,000 next year.

The company earned an adjusted 
$3.2bn before interest and tax in the sec-
ond quarter, a 38 per cent rise from a 
year earlier. Revenue rose 25 per cent to 
$45bn. GM raised its guidance for the 
second time this year. It forecast 
adjusted earnings before interest and 
tax of $12bn to $14bn this year, up from 
$12.5bn at most.

Automobiles

General Motors jolts Chevy Bolt back to life

shorter exclusivity period of nine years, 
compared with 13 years for drugs deliv-
ered as infusions. Extending the period 
for pills to 13 years was the “top, top, top 
priority” for the industry, he said. 
Before the legislation, the average exclu-
sivity period for pills stretched to 13 
years, according to a study.

The reforms in the IRA allow Medi-
care to negotiate drug prices for the first 
time, starting with a select group of best-
selling medicines due to be announced 
by September.

“Every day we’re making pipeline 
decisions based on the current legisla-
tive language, and what that’s doing is 
leading to companies . . . deprioritising 
pills for the elderly, which is not going to 

ing medicines. The US is the largest 
pharma market, mainly because it pays 
the most in the world for drugs. While 
drugmakers are also grappling with 
pressure on pricing in Europe, even 
smaller reforms in the US could have a 
big impact on where they invest.

The administration has rejected fears 
of harm to drug development. It has 
cited research by the Congressional 
Budget Office that estimates just 15 
fewer drugs would be introduced over 
the next 30 years due to the IRA.

Novartis is considering cutting pro-
grammes to develop drugs for cancers 
that particularly affect the elderly. Can-
cer drugs are usually trialled in stages, 
with several studies targeting different 

HANNAH KUCHLER AND JAMIE SMYTH
LONDON

The head of Novartis has warned that 
the US government’s reform of drug 
pricing risks damaging public health as 
drugmakers have already begun to cut 
investment in pills for the elderly.

Vas Narasimhan, who is the president 
of industry lobby group Phrma, said the 
Swiss drugmaker and its rivals were 
deprioritising pills, which under the 
Inflation Reduction Act will have a 

Chief says pricing policy 
change will lead to fewer 
medicines for the elderly

SUJEET INDAP — NEW YORK

Ernie Garcia last December was prepar-
ing for a battle with creditors, who he 
feared were planning to push Carvana, 
the online used car marketplace he built 
with his father, into bankruptcy.

Once a high-flying start-up, Carvana’s 
market capitalisation had dropped
from $50bn to $1bn when, amid soaring 
interest rates, the number of cars it sold 
in a year fell for the first time in its his-
tory and it burnt through nearly $4bn in 
cash.

Garcia expected the worst as bond-
holders owed nearly $6bn, including 
asset managers such as Apollo and Ares 
with a reputation for toughness, agreed 
to band together in negotiations.

This week the showdown was averted. 
Carvana and the creditor group 
announced a consensual deal in which 
the money managers would agree to a 
24 cent on the dollar haircut on their 
previously unsecured debt. In 
exchange, Carvana would swap new 
bonds secured with the company’s 
assets as collateral.

Carvana will raise at least $350mn
in new equity, with the Garcia family 
putting in more than $100mn. John 
Zito, an Apollo executive who led
the creditor group, praised the compro-
mise as a template for dealmaking. 
Carvana’s share price rose more than a 
quarter and is up 10-fold from its 
December lows.

Carvana shows that some of the big-
gest debt managers are betting that 
peace agreements can be a better 
approach than the bitter fights that 
characterise many interactions 
between indebted companies and their 
creditors. “Squeezing the last drop out 
of your contractual rights can help you
prevail in any one contest,” said Vince 
Buccola, an associate professor at the 
Wharton School of the University of 
Pennsylvania. 

“But a reputation for sharp practice 
can prove costly over the long term, 
where the economics are not so obvi-
ously zero sum but instead turn on oth-
ers wanting to do business with you.”

Apollo’s credit business had a long-
standing relationship with Carvana 
before the retailer’s fortunes turned 
downwards. 

The investment firm had studied 
Carvana closely and believed that the 
fragmented US used car market needed 
an online company, a bet that paid off 
during the pandemic: Carvana sold 
more than 400,000 cars in 2021. 

It bought nearly $1bn of a $3bn junk 
bond that the company issued in 

Compromise trumps collision 

as creditors, including Apollo, 

negotiate with resale group

relationships. 
Still, Garcia remained wary of the 

Apollo-led group, which had hired a 
well-known bankruptcy lawyer, Tom 
Lauria of White & Case. Carvana was 
also spooked by an initial restructuring 
offer from Apollo in which the group 
would issue $1bn in shares, diluting the 
Garcia family’s control.

The bondholders, for their part, were 
worried that Carvana’s legal counsel at 
Kirkland & Ellis was cooking up an 
increasingly commonplace strategy of 
divide and conquer among individual 
bondholders. 

As tensions escalated, the company 
launched a modestly sized public bond 
exchange offer in March to reduce its 
debt by a few hundred million dollars. 

The Apollo group rejected the offer, 

spring 2022. Apollo had also been 
an active buyer of the securitised car 
loans Carvana had originated over 
the years. 

Apollo is best known for its original 
leveraged buyout business, which also 
bought up distressed debt of companies 
through its private equity funds that it 
wished eventually to control.

However, its separate credit segment, 
tied to its retirement annuities business, 
has become Apollo’s growth engine.

Credit accounts for more than 
$400bn of nearly $600bn of assets man-
aged. With that capital base, Apollo had 
lent billions in single transactions to 
such companies as Air France, Hertz, 
SoftBank, AT&T and Anheuser-Busch. 
These deals with blue-chip companies 
required the firm to develop collegial 

Under one roof: 
Carvana raced 
ahead during 
the pandemic 
but its market 
value dropped 
after sales fell 
and it burnt 
through $4bn in 
cash — David Paul Morris/
Bloomberg

‘We found 
reasonable 
people on 
the other 
side. It
did not 
match the 
caricature’
Ernie Garcia, 
chief executive

be the right thing in the long run for 
public health,” Narasimhan said. With-
out knowing how the act would be 
implemented, “we have to assume the 

worst, and in year one they can take a 95 
per cent cut unilaterally if they want to”.

The reforms have prompted a back-
lash from the industry, which has 
warned that they would cripple innova-
tion and hinder development of life-sav-

‘Deprioritising pills for
the elderly . . . is not going 
to be the right thing’
Vas Narasimhan
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cancers, and Novartis did not think it 
could run these trials with a return on 
investment within nine years.

Earlier this month, Johnson & John-
son and Japanese drugmaker Astellas 
Pharma filed lawsuits against the Biden 
administration’s reforms, following on 
from legal challenges filed by Merck, 
Bristol Myers Squibb, the US Chamber 
of Commerce and Phrma. 

Narasimhan said companies had tried 
to “educate” the administration on 
problems with the bill before it was 
passed but now some were taking legal 
action to try to amend the Medicare 
guidance to make it more “appropriate”.
Additional reporting by Donato Paolo
Mancini 

Novartis warns on Biden’s drug reforms

but then Carvana’s fortunes began to 
turn again. The company’s results 
improved in line with calmer capital 
markets and positive signals from the 
US economy. By the end of the second 
quarter, Carvana had cut $1bn of annual 
expenses, which was good enough for 
the company to flip into positive earn-
ings before interest, tax, depreciation 
and amortisation.

“Many elements of our plan have 
played out how we had imagined them”, 
said Garcia. “We were always going to 
have to cover ground on building scale. 
And then cover ground on the econom-
ics of the business. We’ve done that, 
even if it was not the most elegant of 
paths.”

In the spring, Ken Moelis and William 
Derrough, two of Carvana’s investment 
bankers at Moelis & Co, visited Zito in 
his office at Apollo’s New York head-
quarters in an attempt to lower the tem-
perature, according to people familiar 
with the meeting.

At the same time, according to these 
people, Zito contacted Garcia, having 
dinner with him several times and 
explaining that Apollo came in peace 
and there was a fair deal to be struck.

“We found reasonable people on the 
other side. It did not match the carica-
ture in the media,” Garcia said.

Carvana was able to shave off more 
than a $1bn in bond principal as well as 
defer hundreds of millions in annual 
cash interest expense for two years. The 
creditor group, too, won important con-
cessions. For example, its previously 
unsecured bonds are now ranked senior 
and secured against Carvana assets.

Carvana will retain the ability to issue 
more debt but the covenants in the legal 
documentation have been tightened to 
restrict the company’s ability to act uni-
laterally. Many of the bondholders had 
bought most of their bonds at distressed 
prices, so their 76 cents on the dollar 
exchange was still lucrative.

One person close to Apollo said the 
firm found it “frustrating” that its repu-
tation for aggressive tactics persisted. A 
messy bankruptcy fight that Apollo’s 
punchy private equity group waged this 
year at Serta Simmons had gained out-
sized headlines even as the firm’s invest-
ment was less than $50mn. 

This person said that even that group 
had come to accept that a less conten-
tious posture at times might prove more 
sensible.

Upheaval in the commercial banking 
sector since the financial crisis has 
meant private equity firms have 
become substitutes for banks, requiring 
those firms to be less opportunistic
in exchange for an enormous financial 
opportunity, said Steven Kaplan,
a professor at the University of Chicago. 
“In repeated relationships, there are 
better outcomes by not being overly 
confrontational.” 

BARNEY JOPSON — MADRID
SÉRGIO ANÍBAL — LISBON  
SARAH WHITE AND ROBERT SMITH
LONDON

Armando Pereira, who co-founded 
telecoms and media group Altice with 
French billionaire Patrick Drahi, has 
been placed under house arrest in Por-
tugal as prosecutors investigate cor-
ruption allegations against him. 

The investigation centres on whether 
Pereira and businessman Hernâni Vaz 
Antunes, who was also placed under 
house arrest by a judge late on Monday, 
were involved in a scheme to rig the 
French group’s procurement processes 
in Portugal.

The case erupted this month when 
Pereira was detained as part of the 
inquiry into alleged corruption, tax 
fraud, and money-laundering, and 
Altice’s offices in the country were 
searched by police as part of a three-
year investigation. 

The fallout has shaken the broader 
Altice group, which has operations in 
the US and Europe built upon a debt-
fuelled acquisition spree under Drahi 
that included the €17bn takeover of 
France’s SFR in 2014. 

The company said it had launched
an internal investigation and suspended 
several employees, including in
procurement. 

The chair of Altice USA, Alexandre 
Fonseca, who was chief executive of the 
Portuguese business when some of the 
alleged schemes were put in place, was 
on leave, the company said.

Pereira has denied wrongdoing. 
Antunes’ lawyer declined to comment. 

Altice has said it is co-operating with 
investigators and had “allegedly been 
defrauded as a result of harmful prac-
tices and misconduct of certain individ-
uals and external entities”.

In a memo to French employees
seen by the Financial Times, Altice 
executives said the company was 
reviewing its supply chain approvals in 
Portugal and had suspended any suspi-
cious payments. 

Portuguese judges must decide 
whether Pereira and Antunes are to be 
formally charged. Prosecutors had 
asked that both men be taken into cus-
tody but a judge opted for house arrest 
with no electronic tagging.

After the decision, Pereira’s lawyer 
said: “At least he’s going to sleep at home 
with his family. It is much preferable to 
being in [prison].”

Prices of Altice’s tens of billions of dol-
lars of bonds across its global businesses 
have slumped since the tax fraud revela-
tions emerged. 

Unsecured bonds at its main French 
telecoms unit were trading as low as
35 cents on the euro, suggesting that 
investors were braced for heavy losses.

Drahi, who is based in Switzerland, 
took the once-listed European opera-
tions of Altice private in 2021 after 
founding it in 2001.

Pereira, at one time one of Drahi’s 
subcontractors working on installations 
in his early cable ventures, has long had 
influential roles in the business, includ-
ing in procurement. 

Altice USA remains listed, with Drahi 
as its biggest shareholder. The French 
businessman had recently increased 
Altice’s stake in Britain’s BT to 18 per 
cent, though said he had no intention of 
trying to take control of the former 
monopoly. 

Co-founder of 
Altice under 
house arrest in 
corruption 
investigation

Automobiles. Used vehicles

Debt deal stacks up for parties in Carvana talks

‘At least he’s going to sleep 
at home with his family.
It is much preferable to 
being in [prison]’

Pharmaceuticals Telecoms

Sources: S&P Global Market Intelligence; Apollo Investor presentation

Carvana stock
$ per share

0

100

200

300

400

2017 18 19 20 21 22 23

Credit investing dominates Apollo activity
Assets under management ($bn)

0 100 200 300 400

Equity

Hybrid

Yield



Wednesday 26 July 2023 ★ FINANCIAL TIMES 9

ering the cost of labour to almost noth-
ing and by pushing the boundaries of 
science through original discoveries. 
That could facilitate breakthroughs for 
other companies he has invested in such 
as Oklo and Helion, which is working on 
nuclear fusion, or Neuralink.

Altman said he was playing such a 
prominent role in bringing new technol-
ogies forward in part because govern-
ments had shied away from leading the 
latest wave of innovation.

Brandishing part of a Concorde he 
keeps in his office, Altman said govern-
ment capacity for innovation had ebbed 
since the UK and France collaborated to 
create the supersonic plane and the US 
launched the Apollo space missions.

“In a well functioning society, govern-
ments would be doing the AGI project 
and [nuclear] fusion and a whole bunch 
of things — and yet they’re not. 

“So we either sit around and watch the 
gradual decline of state capacity and say 
‘that’s a bummer’ and we’re just not 
going to have any more technical 
progress . . . or you do the next best 
thing and just build great companies,” 
he said.

Altman, who describes himself as “an 
extremely, extremely proud American 
citizen”, has spent more and more time 
in Washington this year, making his case 
to Congress and at the White House as 
he seeks to build trust and explain the 
ramifications of AGI.

“After the response to ChatGPT and 
people taking AGI seriously, absolutely 
we owed them the time to answer any 
questions they had,” he said.

Last week, OpenAI and other compa-
nies in the space agreed to let their sys-
tems be externally tested before being 
launched to the public, in a move the 
White House said would “help move 
towards safe, secure and transparent 
development of AI technology.”

The US Federal Trade Commission 
told OpenAI this month that it was look-
ing into whether people had been 
harmed by ChatGPT’s creation of false 
information about them, as well as 
whether the group has engaged in 
“unfair or deceptive” privacy and data 
security practices.

OpenAI has also come up against reg-
ulators in the EU, who are drafting some 

of the most comprehensive rules availa-
ble for the technology. In May this year, 
Altman appeared to fire a warning shot 
at Brussels, suggesting his company 
could pull its services from the EU if reg-
ulation was too tough. “We will try to 
comply but if we can’t comply we will 
cease operating,” said Altman, who later 
rowed back on the comments.

Worldcoin has also run up against US 
regulators. The company has chosen not 
to issue tokens in the US amid a crack-
down on digital assets in the country, led 

Sam Altman: 
OpenAI boss 
hopes for ‘a 
more friendly 
environment’ as 
he builds a 
network of 
businesses that 
could reshape 
society. Below, 
eye-scanning 
crypto project 
Worldcoin
SeongJoon Cho/Bloomberg; 
Gabby Jones/Bloomberg

‘Why don’t 
you ask the 
government 
why they 
aren’t doing 
these 
things; isn’t 
that the 
horrible 
part?’

by the Securities and Exchange Com-
mission. In recent months the financial 
markets watchdog has taken enforce-
ment action against the biggest names 
in crypto, including Nasdaq-listed 
exchange Coinbase and Binance, the 
largest exchange in the world.

“It is really sad,” said Altman. “Of 
course, we’re going to follow the law. I 
hope that there’s more clarity in the US 
over time and a more friendly environ-
ment but that’s what we’re going to have 
to do for now.”

GEORGE HAMMOND — SAN FRANCISCO 
SCOTT CHIPOLINA — LONDON

Sam Altman rolled out a new project to 
distinguish humans from increasingly 
smart robots this week, highlighting the 
OpenAI chief’s belief that artificial intel-
ligence breakthroughs will soon create 
new challenges for society — and his 
conviction that he can solve them.

The launch of the eye-scanning 
cryptocurrency project Worldcoin is the 
latest in a string of advances at compa-
nies backed or led by Altman. This 
includes OpenAI’s release of ChatGPT in 
November last year and the announce-
ment this month that Oklo, a nuclear 
fission start-up chaired by Altman, is to 
go public in a deal valuing the company 
at $850mn.

“These are independent parts of a 
specific vision of the future which I 
believe in,” said Altman in an interview 
with the Financial Times. “But they’re 
all doing their own things and they all 
work independently.” 

Collectively, Altman’s projects could 
reshape society and their success would 
place him at the heart of a powerful net-
work of companies. Those efforts have 
shot the 38-year-old to global promi-
nence while also putting put him on a 
collision course with regulators.

Altman insisted he had no intention 
of “disintermediating” governments 
but suggested that the public sector had 
“a lack of will” to lead innovation.

“People ask me periodically, ‘Don’t 
you think this should be done by the 
government? Isn’t it horrible that you 
are doing this as a private tech com-
pany?’ ” he said. “Why don’t you ask the 
government why they aren’t doing these 
things; isn’t that the horrible part?”

Microsoft-backed OpenAI is working 
to develop artificial general intelligence 
— advanced computer systems capable 
of performing at or above the level of 
humans in a range of tasks, a goal Alt-
man said could be met within 10 years.

Plans for Worldcoin include creating a 
global identification system by scanning 
users’ eyeballs to help distinguish them 
from robots and providing the infra-
structure to distribute a whole range of 
financial services and social aid, includ-
ing universal basic income.

Altman has also invested in Retro Bio-
sciences, a start-up aiming to lengthen 
human life, and Neuralink, a business 
co-founded by Elon Musk that is devel-
oping a computer that can be implanted 
into the brain.

He has bristled at the suggestion that 
he is manoeuvring to be at the centre of 
a universe dominated by AI or that he is 
acting for financial reward.

Altman has said he has no direct 
equity stake in OpenAI and only an 
“immaterial” holding in the company 
through Y Combinator, the start-up 
incubator he ran from 2014-19. He is 
independently wealthy, holding stakes 
in some of Silicon Valley’s most success-
ful start-ups including payments group 
Stripe and social network Reddit. 

In a 2021 paper “Moore’s Law for Eve-
rything”, Altman argued that the advent 
of AGI would create huge wealth by low-
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AI chief ’s ‘vision of future’ puts him 
on collision course with regulators
Trailblazer behind ChatGPT and Worldcoin says public sector has ‘lack of will’ to lead technological innovation

ERIC PLATT — NEW YORK 
RICHARD WATERS — SAN FRANCISCO

iRobot has turned to the private credit 
industry for a $200mn lifeline in a bid 
to shore up its finances as the Roomba 
vacuum maker’s sale to Amazon faces 
tough antitrust scrutiny.

iRobot also agreed yesterday to reduce 
the value of its sale to Amazon by 15 per 
cent, from $61 to $51.75 a share, in a 
move that reflects the higher level of 
debt it is taking on ahead of the deal. 

The company “is taking on new 
financing that we believe is sufficient to 
support our operations in a hyper com-
petitive environment and meet our 
liquidity needs as well as pay off iRo-
bot’s existing debt”, chief executive 
Colin Angle said. 

The $200mn loan was extended by 
Carlyle. As banks have pulled back 
from riskier lending in the wake of the 
2008 financial crisis, large private 
credit managers have stepped in.

Carlyle’s loan carried a steep interest 
rate, about 14.6 per cent, which could 
rise if the Federal Reserve continues 
tightening monetary policy. iRobot in 
May disclosed its cash balance had 
plunged nearly 60 per cent from the 
end of last year, adding it had drawn 
about a quarter of a $100mn revolving 
loan from Bank of America.

The new terms reduce Amazon’s offer 
by $225mn, valuing iRobot at about 
$1.45bn. The company has struggled 
this year as a boom in sales during the 
pandemic has ended and one of its larg-
est customers cut back orders. 

Regulators in Europe and the US have 
mounted investigations into Amazon’s 
takeover, which would extend the range 
of “smart” home gadgets the ecom-
merce company sells. The deal has 
raised concerns about whether data col-
lected by iRobot’s Roomba vacuum 
cleaners could leave Amazon with a far 
more detailed picture of its customers’ 
homes, giving it an unfair edge.

Technology

iRobot takes 
$200mn loan 
as Amazon 
deal stumbles

GUY CHAZAN — BERLIN

GlobalFoundries has criticised the sub-
sidies Berlin is preparing to offer the US 
chipmaker’s rival TSMC for a planned 
plant in Dresden.

Thomas Caulfield, GlobalFoundries’ 
chief executive, told the Financial 
Times the company welcomed competi-
tion “on a level playing field” but 
warned that the funds for Taiwan Semi-
conductor Manufacturing Company 
would distort competition.

“[If] a subsidy benefits one dominant 
player disproportionately, there is a real 
risk of dependence on a single supplier, 
market foreclosure and less resilient 
supply chains,” Caulfield said.

TSMC, the world’s biggest contract 
chipmaker, declined to comment.

The German government said all state 
aid was subject to approval by the Euro-

pean Commission, which reviewed it to 
ensure “it doesn’t distort competition 
within the EU single market”. 

Germany has attracted huge invest-
ment into its semiconductor industry in 
recent months. Intel last month 
announced it would spend a total of 
€30bn on two new plants in the eastern 
city of Magdeburg, up from an original 
price tag of €17bn.

GlobalFoundries and STMicroelec-
tronics this month unveiled plans to 
team up to build a chip factory in 
France, a multibillion-euro project that 
will receive significant government sup-
port. That and the Intel investment are 
seen as pivotal to EU plans to double the 
bloc’s share of the global semiconductor 
market from less than 10 per cent today 
to 20 per cent by 2030.

TSMC is widely expected to become 
the next group to announce plans for a 

big investment in eastern Germany, 
although it has consistently refused to 
divulge details of its plans. 

Industry experts said TSMC would 
receive financial support under the 
European Chips Act, which aims to 
mobilise more than €43bn in public and 
private investment for the industry.

Caulfield said it was “crucial” that 
“any government investment promotes 
healthy competition and does not inad-
vertently distort it”.

Berlin said GlobalFoundries itself was 
in receipt of subsidies under the Impor-
tant Projects of Common European 
Interest scheme, which allows EU states 
to join forces to back innovative projects 
without flouting state aid rules. Global-
Foundries received about €400mn in 
the first IPCEI round. 
Additional reporting by Kathrin Hille in 
Taipei

Technology

Rival criticises German subsidies for TSMC
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capacity
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Japan’s largest power company is hold-
ing early talks with outside investors 
over a capital injection to boost its 
investment in renewables.

Jera’s global chief executive Yukio Kani, 
who took on the role in April, said that 
although talks were at a very early stage, 
the company was “of course tapping” 
potential investors to inject equity. 

He added that Jera required “huge 
investment” to expand in renewables 
and hydrogen, which are expected to 
become two important business lines, 
and that the company could not manage 
that with its existing balance sheet.

“We need to ask a third party to inject 
equity to strengthen our balance sheet,” 
he said. Kani did not disclose how much 
Jera was looking to raise, or how much it 
wanted to invest in renewables. 

The company is already expanding in 
this part of the market. Earlier this year, 
it agreed to buy Belgian offshore wind 
developer Parkwind for €1.55bn and it 
is jointly acquiring Tokyo-based Green 
Power Investment, one of Japan’s
leading renewable energy groups, with 

Japanese telecoms business NTT, in a 
deal worth $2bn. It has a target of 5GW 
of renewable energy output by 2025 and 
a target to achieve net zero CO₂ emis-
sions by 2050.

Jera also recently said it would pro-
vide venture capital to the industry and 
is looking to invest $300mn in energy-
related start-ups.

Kani said that, compared with an ini-
tial public offering, “it’s much easier to 
ask a third party to [inject] equity”. He 
added: “We really need to move quickly 

mix of high valuations, lower leverage 
costs and low interest rates of the past 
few years. 

“Today, unfortunately, there’s both a 
supply and demand problem,” he 
added, referring to the number of assets 
available at a reasonable price and the 
number of investors wanting to put 
money into the asset class. 

GIC’s annual report showed it made 
an average annual return above infla-
tion over the past 20 years — its main 
performance metric — of 4.6 per cent for 
2023, up from 4.2 per cent a year earlier 
and its highest level since 2015. 

Chaired by prime minister Lee Hsien 
Loong, GIC’s mandate is to deliver infla-
tion-beating returns over the long term 
and increase the purchasing power of 
Singapore’s foreign reserves.

The fund does not publish its assets 
under management but has increased 
its allocation to private equity to 17 per 
cent of its portfolio from 9 per cent in 
2017, becoming a global investment 
force in areas from start-ups to toll 
roads. 

Market volatility, higher interest rates 
and falling valuations have left the pri-
vate equity industry struggling to raise 

money this year with investors already 
over-allocated to the asset class as pub-
lic market valuations have fallen rela-
tive to the value of private holdings. 

Fundraising across private markets is 
this year set to fall almost 30 per cent 
compared with 2022, according to a 
report released this month by Bain & Co. 
GIC said it could increase its private 
market exposure over the year ahead 
given the right investments.

“The private market does play to the 
advantage of a long-term investor like 
ourselves,” said chief executive Lim 
Chow Kiat. “If the market offers more 
opportunities, certainly we will direct 
our capital accordingly.”

GIC said the fundraising drought in 
private markets was an area of opportu-
nity. Many global private equity firms 
are facing pressure from their investors, 
who cannot allocate to new funds until 
they get some cash back, to sell parts of 
their portfolio “at reasonable prices”, 
Jaensubhakij said. 

GIC said the outlook for the next 12 
months was challenging, with global 
interest rates remaining elevated, the 
chances of a recession relatively high, 
and “chronic geopolitical risks”. 

to invest into renewables and hydro-
gen . . . so agility is very important.”

Like other big power companies, Jera 
is under pressure to reduce carbon 
emissions, amid increasing extreme 
weather caused by climate change, 
including in Japan. The company 
accounts for a third of power generation 
there, from burning LNG and to a lesser 
extent coal, and its CO₂ emissions make 
up about 10 per cent of Japan’s total.

It was set up in 2015 as a fuel-buying 
joint venture between Japanese utility 
companies, Tokyo Electric Power and 
Chubu Electric Power. In 2019, it took 
over its parent companies’ thermal 
power generation business. Its then boss 
said an IPO was an option as part of Jera 
becoming “an autonomous company”.

Kani said an IPO remained an option, 
particularly if Jera received outside 
equity investment. “The investors will 
ask for an exit plan. That’s a very nor-
mal conversation,” he said. 

“Nothing has been decided yet, but an 
IPO could be kind of a package [for 
investing],” he pointed out.

If there were to be an IPO, it would be 
in the second half of the decade, he 
added. 

Energy 

 Japanese power generator Jera seeks 
capital to boost renewables investment

MERCEDES RUEHL — SINGAPORE  

GIC has warned that many of the tail-
winds for private equity “have come to 
an end”, with a golden age replaced by 
tougher conditions. 

The Singapore fund, one of the world’s 
largest institutional investors, said the 
new era of higher interest rates and vol-
atility had created challenges but 
opportunities were still available in the 
private market — a segment of the glo-
bal economy to which it has signifi-
cantly boosted exposure in recent years. 
The fund has estimated assets of more 
than $700bn and is one of the most 
important backers of buyouts.

Speaking ahead of its annual results 
yesterday, GIC told the Financial Times 
it was allocating money towards logis-
tics, infrastructure and other inflation-
insulated assets, while seizing on dis-
counted deals as some investors looked 
to cash out.

“Many of the things that were tail-
winds for the private equity industry 
have come to an end . . . and I don’t 
think they are coming back any time 
soon,” said chief investment officer Jef-
frey Jaensubhakij, citing the lucrative 

Financials

Singapore’s GIC says the golden era 
for private equity has come to an end

Yukio Kani says Jera needs ‘to move 
quickly to invest into renewables’

Trading at just above 90 cents on the 
dollar on Monday, the bond is well 
above the 70 cents level perceived as a 
distress marker. But Pemex has longer-
dated bonds, including one with a 2050 
maturity, which trade below that.

“It’s not really that sustainable when 
you have companies funding at 11, 12 
per cent,” said one bondholder. “Typi-
cally it does indicate distress, and that’s 
the concern with this company.”

The size of Pemex means its debt is 
held by various emerging market funds. 
It makes up 1.9 per cent of the JPMorgan 
Emerging Market Bond Global Diversi-
fied Index. It is one of Mexico’s largest 
employers.

Andrés Manuel López Obrador, presi-
dent, who cannot run again under the 
constitution, has vowed to “rescue” 
Pemex as part of an energy nationalism 
strategy to champion state groups and 
reduce reliance on foreign interests. The 
business turned its first annual net 
profit in a decade last year, but analysts 
said it was not on a sound footing.

“Pemex is in a vulnerable position 
given tight liquidity and poor solvency 
metrics,” said Aaron Gifford at T. Rowe 
Price, one of the largest Pemex bond-
holders. “Higher borrowing costs are 
also an issue, and the lack of immediate 
government support has come as a dis-
appointment,” though he believed the 
government had “the willingness and 
capacity to support the company”.

Differing views on how willing Mexico 
is to support the company explain 
divergent ratings by Moody’s and Fitch 

on the one hand, which have assigned it 
junk quality, and S&P Global Ratings on 
the other, which gives it an investment-
grade rating.

The finance ministry said Pemex was 
a strategic asset and the government 
had been, and would continue to be, 
responsible by supporting Pemex with-
out negatively affecting public finances. 
“We have the capacity to back the com-
pany whenever it is necessary.” 

Pemex has to make some $15bn of 
international bond payments in 2023 
and 2024. Moody’s noted that it also had 
other, shorter-dated debt, totalling an 
additional $9bn.

In the past few years the government 
has cut a tax rate on the group and 
bought back or swapped bonds, but to 
meet the next payments it would need 
further support, said Fitch. 

“Pemex cannot afford [to wait] for
the next government to take action. 
Pemex needs assistance now,” said Save-
rio Minervini, senior director at the 
agency. Support had been ad hoc and 
unpredictable.

Pemex said state support had been co-
ordinated and unlike in any prior 
administration. “Pemex is on a path to a 
more solid financial position,” it said. 
The assistance was not discretional and 
was aimed at supporting investment 
and strengthening finances.

Even as Pemex pays lower interest 
costs on some of its older bonds, the 
investor pointed out that any refinanc-
ing would be more expensive.

The bondholder asked why the gov-

ernment had not provided a greater 
level of support to bring funding costs 
down, or fund out of sovereign issuance. 
“Ultimately, someone is paying a much 
higher interest cost here.”

Investors have been warning for years 
that lack of progress by Pemex on envi-
ronmental, social and governance met-
rics means more fund managers are 
screening it out. A platform fire killed 
two workers in July and a February stor-
age terminal fire killed five.

Pemex said “relevant events” were 
related to third-party work that did not 
meet its standards, and it was taking 
action to ensure contractors were ade-
quately qualified and supervised.

Pemex had a monopoly until a 2013 
opening to private companies, but 
López Obrador halted this. 

“The closing of the energy space to 
private investment puts more pressure 
on Pemex,” said Lisa Schineller at S&P.

She said Mexico had the capacity to 
support Pemex. Even if the group’s full 
debt was taken on by the sovereign, 
Mexico’s net general debt would not 
exceed 60 per cent of GDP. 

The group was “critical” to Mexico, 
making a default unlikely. She likened 
its relationship to the government to 
that of mortgage insurers Fannie Mae 
and Freddie Mac in the US.

The Pemex bondholder said two-year 
Pemex credit default swaps were more 
expensive than one-year equivalents. 
The difference was “quite steep”, signal-
ling hedging against “election risk” from 
next June.

CHRISTINE MURRAY — MEXICO CITY 
HARRIET CLARFELT — NEW YORK

Rating agencies and investors have 
warned that Mexican state oil group 
Pemex needs urgent government sup-
port to make forthcoming payments on 
its $107bn debt.

Moody’s lowered the outlook on 
Pemex debt on Friday to “negative” 
from “stable” but left the sub-invest-
ment-grade ratings unchanged. That 
followed a downgrade from Fitch this 
month, pushing the group further into 
junk territory while noting that Pemex 
was in “financial distress” and it might 
need “concessions” from creditors.

It intensifies pressure on the group 
and on Mexico’s government to commu-
nicate a long-term strategy for paying 
down the debt and navigating what 
Moody’s said would be pressure on pub-
lic finances for support under a new gov-
ernment after next June’s election.

Many investors had expected direct 
state support for the company earlier 
this year, but Pemex instead tapped cap-
ital markets in January with a $2bn 
bond issuance. The 10-year bond was 
priced with a yield of 10.375 per cent. 
That has climbed to roughly 11.5 per 
cent, reflecting a decline in the debt 
instrument’s price.

Further push into junk zone 

comes as Fitch and Moody’s 

stress need for state backing

The Mexican 
government
has vowed to 
‘rescue’ Pemex 
in an energy 
nationalism 
strategy of 
championing 
state groups and 
cutting reliance 
on foreign 
interests
José Luis González/Reuters

Fixed income. Distress alert

Pemex bonds sink as rating 
agencies warn over debt pile

MARY MCDOUGALL — LONDON

The UK is on track to incur the highest 
debt interest costs in the developed 
world this year as persistently high 
inflation and an unusually large propor-
tion of government bonds linked to 
price rises damage the public finances.

The Treasury would spend £110bn on 
debt interest in 2023, Fitch forecast. At 
10.4 per cent of government revenue, 
that would be the highest of any high-
income country — the first time the UK 
has topped the data set that goes back to 
1995 — after an improvement by the 
previous leader, Iceland.

About a quarter of UK government 
debt is index-linked bonds, where the 
payouts fluctuate with inflation, mak-
ing the country an outlier. Most coun-
tries have less than 10 per cent.

“We’ve had a very large inflation 
shock which is adversely affecting the 
public finances, and that is obviously a 
key driver of the sovereign credit rat-
ing,” said Ed Parker, global head of 
research for sovereigns and suprana-
tionals at Fitch. 

The agency in June repeated its nega-
tive outlook on the UK’s double A minus 
credit rating, citing “rising government 
debt and uncertain prospects for fiscal 
consolidation”. 

Parker said a negative outlook sig-
nalled a downgrade was “more likely 
than not if current trends continue”. 

Debt interest costs as a proportion of 
revenue have jumped in the UK in the 
past couple of years while falling else-
where. The UK will sit at the top of the 
Fitch debt interest costs table after its 
ratio increased in the past two years 
from an average of 6.2 per cent between 
2017 and 2021.

The average of western Europe and 
North American countries is set to fall 
from 4 per cent in the five years to 2021 
to 3.7 per cent this year, as inflation has 
boosted government revenues and in 
some countries expiring debt had 
higher interest rates.   

Rising UK debt costs come as inflation 
proves harder to tame than in other 
developed economies. 

The UK’s retail price index, which 
guides index-linked gilt interest pay-
ments, rose 10.7 per cent in the year to 
June, while wage inflation has yet to 
show signs of easing. 

Fitch expects the UK’s debt interest-
to-revenue ratio to start to fall next year 
as inflation continues to ease, with the 
interest burden of both the US and Italy 
set to overtake the UK in 2024.

But rating agencies expect the UK’s 
interest costs to stabilise at historically 
high levels. “We expect the debt afforda-
bility of the UK to remain relatively 
weak,” said Evan Wohlmann, senior 
credit officer at Moody’s. 
See Lex 

Fixed income

UK set for 
highest credit 
costs of big 
sovereign 
borrowers

‘We’ve had a very large 
inflation shock which is 
adversely affecting the 
public finances’
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oil company’s 
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‘unsustainable’
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International 
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group must make 
this year and next
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In the top half of the S&P 500 index was 
General Electric, the once-archetypal 
conglomerate, which boosted its full-year 
guidance following a double-digit rise in 
orders and revenue in the second quarter.

Underpinning this performance was 
strong demand for the aircraft engines of 
GE's aerospace unit, it said.

Office equipment maker Xerox rallied 
after also lifting its 2023 outlook for 
operating margin and free cash flow.

iRobot, home to the autonomous 
Roomba vacuum cleaners, fell sharply on 
news that Amazon had slashed the price 
it was willing to pay for the group.

The behemoth's revised offer of $51.75 
per share was 15 per cent lower than an 
earlier $61 bid. This reflected a new 
$200mn financing facility opened by 
iRobot that aimed to fund operations, 
said the companies.

Music-streaming group Spotify sank 
after posting disappointing revenue 
numbers. Second-quarter sales of €3.18bn 
were 2 per cent below Citi estimates, 
while revenue this quarter was expected 
to hit €3.3bn, again missing the €3.4bn 
Wall Street had forecast.

The group reported an overall loss of 
€302mn for the quarter, more than 
double the €125mn loss from a year 
earlier despite premium subscribers 
growing 17 per cent year on year. 
Ray Douglas

Wall Street LondonEurope

Sportswear group Adidas rose after it 
resumed selling Yeezy gear, its product 
line in collaboration with Kanye West.

The partnership turned sour last year 
after the US rapper posted antisemitic 
remarks. Adidas cut ties soon after and 
stopped selling Yeezy sneakers in 
October. However, Adidas reported better 
than expected sales of its first batch of 
unsold Yeezy stock, leading to a rise in 
full-year guidance.

Switzerland's Logitech, which makes 
computer peripherals, climbed after also 
lifting its outlook following quarterly 
sales of $974mn — more than 5 per cent 
ahead of analyst estimates.

Charles Boynton, chief financial officer, 
flagged “another quarter of reduced 
inventory” and a 14 per cent year-on-year 
drop in operating expenses.

Dutch recruitment group Randstad 
rallied after posting operating income of 
€271mn in the second quarter, 11 per cent 
ahead of the Refinitiv-compiled estimate.

But Sander van 't Noordende, chief 
executive, repeated the concerns of other 
recruiters on “challenging conditions” 
after a post-pandemic boom in the sector.

Higher guidance buoyed Akzo Nobel, 
the paintmaker behind such brands as 
Dulux and Polyfilla, which forecast core 
profit of €1.4bn to €1.55bn in 2023, up 
from an earlier projection of €1.2bn to 
€1.5bn. Ray Douglas

In the top half of the FTSE 100 index was 
consumer goods giant Unilever, which 
posted better operating profit, margins 
and free cash flow for the half year.

But Danni Hewson, head of financial 
analysis at AJ Bell, warned that sales 
growth had “come entirely from putting 
up prices, not shifting more units”.

“The sign of a good business is one 
that can grow prices and volumes,” said 
Hewson, who flagged a decline in 
volumes during the period.

At the bottom of the blue-chip 
benchmark was Compass, the world's 
largest caterer, which left its full-year 
guidance unchanged, a forecast that was 
“conservatively set”, said Shore Capital.

The reiteration came as Compass 
reported organic revenue growth of 
21 per cent in the year to date, reflecting 
“excellent client retention”, it said.

Newspaper group Reach jumped off 
the back of a resilient performance in its 
print business, which was benefiting from 
a decline in newsprint costs.

On the digital side, however, the 
publisher said it was navigating lower 
referral traffic “following Facebook's 
deprioritisation of news content”.

hVivo, which tests infectious and 
respiratory disease products, rallied on 
announcing a £13.1mn contract with an 
unnamed “top-five global pharmaceutical 
client”. Ray Douglas

3 China shares push rest of world higher 
as politburo pledges to aid recovery
3 Europe-wide Stoxx 600 closes up 0.5%, 
led by basic materials stocks
3 Unilever gains 4.3% on price rises; 
helps FTSE 100 advance 0.2% 

Chinese stocks led the rest of the world 
higher yesterday after Beijing vowed to 
extend support measures to bolster the 
“tortuous” post-pandemic recovery of the 
world's second-largest economy.

Mainland China's CSI 300 rose 2.9 per 
cent, while Hong Kong's Hang Seng index 
was up 4.1 per cent. There were also 
strong gains for the Hang Seng Mainland 
Properties index and the Hang Seng Tech 
index, which added more than 14 per cent 
and 6 per cent, respectively.

Stocks in the US and Europe followed 
suit, with Wall Street's benchmark S&P 
500 adding 0.3 per cent by midday while 
the tech-focused Nasdaq Composite 
gained 0.6 per cent. 

Among the biggest climbers in Hong 
Kong was Country Garden, China's 
biggest developer by sales, which surged 
18 per cent after falling 9 per cent on 
Monday amid a sell-off for the sector. In 
the tech sector, ecommerce platform 
JD.com rose almost 8 per cent.

Gains for China stocks outstripped 
markets elsewhere in the region, with 
Japan's Topix adding 0.2 per cent and 
India's Sensex trading flat. However, 
traders in Hong Kong said much of the 
rally was driven by short sellers closing 
out their bets against Chinese stocks.

Investors had watched Monday's 
meeting of China's powerful politburo 
closely for signs that Beijing would step 

in to revive the country's economy, which 
rallied strongly at the start of this year 
after the unwinding of zero-Covid curbs 
but has since lost momentum.

The committee said the economy had 
made “tortuous progress” and it would 
work to tackle unemployment, speed up 
the issuance of local government bonds 
and boost consumption of electronics, 
electric vehicles and other goods.

The politburo on Monday said it was 
“necessary to actively expand domestic 
demand” and “expand consumption by 
increasing residents' income”.

In Europe, the Stoxx 600 closed 0.5 per 

achieved would, to our minds, include 
raising policy rates to the neutral level, 
not just removing the yield curve con-
trol regime and, by the middle of next 
year, the negative interest rate policy. 

Recent market fluctuations also jus-
tify some policy revisions. The yen has 
risen and currency market volatility has 
increased. The longer the BoJ delays pol-
icy adjustments, the greater this volatil-
ity will probably become. 

Last year, the BoJ’s dovishness con-
tributed to a rapid weakening of the yen 
that required intervention in the foreign 
exchange markets. If the bank wants to 
avoid a similar experience this year, it 
would be reasonable to start gradually 
scaling back policy as inflation pros-
pects change. Also, it would not be desir-
able for it to continue holding so much 
of the outstanding 10-year government 
debt if the economic fundamentals that 
informed such a policy no longer apply. 

Monetary policy has become highly 
complex over the past 10 years. It may 
need to abolish yield curve control and 
start shrinking its bloated balance sheet 
before it begins to raise policy rates. 
Plus, years of prolonged monetary eas-
ing have left Japan’s economic structure 
and government financing vulnerable 
to higher interest rates and the BoJ may 
be required to pay close attention to the 
potential negative impact on both, 
requiring it to take a gradual approach. 

So even if yield curve control is 
adjusted, expect the BoJ to continue to 
send dovish signals to the market and 
keep monetary policy accommodative 
for some time with the result that 
Japan’s real policy rate will be left at its 
lowest ever in coming years. 

Ayako Fujita is chief Japan economist at 
JPMorgan in Tokyo

rise in inflation is temporary is becom-
ing untenable; even the government 
now expects inflation to average 2.6 per 
cent during fiscal 2023 against the BoJ 
forecast of 1.8 per cent. 

So far, the BoJ has justified continuing 
its easy monetary policy stance by refer-
ence to a subdued inflation outlook. 
Rate-setters are likely to argue they are 
not yet confident of hitting the 2 per 
cent inflation target in a sustainable 
way. But expectations are rising that 
the BoJ will revise up its fiscal 2023 infla-
tion forecasts and acknowledge it is get-
ting closer to where confidence in infla-
tion staying above 2 per cent for two 

consecutive years would be justified.
In such an environment, there would 

no longer be a case for maintaining the 
super-accommodative monetary pol-
icy, which was introduced at a time 
when inflation had remained well below 
1 per cent for an extended period. In 
addition, the chances of a global reces-
sion, flagged as a major risk to Japan’s 
economy, have receded recently. 

While upward revisions to the BoJ’s 
inflation outlook appear almost inevita-
ble, the possibility of no policy changes 
cannot be excluded. Yet that would 
leave the bank facing not only commu-
nication problems but also an increased 
risk of abrupt policy changes in future. 

A change in monetary policy consist-
ent with an expectation that the stable 
inflation target of 2 per cent will be 

The BoJ’s argument 
that the rise in inflation 
is temporary is 
becoming untenable

cent higher, lifted by basic materials 
stocks as investors looked to economic 
stimulus from Beijing. Germany's Dax 
rose 0.1 per cent, while London's FTSE 
100 advanced 0.2 per cent.

The London-based consumer goods 
giant Unilever gained 4.3 per cent, having 
reported higher than expected 
underlying sales growth in the first half of 
the year, driven by continued price rises. 

The moves came as investors prepared 
for tech groups Microsoft and Alphabet 
to report their earnings, followed by Meta 
today. Hudson Lockett, William Langley 
and Daria Mosolova 

What you need to know

China stocks still lag behind global peers
Benchmark performance year to date (indexed to 100, in US dollar terms)

Source: Bloomberg
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The day in the markets

Markets update

US Eurozone Japan UK China Brazil
Stocks S&P 500 Eurofirst 300 Nikkei 225 FTSE100 Shanghai Comp Bovespa

Level 4567.31 1850.60 32682.51 7691.80 3231.52 122037.07

% change on day 0.28 0.47 -0.06 0.17 2.13 0.57
Currency $ index (DXY) $ per € Yen per $ $ per £ Rmb per $ Real per $

Level 101.448 1.104 141.095 1.286 7.139 4.738

% change on day 0.101 -0.361 -0.035 0.312 -0.891 0.088
Govt. bonds 10-year Treasury 10-year Bund 10-year JGB 10-year Gilt 10-year bond 10-year bond

Yield 3.886 2.420 0.462 4.340 2.711 10.474

Basis point change on day 5.040 0.100 1.590 1.400 5.100 1.100
World index, Commods FTSE All-World Oil - Brent Oil - WTI Gold Silver Metals (LMEX)

Level 462.93 83.56 79.75 1960.00 24.59 3783.90

% change on day 0.47 0.99 1.28 -0.03 -0.57 0.93
Yesterday's close apart from: Currencies = 16:00 GMT; S&P, Bovespa, All World, Oil = 17:00 GMT; Gold, Silver = London pm fix. Bond data supplied by Tullett Prebon.
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Biggest movers
% US Eurozone UK
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Packaging 10.49

Msci 8.07

Pultegroup 6.41

F5, . 6.04

3m 5.91

Unilever 5.01

Adidas 4.45

Akzo Nobel 3.56

Arcelormittal 2.52

Randstad 2.49

Antofagasta 6.59

Anglo American 4.83

Croda Int 4.73

Unilever 4.34

Rio Tinto 4.19

%

D
ow

n
s

Rtx Corp -13.59

Alaska Air -11.91

Lamb Weston Holdings -7.53

Southwest Airlines Co -5.66

Invesco Ltd -5.48
Prices taken at 17:00 GMT

Casino Guichard -8.71

Dassault Systemes -5.27

Sodexo -3.76

Fresen.med.care -2.84

Alstom -2.08
Based on the constituents of the FTSE Eurofirst 300 Eurozone

Compass -5.17

Melrose Industries -2.74

Int Consolidated Airlines S.a. -2.65

Rolls-royce Holdings -2.58

Associated British Foods -2.53

All data provided by Morningstar unless otherwise noted.

Ayako Fujita

Markets Insight

W hen will the Bank of 
Japan shift its monetary 
stance to reflect the 
real ity of increasingly 
sticky inflation? Pre-

dicting policy remains difficult but the 
central bank’s interpretation of eco-
nomic change remains as significant as 
the data itself.

Recent wage and inflation data 
already justify some scaling back of the 
current super-accommodative mone-
tary stance. The BoJ will probably revise 
its inflation forecasts upwards in its out-
look report, due on Friday, indicating 
that it expects inflation will remain 
higher than initially thought. 

As such, we expect policymakers to 
widen the yield cap on 10-year Japanese 
government bonds to plus or minus 1 
per cent at its policy meeting on the 
same day. It has stood at plus or minus 
0.5 per cent since December 2022.

The BoJ’s recent communications 
suggest the July meeting will be include 
active policy decisions. Deputy gover-
nor Shinichi Uchida told Reuters earlier 
this month that the BoJ would make a 
balanced decision on tweaking its yield 
curve control policy, under which the 
bank intervenes to keep Japanese gov-
ernment bond yields in a certain range. 

Governor Kazuo Ueda has indicated 
the BoJ will at each policy meeting check 
the pace of progress made in sustainably 
achieving its 2 per cent inflation target.

Japan’s inflation dynamics are clearly 
changing. Upward pressure on prices 
and structural and cyclical factors have 
heightened pressure on wages, leading 
to a rise in inflation expectations. 

With underlying prices continuing to 
rise a year after the global price shocks 
caused by Russia’s full-scale invasion of 
Ukraine, the BoJ’s argument that the 

BoJ must react 
to increasingly 
sticky inflation
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CChange during previous day’s trading (%)

S&P 500

0.28%

Nasdaq Composite

0.62%

Dow Jones Ind

0.20%

FTSE 100

0.17%

FTSE Eurofirst 300

0.47%

Nikkei

-0.06%

Hang Seng

4.10%

FTSE All World $

0.47%

$ per €

-0.361%

$ per £

0.312%

¥ per $

-0.035%

£ per €

-0.579%

Oil Brent $ Sep

-0.18%

Gold $

-0.03%

Stock Market movements over last 30 days, with the FTSE All-World in the same currency as a comparison

AMERICAS EUROPE ASIA
Jun 26 - -  Index  All World Jun 26 - Jul 25  Index  All World Jun 26 - Jul 25  Index  All World Jun 26 - Jul 25  Index  All World Jun 26 - Jul 25  Index  All World Jun 26 - Jul 25  Index  All World

S&P 500 New York

4,328.82

4,567.31

Day 0.28% Month 5.04% Year 15.14%

Nasdaq Composite New York

13,492.52

14,145.61

Day 0.62% Month 4.84% Year 20.06%

Dow Jones Industrial New York

33,727.43

35,481.46

Day 0.20% Month 5.19% Year 10.90%

S&P/TSX COMP Toronto

19,418.23

20,604.78

Day -0.02% Month 5.98% Year 7.72%

IPC Mexico City

53,335.74
53,704.05

Day 0.63% Month 0.96% Year 14.09%

Bovespa São Paulo

118,242.95

122,456.89

Day 0.57% Month 2.58% Year 21.71%

FTSE 100 London

7,453.58

7,691.80

Day 0.17% Month 3.11% Year 5.30%

FTSE Eurofirst 300 Europe

1,796.47

1,850.60

Day 0.47% Month 2.90% Year 10.34%

CAC 40 Paris

7,184.35

7,415.45

Day -0.16% Month 3.52% Year 19.28%

Xetra Dax Frankfurt

15,813.06

16,202.49

Day 0.13% Month 0.89% Year NaN%

Ibex 35 Madrid

9,274.00

9,519.20

Day -0.25% Month 2.73% Year 18.23%

FTSE MIB Milan

27,242.91

28,966.41

Day 0.20% Month 6.46% Year 36.56%

Nikkei 225 Tokyo

32,781.54 32,682.51

Day -0.06% Month -0.38% Year 16.99%

Hang Seng Hong Kong

18,794.13

19,434.40

Day 4.10% Month 2.86% Year -5.72%

Shanghai Composite Shanghai

3,150.62

3,231.52

Day 2.13% Month 1.05% Year -1.18%

Kospi Seoul

2,582.20
2,636.46

Day 0.30% Month 2.58% Year 10.17%

FTSE Straits Times Singapore

3,191.60

3,286.16

Day 0.64% Month 2.90% Year 3.24%

BSE Sensex Mumbai

63,238.89

66,355.71

Day -0.04% Month 5.37% Year 18.35%
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.HQ\D .HQ\DQ�6KLOOLQJ �������� ������ �������� ������� �������� ������
.XZDLW .XZDLWL�'LQDU ������ � ������ ������� ������ ������
0DOD\VLD 0DOD\VLDQ�5LQJJLW ������ ������� ������ ������� ������ ������
0H[LFR 0H[LFDQ�3HVR ������� ������ ������� ������ ������� ������
1HZ�=HDODQG 1HZ�=HDODQG�'ROODU ������ ������� ������ ������� ������ ������
1LJHULD 1LJHULDQ�1DLUD �������� ������ �������� ������� ��������� ������
1RUZD\ 1RUZHJLDQ�.URQH ������� ������ ������� ������� ������� ������
3DNLVWDQ 3DNLVWDQL�5XSHH �������� ������ �������� ������� �������� ������
3HUX 3HUXYLDQ�1XHYR�6RO ������ ������ ������ ������ ������ ������
3KLOLSSLQHV 3KLOLSSLQH�3HVR ������� ������� ������� ������� ������� �������

3RODQG 3ROLVK�=ORW\ ������ ������ ������ ������� ������ ������
5RPDQLD 5RPDQLDQ�/HX ������ ������ ������ ������ ������ ������
5XVVLD 5XVVLDQ�5XEOH ������� ������� ������� ������� �������� ������
6DXGL�$UDELD 6DXGL�5L\DO ������ ������ ������ ������� ������ ������
6LQJDSRUH 6LQJDSRUH�'ROODU ������ ������� ������ ������� ������ ������
6RXWK�$IULFD 6RXWK�$IULFDQ�5DQG ������� ������� ������� ������� ������� �������
6RXWK�.RUHD 6RXWK�.RUHDQ�:RQ ��������� ������� ��������� ������� ��������� �������
6ZHGHQ 6ZHGLVK�.URQD ������� ������� ������� ������� ������� ������
6ZLW]HUODQG 6ZLVV�)UDQF ������ ������� ������ ������� ������ ������
7DLZDQ 1HZ�7DLZDQ�'ROODU ������� ������� ������� ������� ������� ������
7KDLODQG 7KDL�%DKW ������� ������ ������� ������� ������� ������
7XQLVLD 7XQLVLDQ�'LQDU ������ ������� ������ ������� ������ ������
7XUNH\ 7XUNLVK�/LUD ������� ������� ������� ������� ������� ������
8QLWHG�$UDE�(PLUDWHV 8$(�'LUKDP ������ ������ ������ ������� ������ ������
8QLWHG�.LQJGRP 3RXQG�6WHUOLQJ ������ ������� ������ ������� � �
��2QH�0RQWK ������ ������� ������ ������� � �

��7KUHH�0RQWK ������ ������� ������ ������� � �
��2QH�<HDU ������ ������� ������ ������� � �
8QLWHG�6WDWHV 8QLWHG�6WDWHV�'ROODU � � ������ ������� ������ ������
��2QH�0RQWK � � ������ ������� ������ ������
��7KUHH�0RQWK � � ������ ������� ������ ������
��2QH�<HDU � � ������ ������� ������ ������
9LHWQDP 9LHWQDPHVH�'RQJ ���������� �������� ���������� ��������� ���������� �������
(XURSHDQ�8QLRQ (XUR ������ ������ � � ������ ������
��2QH�0RQWK ������ ������ � � ������ ������
��7KUHH�0RQWK ������ ������ � � ������ ������
��2QH�<HDU ������ ������ � � ������ ������
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3URGXFHG�LQ�FRQMXQFWLRQ�ZLWK�WKH�,QVWLWXWH�DQG�)DFXOW\�RI�$FWXDULHV
e�6WUOJ 'D\
V (XUR e�6WUOJ e�6WUOJ <HDU 'LY 3�( ;�' 7RWDO
-XO��� FKJH� ,QGH[ -XO��� -XO��� DJR \LHOG� &RYHU UDWLR DGM 5HWXUQ

)76(���������� ������� ���� ������� ������� ������� ������� ���� ���� ����� ������ �������
)76(���������� �������� ���� �������� �������� �������� �������� ���� ���� ����� ������ ��������
)76(�����H[�,QY�&R������ �������� ���� �������� �������� �������� �������� ���� ���� ����� ������ ��������
)76(���������� ������� ���� ������� ������� ������� ������� ���� ���� ����� ����� �������
)76(�����H[�,QYHVWPHQW�7UXVWV������ ������� ���� ������� ������� ������� ������� ���� ���� ����� ����� �������
)76(�����+LJKHU�<LHOG������ ������� ���� ������� ������� ������� ������� ���� ���� ����� ������ �������
)76(�����/RZHU�<LHOG������ ������� ����� ������� ������� ������� ������� ���� ���� ����� ����� �������
)76(�6PDOO&DS������ ������� ���� ������� ������� ������� ������� ���� ����� ������ ������ ��������
)76(�6PDOO&DS�H[�,QY�&R������ ������� ���� ������� ������� ������� ������� ���� ���� ����� ������ �������
)76(�$OO�6KDUH������ ������� ���� ������� ������� ������� ������� ���� ���� ����� ����� �������
)76(�$OO�6KDUH�H[�,QY�&R������ ������� ���� ������� ������� ������� ������� ���� ���� ����� ����� �������
)76(�$OO�6KDUH�H[�0XOWLQDWLRQDOV������ ������� ���� ������ ������� ������� ������� ���� ���� ����� ����� �������
)76(�)OHGJOLQJ����� �������� ���� ������� �������� �������� �������� ���� ���� ����� ������ ��������
)76(�)OHGJOLQJ�H[�,QY�&R����� �������� ����� �������� �������� �������� �������� ���� ���� ����� ������ ��������
)76(�$OO�6PDOO������ ������� ���� ������� ������� ������� ������� ���� ����� ������ ����� �������
)76(�$OO�6PDOO�H[�,QY�&R������ ������� ���� ������� ������� ������� ������� ���� ���� ����� ����� �������
)76(�$,0�$OO�6KDUH������ ������ ���� ������ ������ ������ ������ ���� ���� ����� ���� ������
)76(�$OO�6KDUH�7HFKQRORJ\����� ������� ����� ������� ������� ������� ������� ���� ���� ����� ����� �������
)76(�$OO�6KDUH�7HOHFRPPXQLFDWLRQV���� ������� ����� ������� ������� ������� ������� ���� ���� ���� ����� �������
)76(�$OO�6KDUH�+HDOWK�&DUH����� �������� ����� �������� �������� �������� �������� ���� ���� ����� ������ ��������
)76(�$OO�6KDUH�)LQDQFLDOV������ ������� ���� ������� ������� ������� ������� ���� ���� ����� ������ �������
)76(�$OO�6KDUH�5HDO�(VWDWH����� ������ ���� ������ ������ ������ ������� ���� ����� ������ ����� ������
)76(�$OO�6KDUH�&RQVXPHU�'LVFUHWLRQDU\����� ������� ����� ������� ������� ������� ������� ���� ���� ����� ����� �������
)76(�$OO�6KDUH�&RQVXPHU�6WDSOHV������������� ���� �������� �������� �������� �������� ���� ���� ����� ������ ��������
)76(�$OO�6KDUH�,QGXVWULDOV����� ������� ���� ������� ������� ������� ������� ���� ���� ����� ����� �������
)76(�$OO�6KDUH�%DVLF�0DWHULDOV����� ������� ���� ������� ������� ������� ������� ���� ���� ���� ������ ��������
)76(�$OO�6KDUH�(QHUJ\����� ������� ����� ������� ������� ������� ������� ���� ���� ����� ������ ��������
)76(�$OO�6KDUH�8WLOLWLHV���� ������� ����� ������� ������� ������� ������� ���� ���� ����� ������ ��������
)76(�$OO�6KDUH�6RIWZDUH�DQG�&RPSXWHU�6HUYLFHV����� ������� ����� ������� ������� ������� ������� ���� ���� ����� ����� �������
)76(�$OO�6KDUH�7HFKQRORJ\�+DUGZDUH�DQG�(TXLSPHQW���� ������� ���� ������� ������� ������� ������� ���� ���� ����� ����� �������
)76(�$OO�6KDUH�7HOHFRPPXQLFDWLRQV�(TXLSPHQW���� ������ ���� ������ ������ ������ ������ ���� ���� ����� ���� ������
)76(�$OO�6KDUH�7HOHFRPPXQLFDWLRQV�6HUYLFH�3URYLGHUV���� ������� ����� ������� ������� ������� ������� ���� ���� ���� ����� �������
)76(�$OO�6KDUH�+HDOWK�&DUH�3URYLGHUV������������ ����� ������� �������� �������� �������� ���� ���� ������ ����� ��������
)76(�$OO�6KDUH�0HGLFDO�(TXLSPHQW�DQG�6HUYLFHV���� ������� ����� ������� ������� ������� ������� ���� ���� ����� ����� �������
)76(�$OO�6KDUH�3KDUPDFHXWLFDOV�DQG�%LRWHFKQRORJ\������������ ����� �������� �������� �������� �������� ���� ���� ����� ������ ��������
)76(�$OO�6KDUH�%DQNV����� ������� ���� ������� ������� ������� ������� ���� ���� ���� ������ �������
)76(�$OO�6KDUH�)LQDQFH�DQG�&UHGLW�6HUYLFHV������������ ���� �������� �������� �������� �������� ���� ���� ����� ������ ��������
)76(�$OO�6KDUH�,QYHVWPHQW�%DQNLQJ�DQG�%URNHUDJH�6HUYLFHV����� ������� ���� ������� ������� ������� ������� ���� ���� ���� ������ ��������
)76(�$OO�6KDUH�&ORVHG�(QG�,QYHVWPHQWV�������������� ���� �������� �������� �������� �������� ���� ����� ������� ������ �������
)76(�$OO�6KDUH�/LIH�,QVXUDQFH���� ������� ���� ������� ������� ������� ������� ���� ���� ����� ������ �������
)76(�$OO�6KDUH�1RQOLIH�,QVXUDQFH���� ������� ���� ������� ������� ������� ������� ���� ���� ����� ����� �������
)76(�$OO�6KDUH�5HDO�(VWDWH�,QYHVWPHQW�DQG�6HUYLFHV����� ������� ���� ������� ������� ������� ������� ���� ���� ����� ����� �������
)76(�$OO�6KDUH�5HDO�(VWDWH�,QYHVWPHQW�7UXVWV����� ������� ���� ������� ������� ������� ������� ���� ����� ����� ����� �������
)76(�$OO�6KDUH�$XWRPRELOHV�DQG�3DUWV���� ������� ����� ������� ������� ������� ������� ���� ������ ������ ���� �������
)76(�$OO�6KDUH�&RQVXPHU�6HUYLFHV���� ������� ����� ������� ������� ������� ������� ���� ���� ����� ����� �������
)76(�$OO�6KDUH�+RXVHKROG�*RRGV�DQG�+RPH�&RQVWUXFWLRQ����� ������� ���� ������� ������� ������� �������� ���� ���� ���� ������ �������
)76(�$OO�6KDUH�/HLVXUH�*RRGV���� �������� ���� �������� �������� �������� �������� ���� ���� ����� ������ ��������
)76(�$OO�6KDUH�3HUVRQDO�*RRGV���� �������� ���� �������� �������� �������� �������� ���� ���� ����� ������ ��������
)76(�$OO�6KDUH�0HGLD����� �������� ����� ������� �������� �������� ������� ���� ���� ����� ������ �������
)76(�$OO�6KDUH�5HWDLOHUV����� ������� ����� ������� ������� ������� ������� ���� ���� ����� ����� �������
)76(�$OO�6KDUH�7UDYHO�DQG�/HLVXUH����� ������� ����� ������� ������� ������� ������� ���� ����� ������ ����� �������
)76(�$OO�6KDUH�%HYHUDJHV���� �������� ���� �������� �������� �������� �������� ���� ���� ����� ������ ��������
)76(�$OO�6KDUH�)RRG�3URGXFHUV���� ������� ����� ������� ������� ������� ������� ���� ���� ����� ����� �������
)76(�$OO�6KDUH�7REDFFR���� �������� ����� �������� �������� �������� �������� ���� ���� ���� ������� ��������
)76(�$OO�6KDUH�&RQVWUXFWLRQ�DQG�0DWHULDOV����� ������� ���� ������� ������� ������� ������� ���� ���� ����� ������ ��������
)76(�$OO�6KDUH�$HURVSDFH�DQG�'HIHQVH���� ������� ����� ������� ������� ������� ������� ���� ������������
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)76(�$OO�6KDUH�(OHFWURQLF�DQG�(OHFWULFDO�(TXLSPHQW������������� ���� �������� �������� �������� �������� ���� ���� ����� ������ ��������
)76(�$OO�6KDUH�*HQHUDO�,QGXVWULDOV���� ������� ���� ������� ������� ������� ������� ���� ���� ����� ����� �������
)76(�$OO�6KDUH�,QGXVWULDO�(QJLQHHULQJ������������ ���� �������� �������� �������� �������� ���� ���� ����� ������ ��������
)76(�$OO�6KDUH�,QGXVWULDO�6XSSRUW�6HUYLFHV������������� ���� ������� �������� �������� ������� ���� ���� ����� ������ ��������
)76(�$OO�6KDUH�,QGXVWULDO�7UDQVSRUWDWLRQ���� ������� ����� ������� ������� ������� ������� ���� ���� ����� ����� �������
)76(�$OO�6KDUH�,QGXVWULDO�0DWHULDOV������������ ���� ������ �������� �������� �������� ���� ���� ����� ������ ��������
)76(�$OO�6KDUH�,QGXVWULDO�0HWDOV�DQG�0LQLQJ���� ������� ���� ������� ������� ������� ������� ���� ���� ���� ������ ��������
)76(�$OO�6KDUH�3UHFLRXV�0HWDOV�DQG�0LQLQJ���� ������� ���� ������� ������� ������� ������� ���� ���� ����� ������ �������
)76(�$OO�6KDUH�&KHPLFDOV���� �������� ���� �������� �������� �������� �������� ���� ���� ����� ������ ��������
)76(�$OO�6KDUH�2LO��*DV�DQG�&RDO����� ������� ����� ������� ������� ������� ������� ���� ���� ����� ������ ��������

)76(�6HFWRU�,QGLFHV
1RQ�)LQDQFLDOV������ ������� ���� ������� ������� ������� ������� ���� ���� ����� ������ �������

+RXUO\�PRYHPHQWV ���� ���� ����� ����� ����� ����� ����� ����� ����� +LJK�GD\ /RZ�GD\
)76(���� ������� ������� ������� ������� ������� ������� ������� ������� ������� ������� �������
)76(���� �������� �������� �������� �������� �������� �������� �������� �������� �������� �������� ��������
)76(�6PDOO&DS ������� ������� ������� ������� ������� ������� ������� ������� ������� ������� �������
)76(�$OO�6KDUH ������� ������� ������� ������� ������� ������� ������� ������� ������� ������� �������
7LPH�RI�)76(�����'D\
V�KLJK����������'D\
V�/RZ���������)76(�������������+LJK����������������������/RZ���������������������
7LPH�RI�)76(�$OO�6KDUH�'D\
V�KLJK����������'D\
V�/RZ���������)76(�������������+LJK����������������������/RZ���������������������
)XUWKHU�LQIRUPDWLRQ�LV�DYDLODEOH�RQ�KWWS���ZZZ�IWVH�FRP�k�)76(�,QWHUQDWLRQDO�/LPLWHG��������$OO�5LJKWV�UHVHUYHG��ß)76(pß�LV�D�WUDGH�PDUN�RI�WKH
/RQGRQ�6WRFN�([FKDQJH�*URXS�FRPSDQLHV�DQG�LV�XVHG�E\�)76(�,QWHUQDWLRQDO�/LPLWHG�XQGHU�OLFHQFH��á�6HFWRU�3�(�UDWLRV�JUHDWHU�WKDQ����DUH�QRW�VKRZQ�
)RU�FKDQJHV�WR�)76(�)OHGJOLQJ�,QGH[�FRQVWLWXHQWV�SOHDVH�UHIHU�WR�ZZZ�IWVH�FRP�LQGH[FKDQJHV��â�9DOXHV�DUH�QHJDWLYH�

FT 30 INDEX  

-XO��� -XO��� -XO��� -XO��� -XO��� <U�$JR +LJK /RZ
)7��� ������� ������� ������� ������� ������� ���� ������� �������
)7����'LY�<LHOG � � � � � ���� ���� ����
3�(�5DWLR�QHW � � � � � ���� ����� �����
)7����KRXUO\�FKDQJHV

� � �� �� �� �� �� �� �� +LJK /RZ
���� ������ ������ ������ ������ ������ ������ ������ ������ ������ ������

)7���FRQVWLWXHQWV�DQG�UHFHQW�DGGLWLRQV�GHOHWLRQV�FDQ�EH�IRXQG�DW�ZZZ�IW�FRP�IW��

FT WILSHIRE 5000 INDEX SERIES  

-XO��� -XO���

)7�:LOVKLUH����� ��������
)7�:LOVKLUH����� �������
)7�:LOVKLUH�0HJD�&DS �������
)7�:LOVKLUH�/DUJH�&DS �������

)7�:LOVKLUH�0LG�&DS �������
)7�:LOVKLUH�6PDOO�&DS �������
)7�:LOVKLUH�0LFUR�&DS �������

6RXUFH��:LOVKLUH��:LOVKLUH�$GYLVRUV�//&��:LOVKLUH��LV�DQ�LQYHVWPHQW�DGYLVRU�UHJLVWHUHG�ZLWK�WKH�6(&��)XUWKHU
LQIRUPDWLRQ�LV�DYDLODEOH�DW�KWWSV���ZZZ�ZLOVKLUH�FRP�VROXWLRQV�LQGH[HV���:LOVKLUHp�LV�D�UHJLVWHUHG�VHUYLFH
PDUN��&RS\ULJKW�k�����:LOVKLUH��$OO�ULJKWV�UHVHUYHG�

FTSE SECTORS: LEADERS & LAGGARDS  

<HDU�WR�GDWH�SHUFHQWDJH�FKDQJHV
/HLVXUH�*RRGV �����
&RQVWUXFW�	�0DWHULDO �����
$XWRPRELOHV�	�3DUWV �����
$HURVSDFH�	�'HIHQVH �����
*HQHUDO�5HWDLOHUV �����
)RRG�	�'UXJ�5HWDLOHU �����
6RIWZDUH�	�&RPS�6HUY �����
)RRG�3URGXFHUV �����
7UDYHO�	�/HLVXUH �����
%DQNV �����
&RQVXPHU�6HUYLFHV �����
,QGXVWULDOV �����
)LQDQFLDO�6HUYLFHV �����
(OHFWURQLF�	�(OHF�(T �����
7HFKQRORJ\ �����
6XSSRUW�6HUYLFHV ����
0HGLD ����

,QGXVWULDO�(QJ ����
+RXVHKROG�*RRGV�	�+R ����
)L[HG�/LQH�7HOHFRPPV ����
)LQDQFLDOV ����
,QGXVWULDO�7UDQVSRUW ����
*DV�:DWHU�	�0XOWL ����
5HDO�(VW�,QYHVW�	�6H ����
8WLOLWLHV ����
)76(�����,QGH[ ����
(OHFWULFLW\ ����
)76(�$OO^+<�`6KDUH�,QGH[ ����
2LO�	�*DV�3URGXFHUV ����
2LO�	�*DV ����
+HDOWK�&DUH�(T�	�6UY ����
121�),1$1&,$/6�,QGH[ ����
)76(�����,QGH[ ����
,QGXVWULDO�0HWDOV�	 ����
)76(�6PDOO&DS�,QGH[ ����

3HUVRQDO�*RRGV ����
%HYHUDJHV �����
2LO�(TXLSPHQW�	�6HUY �����
(TXLW\�,QYHVW�,QVWU �����
+HDOWK�&DUH �����
3KDUPDFH�	�%LRWHFK �����
5HDO�(VW�,QYHVW�	�7U �����
&RQVXPHU�*RRGV �����
%HYHUDJHV �����
7HOHFRPPXQLFDWLRQV �����
/LIH�,QVXUDQFH �����
1RQOLIH�,QVXUDQFH �����
&KHPLFDOV �����
0RELOH�7HOHFRPPV �����
%DVLF�0DWHULDOV ������
0LQLQJ ������
7REDFFR ������
7HFK�+DUGZDUH�	�(T ������

FTSE GLOBAL EQUITY INDEX SERIES  

-XO��� 1R�RI 86�� 'D\ 0WK <7' 7RWDO <7' *U�'LY
5HJLRQV�	�FRXQWULHV VWRFNV LQGLFHV � � � UHWQ � <LHOG

-XO��� 1R�RI 86�� 'D\ 0WK <7' 7RWDO <7' *U�'LY
6HFWRUV VWRFNV LQGLFHV � � � UHWQ � <LHOG

)76(�*OREDO�$OO�&DS ���� ������ ��� ��� ���� ������� ���� ���
)76(�*OREDO�$OO�&DS ���� ������ ��� ��� ���� ������� ���� ���
)76(�*OREDO�/DUJH�&DS ���� ������ ��� ��� ���� ������� ���� ���
)76(�*OREDO�0LG�&DS ���� ������ ��� ��� ���� ������� ���� ���
)76(�*OREDO�6PDOO�&DS ���� ������� ��� ��� ���� ������� ���� ���
)76(�$OO�:RUOG ���� ������ ��� ��� ���� ������ ���� ���
)76(�:RUOG ���� ������ ��� ��� ���� ������� ���� ���
)76(�*OREDO�$OO�&DS�H[�81,7('�.,1*'20�,Q ���� ������ ��� ��� ���� ������� ���� ���
)76(�*OREDO�$OO�&DS�H[�86$ ���� ������ ��� ��� ��� ������ ���� ���
)76(�*OREDO�$OO�&DS�H[�-$3$1 ���� ������ ��� ��� ���� ������� ���� ���
)76(�*OREDO�$OO�&DS�H[�(XUR]RQH ���� ������ ��� ��� ���� ������� ���� ���
)76(�'HYHORSHG ���� ������ ��� ��� ���� ������� ���� ���
)76(�'HYHORSHG�$OO�&DS ���� ������ ��� ��� ���� ������� ���� ���
)76(�'HYHORSHG�/DUJH�&DS ��� ������ ��� ��� ���� ������� ���� ���
)76(�'HYHORSHG�(XURSH�/DUJH�&DS ��� ������ ���� ��� ���� ������ ���� ���
)76(�'HYHORSHG�(XURSH�0LG�&DS ��� ������ ���� ��� ���� ������� ���� ���
)76(�'HY�(XURSH�6PDOO�&DS ��� ������ ���� ��� ��� ������� ���� ���
)76(�1RUWK�$PHULFD�/DUJH�&DS ��� ������ ��� ��� ���� ������� ���� ���
)76(�1RUWK�$PHULFD�0LG�&DS ��� ������� ��� ��� ���� ������� ���� ���
)76(�1RUWK�$PHULFD�6PDOO�&DS ���� ������� ��� ��� ���� ������� ���� ���
)76(�1RUWK�$PHULFD ��� ������ ��� ��� ���� ������ ���� ���
)76(�'HYHORSHG�H[�1RUWK�$PHULFD ���� ������ ��� ��� ���� ������ ���� ���
)76(�-DSDQ�/DUJH�&DS ��� ������ ��� ��� ���� ������ ���� ���
)76(�-DSDQ�0LG�&DS ��� ������ ��� ��� ��� ������ ��� ���
)76(�*OREDO�ZL�-$3$1�6PDOO�&DS ��� ������ ��� ��� ��� ������ ��� ���
)76(�-DSDQ ��� ������ ��� ��� ���� ������ ���� ���
)76(�$VLD�3DFLILF�/DUJH�&DS�H[�-DSDQ ���� ������ ���� ��� ��� ������� ��� ���
)76(�$VLD�3DFLILF�0LG�&DS�H[�-DSDQ ��� ������� ��� ��� ��� ������� ��� ���
)76(�$VLD�3DFLILF�6PDOO�&DS�H[�-DSDQ ���� ������ ���� ��� ��� ������� ���� ���
)76(�$VLD�3DFLILF�([�-DSDQ ���� ������ ���� ��� ��� ������� ��� ���
)76(�(PHUJLQJ�$OO�&DS ���� ������ ���� ��� ��� ������� ��� ���
)76(�(PHUJLQJ�/DUJH�&DS ���� ������ ���� ��� ��� ������� ��� ���
)76(�(PHUJLQJ�0LG�&DS ��� ������� ��� ��� ��� ������� ���� ���
)76(�(PHUJLQJ�6PDOO�&DS ���� ������ ���� ��� ��� ������� ���� ���
)76(�(PHUJLQJ�(XURSH ��� ������ ���� ��� ��� ������ ��� ���
)76(�/DWLQ�$PHULFD�$OO�&DS ��� ������ ��� ��� ���� ������� ���� ���
)76(�0LGGOH�(DVW�DQG�$IULFD�$OO�&DS ��� ������ ��� ��� ��� ������� ��� ���
)76(�*OREDO�ZL�81,7('�.,1*'20�$OO�&DS�,Q ��� ������ ���� ��� ���� ������ ���� ���
)76(�*OREDO�ZL�86$�$OO�&DS ���� ������� ��� ��� ���� ������� ���� ���
)76(�(XURSH�$OO�&DS ���� ������ ���� ��� ���� ������ ���� ���
)76(�(XUR]RQH�$OO�&DS ��� ������ ���� ��� ���� ������ ���� ���
)76(�('+(&�5LVN�(IILFLHQW�$OO�:RUOG ���� ������ ��� ��� ��� ������ ���� ���
)76(�('+(&�5LVN�(IILFLHQW�'HYHORSHG�(XURSH ��� ������ ��� ��� ���� ������ ���� ���
2LO�	�*DV ��� ������ ��� ��� ��� ������ ��� ���
2LO�	�*DV�3URGXFHUV �� ������ ��� ��� ��� ������ ��� ���

2LO�(TXLSPHQW�	�6HUYLFHV �� ������ ��� ���� ��� ������ ��� ���
%DVLF�0DWHULDOV ��� ������ ��� ��� ��� ������� ��� ���
&KHPLFDOV ��� ������ ��� ��� ��� ������� ��� ���
)RUHVWU\�	�3DSHU �� ������ ��� ��� ���� ������ ���� ���
,QGXVWULDO�0HWDOV�	�0LQLQJ ��� ������ ��� ��� ���� ������� ���� ���
0LQLQJ �� ������ ���� ��� ���� ������� ���� ���
,QGXVWULDOV ��� ������ ��� ��� ���� ������ ���� ���
&RQVWUXFWLRQ�	�0DWHULDOV ��� ������ ��� ��� ���� ������� ���� ���
$HURVSDFH�	�'HIHQVH �� ������ ��� ��� ��� ������� ��� ���
*HQHUDO�,QGXVWULDOV �� ������ ��� ��� ���� ������ ���� ���
(OHFWURQLF�	�(OHFWULFDO�(TXLSPHQW ��� ������ ��� ��� ���� ������ ���� ���
,QGXVWULDO�(QJLQHHULQJ ��� ������� ��� ��� ���� ������� ���� ���
,QGXVWULDO�7UDQVSRUWDWLRQ ��� ������ ��� ��� ���� ������� ���� ���
6XSSRUW�6HUYLFHV �� ������ ��� ��� ���� ������ ���� ���
&RQVXPHU�*RRGV ��� ������ ��� ��� ���� ������� ���� ���
$XWRPRELOHV�	�3DUWV ��� ������ ��� ��� ���� ������� ���� ���
%HYHUDJHV �� ������ ��� ��� ��� ������� ��� ���
)RRG�3URGXFHUV ��� ������ ��� ��� ��� ������� ��� ���
+RXVHKROG�*RRGV�	�+RPH�&RQVWUXFWLRQ �� ������ ��� ��� ��� ������� ���� ���
/HLVXUH�*RRGV �� ������ ��� ��� ���� ������ ���� ���
3HUVRQDO�*RRGV �� ������ ���� ��� ��� ������� ��� ���
7REDFFR �� ������ ���� ��� ���� ������� ���� ���
+HDOWK�&DUH ��� ������ ���� ��� ��� ������� ��� ���
+HDOWK�&DUH�(TXLSPHQW�	�6HUYLFHV ��� ������� ���� ��� ��� ������� ��� ���
3KDUPDFHXWLFDOV�	�%LRWHFKQRORJ\ ��� ������ ���� ��� ��� ������ ��� ���
&RQVXPHU�6HUYLFHV ��� ������ ���� ��� ���� ������ ���� ���
)RRG�	�'UXJ�5HWDLOHUV �� ������ ��� ��� ��� ������ ��� ���
*HQHUDO�5HWDLOHUV ��� ������� ���� ��� ���� ������� ���� ���
0HGLD �� ������ ���� ��� ���� ������ ���� ���
7UDYHO�	�/HLVXUH ��� ������ ���� ��� ���� ������ ���� ���
7HOHFRPPXQLFDWLRQ �� ������ ��� ��� ��� ������ ��� ���
)L[HG�/LQH�7HOHFRPPXQLDWLRQV �� ����� ��� ��� ���� ������ ��� ���
0RELOH�7HOHFRPPXQLFDWLRQV �� ������ ��� ��� ��� ������ ��� ���
8WLOLWLHV ��� ������ ���� ��� ��� ������ ��� ���
(OHFWULFLW\ ��� ������ ���� ��� ��� ������ ��� ���
*DV�:DWHU�	�0XOWLXWLOLWLHV �� ������ ���� ��� ��� ������ ��� ���
)LQDQFLDOV ��� ������ ��� ��� ��� ������ ��� ���
%DQNV ��� ������ ��� ��� ��� ������ ��� ���
1RQOLIH�,QVXUDQFH �� ������ ��� ��� ��� ������ ��� ���
/LIH�,QVXUDQFH �� ������ ���� ��� ���� ������ ��� ���
)LQDQFLDO�6HUYLFHV ��� ������ ��� ��� ���� ������ ���� ���
7HFKQRORJ\ ��� ������ ��� ��� ���� ������ ���� ���
6RIWZDUH�	�&RPSXWHU�6HUYLFHV ��� ������ ��� ��� ���� ������� ���� ���
7HFKQRORJ\�+DUGZDUH�	�(TXLSPHQW ��� ������ ��� ��� ���� ������ ���� ���
$OWHUQDWLYH�(QHUJ\ �� ������ ���� ��� ����� ������ ����� ���
5HDO�(VWDWH�,QYHVWPHQW�	�6HUYLFHV ��� ������ ���� ��� ���� ������ ���� ���
5HDO�(VWDWH�,QYHVWPHQW�7UXVWV ��� ������ ��� ��� ��� ������� ��� ���
)76(�*OREDO�/DUJH�&DS ���� ������ ��� ��� ���� ������� ���� ���

7KH�)76(�*OREDO�(TXLW\�6HULHV��ODXQFKHG�LQ�������FRQWDLQV�WKH�)76(�*OREDO�6PDOO�&DS�,QGLFHV�DQG�EURDGHU�)76(�*OREDO�$OO�&DS�,QGLFHV��ODUJH�PLG�VPDOO�FDS��DV�ZHOO�DV�WKH�HQKDQFHG�)76(�$OO�:RUOG�LQGH[�6HULHV��ODUJH�
PLG�FDS����SOHDVH�VHH�KWWSV���UHVHDUFK�IWVHUXVVHOO�FRP�3URGXFWV�LQGLFHV�+RPH�LQGH[ILOWHUJHLV"LQGH[1DPH *(,6$&	FXUUHQF\ 86'	UWQ &$3	VHJPHQW JOREDO�GHYHORSHGÙHPHUJLQJ��7KH�WUDGH�QDPHV�)XQGDPHQWDO�,QGH[p
DQG�5$),p�DUH�UHJLVWHUHG�WUDGHPDUNV�DQG�WKH�SDWHQWHG�DQG�SDWHQW�SHQGLQJ�SURSULHWDU\�LQWHOOHFWXDO�SURSHUW\�RI�5HVHDUFK�$IILOLDWHV��//&��86�3DWHQW�1RV����������������������������������������������3DWHQW�3HQGLQJ�3XEO�
1RV��86��������������$���86��������������$���86��������������$���86���������������$���:2��������������:2�������������$���:2��������������(31����������DQG�+.����������ß('+(&�ß�LV�D�WUDGH�PDUN
RI�('+(&�%XVLQHVV�6FKRRO�$V�RI�-DQXDU\��QG�������)76(�LV�EDVLQJ�LWV�VHFWRU�LQGLFHV�RQ�WKH�,QGXVWULDO�&ODVVLILFDWLRQ�%HQFKPDUN���SOHDVH�VHH�ZZZ�IWVH�FRP�LFE��)RU�FRQVWLWXHQW�FKDQJHV�DQG�RWKHU�LQIRUPDWLRQ�DERXW�)76(�
SOHDVH�VHH�ZZZ�IWVH�FRP��k�)76(�,QWHUQDWLRQDO�/LPLWHG��������$OO�5LJKWV�UHVHUYHG��ß)76(pß�LV�D�WUDGH�PDUN�RI�WKH�/RQGRQ�6WRFN�([FKDQJH�*URXS�FRPSDQLHV�DQG�LV�XVHG�E\�)76(�,QWHUQDWLRQDO�/LPLWHG�XQGHU�OLFHQFH�

FTSE 100 SUMMARY  

&ORVLQJ 'D\
V
)76(���� 3ULFH &KDQJH

&ORVLQJ 'D\
V
)76(���� 3ULFH &KDQJH

�,�*URXS�3/& ���� �����
$EUGQ�3/& ������ ����
$GPLUDO�*URXS�3/& ���� �����
$LUWHO�$IULFD�3/& ������ �����
$QJOR�$PHULFDQ�3/& ���� ������
$QWRIDJDVWD�3/& ���� ������
$VKWHDG�*URXS�3/& ���� ������
$VVRFLDWHG�%ULWLVK�)RRGV�3/& ���� ������
$VWUD]HQHFD�3/& ����� ������
$XWR�7UDGHU�*URXS�3/& ������ ������
$YLYD�3/& ������ �����
%	0�(XURSHDQ�9DOXH�5HWDLO�6�$� ������ �����
%DH�6\VWHPV�3/& ������ �����
%DUFOD\V�3/& ������ �����
%DUUDWW�'HYHORSPHQWV�3/& ������ ����
%HD]OH\�3/& ������ ����
%HUNHOH\�*URXS�+ROGLQJV��7KH��3/& ���� �����
%3�3/& ������ �����
%ULWLVK�$PHULFDQ�7REDFFR�3/& ���� ������
%W�*URXS�3/& ������ �����
%XQ]O�3/& ���� �����
%XUEHUU\�*URXS�3/& ���� �����
&HQWULFD�3/& ������ �����
&RFD�&ROD�+EF�$* ���� ������
&RPSDVV�*URXS�3/& ���� �������
&RQYDWHF�*URXS�3/& ������ �����
&UK�3/& ���� ����
&URGD�,QWHUQDWLRQDO�3/& ���� ������
'FF�3/& ���� �����
'LDJHR�3/& ���� �����
(QGHDYRXU�0LQLQJ�3/& ���� �����
(QWDLQ�3/& ���� �����
([SHULDQ�3/& ���� �����
)	&�,QYHVWPHQW�7UXVW�3/& ������ �����
)OXWWHU�(QWHUWDLQPHQW�3/& ����� �������
)UDVHUV�*URXS�3/& ������ ����
)UHVQLOOR�3/& ������ ����
*OD[RVPLWKNOLQH�3/& ���� �����
*OHQFRUH�3/& ������ ����
+DOHRQ�3/& ������ �����
+DOPD�3/& ���� �����
+DUJUHDYHV�/DQVGRZQ�3/& ������ �����
+LVFR[�/7' ���� ����
+6%&�+ROGLQJV�3/& ������ ����
,PL�3/& ���� �����
,PSHULDO�%UDQGV�3/& ���� �����
,QIRUPD�3/& ������ �����
,QWHUFRQWLQHQWDO�+RWHOV�*URXS�3/& ���� ������
,QWHUQDWLRQDO�&RQVROLGDWHG�$LUOLQHV�*URXS�6�$� ������ �����
,QWHUWHN�*URXS�3/& ���� ������

-G�6SRUWV�)DVKLRQ�3/& ������ �����
-RKQVRQ�0DWWKH\�3/& ���� �����
.LQJILVKHU�3/& ������ ����
/DQG�6HFXULWLHV�*URXS�3/& ������ ����
/HJDO�	�*HQHUDO�*URXS�3/& ������ ����
/OR\GV�%DQNLQJ�*URXS�3/& ����� ����
/RQGRQ�6WRFN�([FKDQJH�*URXS�3/& ���� �����
0	*�3/& ������ �
0HOURVH�,QGXVWULHV�3/& ������ ������
0RQGL�3/& ������ �����
1DWLRQDO�*ULG�3/& ���� �����
1DWZHVW�*URXS�3/& ������ �����
1H[W�3/& ���� �������
2FDGR�*URXS�3/& ������ ������
3HDUVRQ�3/& ������ �����
3HUVKLQJ�6TXDUH�+ROGLQJV�/7' ���� ������
3HUVLPPRQ�3/& ���� �����
3KRHQL[�*URXS�+ROGLQJV�3/& ������ ����
3UXGHQWLDO�3/& ���� �����
5HFNLWW�%HQFNLVHU�*URXS�3/& ���� �����
5HO[�3/& ���� ������
5HQWRNLO�,QLWLDO�3/& ������ ����
5LJKWPRYH�3/& ������ ����
5LR�7LQWR�3/& ���� ������
5ROOV�5R\FH�+ROGLQJV�3/& ������ �����
5V�*URXS�3/& ������ ����
6DJH�*URXS�3/& ������ ����
6DLQVEXU\��-��3/& ������ �����
6FKURGHUV�3/& ������ �����
6FRWWLVK�0RUWJDJH�,QYHVWPHQW�7UXVW�3/& ������ ����
6HJUR�3/& ������ ����
6HYHUQ�7UHQW�3/& ���� �����
6KHOO�3/& ���� ������
6PLWK�	�1HSKHZ�3/& ���� �����
6PLWK��'V��3/& ������ ����
6PLWKV�*URXS�3/& ������ �����
6PXUILW�.DSSD�*URXS�3/& ���� �����
6SLUD[�6DUFR�(QJLQHHULQJ�3/& ����� �����
6VH�3/& ���� �����
6W��-DPHV
V�3ODFH�3/& ������ ����
6WDQGDUG�&KDUWHUHG�3/& ������ �����
7D\ORU�:LPSH\�3/& ������ ����
7HVFR�3/& ������ �����
8QLOHYHU�3/& ���� ������
8QLWH�*URXS�3/& ������ �����
8QLWHG�8WLOLWLHV�*URXS�3/& ������� �����
9RGDIRQH�*URXS�3/& ����� �����
:HLU�*URXS�3/& ������ �����
:KLWEUHDG�3/& ���� ������
:SS�3/& ������ �����

UK STOCK MARKET TRADING DATA  

-XO��� -XO��� -XO��� -XO��� -XO��� <U�$JR
2UGHU�%RRN�7XUQRYHU��P� ����� ������ ������ ������ ����� ������
2UGHU�%RRN�%DUJDLQV ��������� ��������� ��������� ��������� ��������� ���������
2UGHU�%RRN�6KDUHV�7UDGHG��P� ������� ������� ������� ������� ������� �������
7RWDO�(TXLW\�7XUQRYHU��eP� �������� ������� ������� ������� ������� �������
7RWDO�0NW�%DUJDLQV ��������� ��������� ��������� ��������� ��������� ���������
7RWDO�6KDUHV�7UDGHG��P� ������� ������� ������� ������� ������� �������
��([FOXGLQJ�LQWUD�PDUNHW�DQG�RYHUVHDV�WXUQRYHU��8.�RQO\�WRWDO�DW��SP��Á�8.�SOXV�LQWUD�PDUNHW�WXUQRYHU���X��8QDYDOLDEOH�
�F��0DUNHW�FORVHG�

$OO�GDWD�SURYLGHG�E\�0RUQLQJVWDU�XQOHVV�RWKHUZLVH�QRWHG��$OO�HOHPHQWV�OLVWHG�DUH�LQGLFDWLYH�DQG�EHOLHYHG
DFFXUDWH�DW�WKH�WLPH�RI�SXEOLFDWLRQ��1R�RIIHU�LV�PDGH�E\�0RUQLQJVWDU�RU�WKH�)7��7KH�)7�GRHV�QRW�ZDUUDQW�QRU
JXDUDQWHH�WKDW�WKH�LQIRUPDWLRQ�LV�UHOLDEOH�RU�FRPSOHWH��7KH�)7�GRHV�QRW�DFFHSW�UHVSRQVLELOLW\�DQG�ZLOO�QRW�EH
OLDEOH�IRU�DQ\�ORVV�DULVLQJ�IURP�WKH�UHOLDQFH�RQ�RU�XVH�RI�WKH�OLVWHG�LQIRUPDWLRQ�
)RU�DOO�TXHULHV�H�PDLO�IW�UHDGHU�HQTXLULHV#PRUQLQJVWDU�FRP

'DWD�SURYLGHG�E\�0RUQLQJVWDU�_�ZZZ�PRUQLQJVWDU�FR�XN

UK RIGHTS OFFERS  

$PRXQW /DWHVW
,VVXH SDLG UHQXQ� FORVLQJ
SULFH XS GDWH +LJK /RZ 6WRFN 3ULFH�S �RU�
7KHUH�DUH�FXUUHQWO\�QR�ULJKWV�RIIHUV�E\�DQ\�FRPSDQLHV�OLVWHG�RQ�WKH�/6(�

UK COMPANY RESULTS  

&RPSDQ\ 7XUQRYHU 3UH�WD[ (36�S� 'LY�S� 3D\�GD\ 7RWDO
$OWLWXGH�*URXS 3UH ������ ������ ����� �����/ ����� ����� ������� ������� � ����� �����
%ULGJHSRLQW�*URXS ,QW ������� ������� ������ ������ ����� ����� ������� ������� � ����� �����
&URGD�,QWHUQDWLRQDO ,QW ������� �������� ������� ������� ������ ������� ������� �������� � ������ �������
*DPHV�:RUNVKRS�*URXS 3UH ������� ������� ������� ������� ������� ������� ������� �������� � ������� �������
+HQGHUVRQ�'LYHUVLILHG�,QFRPH�7UXVW 3UH �����/ ������/ �����/ �����/ ������� ������� -XQ��� ����� �����
0DYHQ�,QFRPH�DQG�*URZWK�9&7�� ,QW �����/ �����/ �����/ �����/ ������� ������� -XO��� ����� �����
5HDFK ,QW ������� ������� ����� ������ ����� ����� ������� ������� � ����� �����
67KUHH ,QW ������� ������� ������ ������ ������ ������ ������� ������� � ������ ������
6XUH�9HQWXUHV 3UH �����/ ����� �����/ ������ ������� ������� � ����� �����
7\PDQ ,QW ������� ������� ������ ������ ����� ������ ������� ������� � ����� ������
8QLOHYHU ,QW ��������� ��������� �������� �������� ����� ����� ������� �������� � �����
81,7(�*URXS ,QW ������� ������� ������� ������� ������ ������ �������� �������� 2FW��� ������ ������

Figures in £m. Earnings shown basic. Figures in light text are for corresponding period year earlier.
For more information on dividend payments visit www.ft.com/marketsdata

UK RECENT EQUITY ISSUES  

,VVXH ,VVXH 6WRFN &ORVH 0NW
GDWH SULFH�S� 6HFWRU FRGH 6WRFN SULFH�S� ��� +LJK /RZ &DS��eP�
����� ������ &$%3 &$%�3D\PHQWV�+ROGLQJV�3OF ������ ���� ������ ������ ���

†Placing price. *Intoduction. ÁWhen issued. Annual report/prospectus available at www.ft.com/ir
For a full explanation of all the other symbols please refer to London Share Service notes.
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���:HHN

6WRFN 3ULFH 'D\�&KJ +LJK /RZ <OG 3�( 0&DS�P
���:HHN

6WRFN 3ULFH 'D\�&KJ +LJK /RZ <OG 3�( 0&DS�P
���:HHN

6WRFN 3ULFH 'D\�&KJ +LJK /RZ <OG 3�( 0&DS�P
���:HHN

6WRFN 3ULFH 'D\�&KJ +LJK /RZ <OG 3�( 0&DS�P
���:HHN

6WRFN 3ULFH 'D\�&KJ +LJK /RZ <OG 3�( 0&DS�P
���:HHN

6WRFN 3ULFH 'D\�&KJ +LJK /RZ <OG 3�( 0&DS�P

$XVWUDOLD��$��
$1=�%DQN ����� ����� ����� ����� ���� ����� ��������
%+3�*URXS ����� ���� ����� ����� ���� ����� ���������
&PZ%N$X ������ ����� ������ ����� ���� ����� ���������
&6/ ������ ����� ������ ������ ���� ����� ��������
1DW$XV%N ����� ����� ����� ����� ���� ����� ��������
7HOVWUD ���� � ���� ���� ���� ����� ��������
:HVIDUPHUV ����� ����� ����� ����� ���� ����� ��������
:HVWSDF�%DQN ����� ����� ����� ����� ���� ����� ��������
:RROZRUWKV ����� ����� ����� ����� ���� ����� ��������
%HOJLXP��é�
$Q%VK,Q%Y ����� ���� ����� ����� ���� ����� ��������
.%&�*US ����� ���� ����� ����� ���� ����� �������
%UD]LO��5��
$PEHY ����� ����� ����� ����� ���� ����� ��������
%UDGHVFR ����� ����� ����� ����� ���� ���� ��������
&LHOR ���� ����� ���� ���� ���� ����� �������
,WDX+OG)LQ ����� ���� ����� ����� ���� ����� �������
3HWUREUDV ����� ���� ����� ����� ����� ���� ��������
9DOH ����� ���� ����� ����� ����� ���� �������
&DQDGD��&��
%DXVFK�+OWK ����� ����� ����� ���� � ����� �������
%&( ����� ����� ����� ����� ���� ����� ��������
%N0RQWUO ������ ���� ������ ������ ���� ���� ��������
%N1YD6 ����� ����� ����� ����� ���� ���� ��������
%URRNILHOG ����� ����� ����� ����� ���� ����� ��������
&DQDG3F5 ������ ���� ������ ����� ���� ����� �������
&DQ,PS ����� ����� ����� ����� ����� ���� ��������
&DQ1DW5V ����� ���� ����� ����� ���� ����� ��������
&DQ1DW5\ ������ ���� ������ ������ ���� ����� ��������
(QEULGJH ����� ����� ����� ����� ���� ����� ��������
*W:HV/LI ����� ���� ����� ����� ���� ����� ��������
,PS2LO ����� ����� ����� ����� ���� ����� ��������
0DQXOLIH ����� ���� ����� ����� ���� ���� ��������
1XWULHQ ����� ���� ������ ����� ���� ����� ��������
5\O%N& ������ ����� ������ ������ ���� ����� ���������
6+23 ����� ����� ����� ����� � ���� ��������
6XQFRU�(Q ����� ���� ����� ����� ���� ����� ��������
7KP5HXW ������ ���� ������ ������ ���� ����� ��������
7QWR'RP ����� ����� ����� ����� ���� ����� ���������
7UQ&DQ ����� ����� ����� ����� ���� ����� ��������
&KLQD��+.��
$JULF%N&K ���� ���� ���� ���� ���� ���� ��������
%N�&KLQD ���� ���� ���� ���� ���� ���� ��������
%NRI&RPP ���� ���� ���� ���� ���� ���� ��������
%2(�7HFK ���� � ���� ���� � ���� �����
&K�&RPV�&RQV ���� ���� ���� ���� ���� ���� ������
&K�(YUEUJKW ���� ���� ���� ���� ����� ���� �������
&K�5DLO�&RQV ���� ���� ���� ���� ���� ���� �������
&K�5DLO�*S ���� ���� ���� ���� ���� ���� �������
&K&RQVW%N ���� ���� ���� ���� ���� ���� ���������
&KLQD�9DQNH ����� ���� ����� ���� ����� ���� �������
&KLQD&LWLF ���� ���� ���� ���� ���� ���� �������
&KLQD/LIH ����� ���� ����� ���� ���� ���� ��������
&KLQD0%DQN ����� ���� ����� ����� ���� ���� ��������
&KLQD0RE ����� ���� ����� ����� ���� ���� ���������
&KLQD3F,QV ����� ���� ����� ����� ���� ���� �������
&K0LQVKHQJ ���� ���� ���� ���� ���� ���� �������
&K0UFK6HFV ����� ���� ����� ����� ���� ����� ��������
&KQD�8WG�&RPV ���� ���� ���� ���� ���� ����� ��������
&K6KHQ(J\ ����� ���� ����� ����� ���� ���� ��������
&K6KSEOGQJ ���� ���� ���� ���� � ������� ��������
&K6W&RQ(QJ ���� ���� ���� ���� ���� ���� ��������
&K8QF+. ���� ���� ���� ���� ���� ����� ��������
&11&�,QWO ���� ����� ���� ���� ���� ����� ��������
&65 ���� ���� ���� ���� ���� ����� �������
'DTLQ ���� ����� ���� ���� ���� ���� ��������
*XRVHQ6HF ���� ���� ����� ���� ���� ���� ��������
+DLWRQJ6HFV ���� ���� ���� ���� ���� ���� �������
+QJ]K�+LN9'7 ����� ���� ����� ����� ���� ����� ��������
+XQQJ�3ZU ���� ����� ���� ���� ���� ����� ������
,0�%DRWRX�6WO ���� ���� ���� ���� � ����� �������
,Q	&P%N&K ���� ���� ���� ���� ���� ���� ��������
,QGVWUO%N ����� ���� ����� ����� ���� ���� ��������
.ZHLFKRZ ������� ����� ������� ���� ���� ����� ���������
0LGHD ���� ����� ���� ���� � ����� �����
1HZ�&K�/LIH�,QV ����� ���� ����� ����� ���� ���� �������
3HWUR&KLQD ���� ����� ���� ���� ���� ����� ��������
3LQJ$Q,QV ����� ���� ����� ����� ���� ���� ��������
3QJ$Q%QN ����� ���� ����� ����� ���� ���� ��������
3ZU�&RQV�&RUS ���� ���� ���� ���� ���� ����� �������
6DLF0WU ����� ���� ����� ����� ���� ���� ��������
6KHQZDQ+RQJ ���� ���� ���� ���� � ���� ������
6KJ3GJ%N ���� ���� ���� ���� ���� ���� ��������
6LQRSHF�&RUS ���� ���� ���� ���� ���� ���� ��������
6LQRSHF�2LO ���� ���� ���� ���� � ������ ������
'HQPDUN��NU�
'DQVNH%N ������ ����� ������ ����� ���� ����� ��������
0ROOHU0UVN ����� ������ ����� ����� ���� ���� ��������
1RYR% ������ ����� ������ ������ ���� ����� ���������

)LQODQG��é�
1RNLD ���� ���� ���� ���� � ����� ��������
6DPSR$ ����� ���� ����� ����� ���� ���� ��������
)UDQFH��é�
$LUEXV�*USH ������ ����� ������ ����� � ����� ���������
$LU/LTXLGH ������ ����� ������ ������ ���� ����� ��������
$;$ ����� ����� ����� ����� ���� ���� ��������
%13�3DULE ����� ���� ����� ����� ���� ���� ��������
&KULVWLDQ'LRU ������ � ������ ������ ���� ����� ���������
&UHG�$JU ����� ����� ����� ���� ���� ���� �������
'DQRQH ����� ���� ����� ����� ���� ����� ��������
(') ����� � ����� ���� ���� ���� ��������
(QJLH�6$ ����� ����� ����� ����� ���� ����� ��������
(VVLORU/X[RWWLFD ������ ���� ������ ������ ���� ����� ��������
+HUPHV�,QWO ���� ����� ���� ������ ���� ����� ���������
/2UHDO ������ ���� ������ ������ ���� ����� ��������
/90+ ������ ����� ������ ������ ���� ����� ���������
2UDQJH ����� ����� ����� ���� ����������� ��������
3HUQRG5LF ������ ���� ������ ������ ���� ����� ��������
5HQDXOW ����� ����� ����� ����� � ������ ��������
6DIUDQ ������ ���� ������ ����� ����������� ��������
6DQRIL ����� ����� ������ ����� ���� ����� ���������
6DQW�*EQ ����� ���� ����� ����� ���� ����� �������
6FKQHLGHU ������ ���� ������ ������ ���� ����� ���������
6RF*HQ ����� ���� ����� ����� ���� ���� ��������
7RWDO ����� ����� ����� ����� ���� ����� ���������
8QLEDLO5 ����� ���� ����� ����� � ����� ������
9LQFL ������ ���� ������ ����� ���� ����� ��������
9LYHQGL ���� ���� ����� ���� ���� ������ �������
*HUPDQ\��é�
$OOLDQ] ������ ���� ������ ������ ���� ����� ��������
%$6) ����� ���� ����� ����� ���� ���� ��������
%D\HU ����� ���� ����� ����� ���� ����� �������
%0: ������ ����� ������ ����� ���� ���� ��������
&RQWLQHQWDO ����� ����� ����� ����� � ����� ��������
'HXW�%DQN ����� ���� ����� ���� � ����� ��������
'HXW�7ONP ����� ����� ����� ����� ���� ����� ��������
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1RUZD\ ����� ���� ����� ���� ����� ����� ���� ����
3RODQG � � � � � � �

����� ���� ����� ���� ����� ���� ����� �����
����� ���� ����� ���� ����� ����� ����� �����

3RUWXJDO ����� ���� ������ ���� ����� ����� ����� ����
6SDLQ � � � � � � �

����� ���� ����� ���� ����� ����� ����� ����
����� ���� ����� ���� ����� ����� ���� ����

6ZHGHQ ����� ���� ������ ���� ����� ����� ����� ����
����� ���� ������ ���� ����� ����� ����� ����

6ZLW]HUODQG ����� ���� ������ ���� ����� ����� ����� ����
����� ���� ����� ���� ����� ����� ����� ����

8QLWHG�.LQJGRP ����� ���� ������ ����� � � � �
����� ���� ����� ���� ����� ����� ����� ����
����� ���� ����� ���� ���� ����� ����� ����

8QLWHG�6WDWHV � � � � � � �
����� ���� ����� ���� ���� ���� ���� ����
����� ���� ����� ���� ���� ���� ���� ����
����� ���� ����� ���� ����� ����� ����� ����

,QWHUDFWLYH�'DWD�3ULFLQJ�DQG�5HIHUHQFH�'DWD�//&��DQ�,&(�'DWD�6HUYLFHV�FRPSDQ\�

GILTS: UK CASH MARKET  

5HG &KDQJH�LQ�<LHOG ���:HHN $PQW
-XO��� 3ULFH�e <LHOG 'D\ :HHN 0RQWK <HDU +LJK /RZ eP

� � � � � � � � �
7U�����SF�
�� ����� ���� ���� ������ ���� ������ ������ ����� �����
7U������SF�
�� ����� ���� ���� ����� ����� ������ ����� ����� �����
7U��SF�
�� ����� ���� ���� ����� ����� ������ ������ ����� �����
7U������SF�
�� ����� ���� ���� ����� ����� ������ ����� ����� �����
7U�����SF�
�� ����� ���� ���� ����� ����� ������ ����� ����� �����
7U����SF�
�� ����� ���� ���� ����� ����� ������ ����� ����� �����
7U��SF�
�� ����� ���� ���� ����� ����� ������ ������ ����� �����
7U�����SF�
�� ����� ���� ���� ����� ����� ����� ������ ����� �����
7U����SF�
�� ������ ���� ���� ����� ���� ����� ������ ����� �����
7U�����SF�
�� ����� ���� ���� ����� ���� ����� ������ ����� �����
7U��SF�
�� ����� ���� ���� ����� ���� ����� ������ ����� �����
*LOWV�EHQFKPDUNV�	�QRQ�UXPS�XQGDWHG�VWRFNV��&ORVLQJ�PLG�SULFH�LQ�SRXQGV�SHU�e����QRPLQDO�RI�VWRFN�

GILTS: UK FTSE ACTUARIES INDICES  

3ULFH�,QGLFHV 'D\
V 7RWDO 5HWXUQ 5HWXUQ
)L[HG�&RXSRQ -XO��� FKJ�� 5HWXUQ ��PRQWK ��\HDU <LHOG
��8S�WR���<HDUV ����� ����� ������� ���� ����� ����
���������<HDUV ������ ����� ������� ���� ������ ����
����������<HDUV ������ ����� ������� ���� ������ ����
���������<HDUV ������ ����� ������� ���� ������ ����
��2YHU����<HDUV ������ ����� ������� ����� ������ ����
��$OO�VWRFNV ������ ����� ������� ���� ������ ����

'D\
V 0RQWK <HDU
V 7RWDO 5HWXUQ 5HWXUQ
,QGH[�/LQNHG -XO��� FKJ�� FKJ�� FKJ�� 5HWXUQ ��PRQWK ��\HDU
��8S�WR���<HDUV ������ ���� ���� ���� ������� ���� ����
��2YHU���\HDUV ������ ����� ����� ������ ������� ����� ������
�������\HDUV ������ ����� ���� ����� ������� ���� �����
��2YHU����\HDUV ������ ����� ����� ������ ������� ����� ������
��$OO�VWRFNV ������ ����� ����� ������ ������� ����� ������

<LHOG�,QGLFHV -XO��� -XO��� <U�DJR -XO��� -XO��� <U�DJR
��<UV ���� ���� ���� ���<UV ���� ���� ����
���<UV ���� ���� ���� ���<UV ���� ���� ����
���<UV ���� ���� ����

LQIODWLRQ��� LQIODWLRQ���
5HDO�\LHOG -XO��� 'XU�\UV 3UHYLRXV <U�DJR -XO��� 'XU�\UV 3UHYLRXV <U�DJR
8S�WR���\UV ���� ���� ���� ����� ���� ���� ���� �����
2YHU���\UV ���� ����� ���� ����� ���� ����� ���� �����
�����\UV ���� ���� ���� ����� ���� ���� ���� �����
2YHU����\UV ���� ����� ���� ����� ���� ����� ���� �����
$OO�VWRFNV ���� ����� ���� ����� ���� ����� ���� �����
6HH�)76(�ZHEVLWH�IRU�PRUH�GHWDLOV�ZZZ�IWVH�FRP�SURGXFWV�LQGLFHV�JLOWV
k�����7UDGHZHE�0DUNHWV�//&��$OO�ULJKWV�UHVHUYHG��7KH�7UDGHZHE�)76(
*LOW�&ORVLQJ�3ULFHV�LQIRUPDWLRQ�FRQWDLQHG�KHUHLQ�LV�SURSULHWDU\�WR
7UDGHZHE��PD\�QRW�EH�FRSLHG�RU�UH�GLVWULEXWHG��LV�QRW�ZDUUDQWHG�WR�EH
DFFXUDWH��FRPSOHWH�RU�WLPHO\��DQG�GRHV�QRW�FRQVWLWXWH�LQYHVWPHQW�DGYLFH�
7UDGHZHE�LV�QRW�UHVSRQVLEOH�IRU�DQ\�ORVV�RU�GDPDJH�WKDW�PLJKW�UHVXOW�IURP�WKH�XVH�RI�WKLV�LQIRUPDWLRQ�

$OO�GDWD�SURYLGHG�E\�0RUQLQJVWDU�XQOHVV�RWKHUZLVH�QRWHG��$OO�HOHPHQWV�OLVWHG�DUH�LQGLFDWLYH�DQG�EHOLHYHG�DFFXUDWH
DW�WKH�WLPH�RI�SXEOLFDWLRQ��1R�RIIHU�LV�PDGH�E\�0RUQLQJVWDU��LWV�VXSSOLHUV��RU�WKH�)7��1HLWKHU�WKH�)7��QRU
0RUQLQJVWDUÜV�VXSSOLHUV��ZDUUDQW�RU�JXDUDQWHH�WKDW�WKH�LQIRUPDWLRQ�LV�UHOLDEOH�RU�FRPSOHWH��1HLWKHU�WKH�)7�QRU
0RUQLQJVWDUÜV�VXSSOLHUV�DFFHSW�UHVSRQVLELOLW\�DQG�ZLOO�QRW�EH�OLDEOH�IRU�DQ\�ORVV�DULVLQJ�IURP�WKH�UHOLDQFH�RQ�WKH
XVH�RI�WKH�OLVWHG�LQIRUPDWLRQ��)RU�DOO�TXHULHV�H�PDLO�IW�UHDGHU�HQTXLULHV#PRUQLQJVWDU�FRP

'DWD�SURYLGHG�E\�0RUQLQJVWDU�_�ZZZ�PRUQLQJVWDU�FR�XN
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)XQG %LG 2IIHU '��� <LHOG

DEUGQ�&DSLWDO��&,��/LPLWHG �-(5�
32�%R[������6W�+HOLHU��-HUVH\��-(���58�������������
)&$�5HFRJQLVHG

DEUGQ�&DSLWDO�2IIVKRUH�6WUDWHJ\�)XQG�/LPLWHG

%ULGJH�)XQG e ������ � ������� ����

*OREDO�(TXLW\�)XQG e ������ � ������ ����

*OREDO�)L[HG�,QWHUHVW�)XQG e ������ � ������� ����

,QFRPH�)XQG e ������ � ������� ����

6WHUOLQJ�)L[HG�,QWHUHVW�)XQG e ������ � ������� ����

8.�(TXLW\�)XQG e ������ � ������ ����

$OJHEULV�,QYHVWPHQWV �,5/�
5HJXODWHG
$OJHEULV�)LQDQFLDO�&UHGLW�,�(85 é ������ � ���� ����

$OJHEULV�)LQDQFLDO�&UHGLW�5�(85 é ������ � ���� ����

$OJHEULV�)LQDQFLDO�&UHGLW�5G�(85 é ����� � ���� ����

$OJHEULV�)LQDQFLDO�,QFRPH�,�(85 é ������ � ���� ����

$OJHEULV�)LQDQFLDO�,QFRPH�5�(85 é ������ � ���� ����

$OJHEULV�)LQDQFLDO�,QFRPH�5G�(85 é ������ � ���� ����

$OJHEULV�)LQDQFLDO�(TXLW\�%�(85 é ������ � ���� ����

$OJHEULV�)LQDQFLDO�(TXLW\�5�(85 é ������ � ���� ����

$OJHEULV�,*�)LQDQFLDO�&UHGLW�,�(85 é ����� � ���� ����

$OJHEULV�,*�)LQDQFLDO�&UHGLW�5�(85 é ����� � ���� ����

$OJHEULV�*OREDO�&UHGLW�2SSRUWXQLWLHV�,�(85 é ������ � ���� ����

$OJHEULV�*OREDO�&UHGLW�2SSRUWXQLWLHV�5�(85 é ������ � ���� ����

$OJHEULV�*OREDO�&UHGLW�2SSRUWXQLWLHV�5G�(85 é ������ � ���� ����

$OJHEULV�&RUH�,WDO\�,�(85 é ������ � ���� ����

$OJHEULV�&RUH�,WDO\�5�(85 é ������ � ���� ����

$OJHEULV�6XVW��:RUOG�% é ������ � ���� �

$OJHEULV�6XVW��:RUOG�5 é ������ � ���� �

7KH�$QWDUHV�(XURSHDQ�)XQG�/LPLWHG
2WKHU�,QWHUQDWLRQDO

$()�/WG�8VG � ������ � ������ ����

$()�/WG�(XU é ������ � ������ ����

$UWHPLV�)XQG�0DQDJHUV�/WG�������) �8.�
���6W��-DPHV
V�6WUHHW��/RQGRQ�6:�$��/'��������������
$XWKRULVHG�,QY�)XQGV
$UWHPLV�&RUSRUDWH�%RQG�,�$FF ����� � ����� ����

$UWHPLV�3RVLWLYH�)XWXUH�)XQG ����� � ����� ����

$UWHPLV�7DUJHW�5HWXUQ�%RQG�,�$FF ������ � ����� ����

$VKPRUH�*URXS
���$OGZ\FK��/RQGRQ�:&�%��$(��'HDOLQJ�WHDP�������������������
$XWKRULVHG�,QY�)XQGV
(PHUJLQJ�0DUNHWV�(TXLW\�)XQG � ������ � ���� ����

(PHUJLQJ�0DUNHWV�(TXLW\�(6*�)XQG � ������ � ���� ����

(PHUJLQJ�0DUNHWV�)URQWLHU�(TXLW\�)XQG � ������ � ���� ����

(PHUJLQJ�0DUNHWV�%OHQGHG�'HEW�)XQG � ����� � ���� ����

(PHUJLQJ�0DUNHWV�%OHQGHG�'HEW�(6*�)XQG � ����� � ���� ����

(PHUJLQJ�0DUNHWV�$FWLYH�(TXLW\�)XQG � ������ � ���� ����

(PHUJLQJ�0DUNHWV�&RUSRUDWH�'HEW�)XQG � ����� � ����� ����

(PHUJLQJ�0DUNHWV�'HEW�)XQG � ����� � ���� ����

(PHUJLQJ�0DUNHWV�/RFDO�&XUUHQF\�%RQG�)XQG � ����� � ���� ����

$WODQWDV�6LFDY �/8;�
5HJXODWHG
$PHULFDQ�'\QDPLF � ������� � ���� ����

$PHULFDQ�2QH � ������� � ���� ����

%RQG�*OREDO é ������� � ����� ����

(XURFURLVVDQFH é ������� � ���� ����

)DU�(DVW � ������� � ����� ����

)XQG %LG 2IIHU '��� <LHOG

%OXH�:KDOH�,QYHVWPHQW�)XQGV�,&$9 �,5(�
ZZZ�EOXHZKDOH�FR�XN��LQIR#EOXHZKDOH�FR�XN

)&$�5HFRJQLVHG���,UHODQG�8&,76

%OXH�:KDOH�*URZWK�86'�7 � ����� � ���� ����

%URRNV�0DFGRQDOG�,QWHUQDWLRQDO�)XQG�0DQDJHUV�/LPLWHG �-(5�
��$QOH\�6WUHHW��6W�+HOLHU��-HUVH\��-(���4(
����������������������,QW�������������������������8.�

%URRNV�0DFGRQDOG�,QWHUQDWLRQDO�,QYHVWPHQW�)XQGV�/LPLWHG

(XUR�+LJK�,QFRPH é ������ � ������� ����

+LJK�,QFRPH e ������ � ������� ����

6WHUOLQJ�%RQG e ������ � ������� ����

%URRNV�0DFGRQDOG�,QWHUQDWLRQDO�0XOWL�6WUDWHJ\�)XQG�/LPLWHG

%DODQFHG�6WUDWHJ\�$ e ������ � ������� ����

%DODQFHG�6WUDWHJ\ e ������ � ������� ����

&DXWLRXV�%DODQFHG�6WUDWHJ\�$ e ������ � ������� ����

*URZWK�6WUDWHJ\�$ e ������ � ������� �

+LJK�*URZWK�6WUDWHJ\�$ e ������ � ������� ����

&DXWLRXV�%DODQFHG�6WUDWHJ\ e ������ � ������� ����

*URZWK�6WUDWHJ\ e ������ � ������� ����

+LJK�*URZWK�6WUDWHJ\ e ������ � ������� ����

86��*URZWK�6WUDWHJ\ � ������ � ������ ����
'HDOLQJ�'DLO\��,QLWLDO�&KDUJH�1LO�IRU�$�FODVVHV�DQG�XS�WR����IRU�RWKHU�FODVVHV

&*�$VVHW�0DQDJHPHQW�/LPLWHG �,5/�
���0RRUJDWH��/RQGRQ��(&�5��$<
'HDOLQJ��7HO�����������������)D[����������������
)&$�5HFRJQLVHG

&*�3RUWIROLR�)XQG�3OF

$EVROXWH�5HWXUQ�&OV�0�,QF e ������ ������ ���� ����

&DSLWDO�*HDULQJ�3RUWIROLR�*%3�3 e �������� �������� ����� ����

&DSLWDO�*HDULQJ�3RUWIROLR�*%3�9 e ������ ������ ���� ����

'ROODU�)XQG�&OV�'�,QF e ������ ������ ���� ����

'ROODU�+HGJHG�*%3�,QF e ����� ����� ���� ����

5HDO�5HWXUQ�&OV�$�,QF e ������ ������ ���� ����

&KDUWHUHG�$VVHW�0DQDJHPHQW�3WH�/WG
2WKHU�,QWHUQDWLRQDO�)XQGV

&$0�*7)�9&& � ��������� ��������� �������� �

&$0�*7L�9&& � ������ � ������ �

5$,&�9&& � ���� ���� ���� ����

'RGJH�	�&R[�:RUOGZLGH�)XQGV �,5/�
������3DOO�0DOO��/RQGRQ�6:�<��-*�
ZZZ�GRGJHDQGFR[�ZRUOGZLGH�FRP��������������
)&$�5HFRJQLVHG

'RGJH�	�&R[�:RUOGZLGH�)XQGV�SOF���*OREDO�%RQG�)XQG

(85�$FFXPXODWLQJ�&ODVV é ����� � ���� ����

(85�$FFXPXODWLQJ�&ODVV��+� é ����� � ���� ����

(85�'LVWULEXWLQJ�&ODVV é ����� � ���� ����

(85�'LVWULEXWLQJ�&ODVV��+� é ���� � ���� ����

*%3�'LVWULEXWLQJ�&ODVV e ����� � ���� ����

*%3�'LVWULEXWLQJ�&ODVV��+� e ���� � ���� ����

86'�$FFXPXODWLQJ�&ODVV � ����� � ���� ����

'RGJH�	�&R[�:RUOGZLGH�)XQGV�SOF�*OREDO�6WRFN�)XQG

86'�$FFXPXODWLQJ�6KDUH�&ODVV � ����� � ���� ����

*%3�$FFXPXODWLQJ�6KDUH�&ODVV e ����� � ���� ����

*%3�'LVWULEXWLQJ�6KDUH�FODVV e ����� � ���� ����

(85�$FFXPXODWLQJ�6KDUH�&ODVV é ����� � ���� ����

*%3�'LVWULEXWLQJ�&ODVV��+� e ����� � ���� ����

'RGJH�	�&R[�:RUOGZLGH�)XQGV�SOF�8�6��6WRFN�)XQG

86'�$FFXPXODWLQJ�6KDUH�&ODVV � ����� � ���� ����

*%3�$FFXPXODWLQJ�6KDUH�&ODVV e ����� � ���� ����

*%3�'LVWULEXWLQJ�6KDUH�&ODVV e ����� � ���� ����

(85�$FFXPXODWLQJ�6KDUH�&ODVV é ����� � ���� ����

*%3�'LVWULEXWLQJ�&ODVV��+� e ����� � ���� ����

'UDJRQ�&DSLWDO
ZZZ�GUDJRQFDSLWDO�FRP
)XQG�LQIRUPDWLRQ�LQIR#GUDJRQFDSLWDO�FRP

2WKHU�,QWHUQDWLRQDO�)XQGV

9LHWQDP�(TXLW\��8&,76��)XQG�$�86' � ����� � ���� ����

)XQG %LG 2IIHU '��� <LHOG

(GHQ7UHH�,QYHVWPHQW�0DQDJHPHQW�/WG �8.�
32�%R[�������6ZLQGRQ��61���%*���������������
$XWKRULVHG�,QY�)XQGV
(GHQ7UHH�6KRUW�'DWHG�%RQG�&OV�% ����� � ����� �

(XURQRYD�$VVHW�0DQDJHPHQW�8.�//3 �&<0�
5HJXODWHG
6PDOOHU�&RV�&OV�2QH�6KDUHV é ����� � ���� ����

6PDOOHU�&RV�&OV�7ZR�6KDUHV é ����� � ���� ����

6PDOOHU�&RV�&OV�7KUHH�6KDUHV é ����� � ���� ����

6PDOOHU�&RV�&OV�)RXU�6KDUHV é ����� � ���� ����

)LGHOLW\�,QYHVWPHQWV�,QWHUQDWLRQDO
2WKHU�,QWHUQDWLRQDO�)XQGV

(PHUJLQJ�0NWV�1$9 e ���� � ����� ����

),/�,QYHVWPHQW�6HUYLFHV��8.��/LPLWHG�������) �8.�
%HHFK�*DWH��0LOOILHOG�/DQH��/RZHU�.LQJVZRRG��7DGZRUWK��.7����53
&DOOIUHH��3ULYDWH�&OLHQWV������������
%URNHU�'HDOLQJV��������������

2(,&�)XQGV

,QGH[�6WHUOLQJ�&RUSRUDWH�%RQG�)XQG�3�$&&�*%3 e ���� � ���� ����

6XVWDLQDEOH�0XOWL�$VVHW�%DODQFHG�)XQG�:�$&&�*%3 e ���� � ���� ����

$PHULFDQ�)XQG�:�$&&�*%3 e ����� � ����� ����

&DVK�)XQG�:�$&&�*%3 e ���� � ���� ����

6XVWDLQDEOH�(PHUJ�0NWV�(TXLW\�)XQG�$�$&&�6KDUHV e ���� � ���� ����
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Adam Temple-Smith, lying down, and Nicholas Garrett in ‘Itch’ — Craig Fuller

Above: artist Enrico David. Above 
right: his sculpture ‘Le Bave (Solar 
Anus)’ (2023) at the KW Institute for 
Contemporary Art in Berlin
Stefania Giuliani; Frank Sperling

book The Writing of the Disaster, a reflec-
tion on grief, anger and terror and the 
impossibility of finding a language for 
cataclysmic loss. David scribbled the 
phrase in a sketchbook years ago and 
recently rediscovered it. The sculptures 
on show at KW “seem to express a con-
dition of reluctance or surrender, some-
times exasperation. They give them-
selves over, they wait.”

Born in 1966, David grew up in 
Ancona, his early life punctuated by the 
political violence of the anni di piombo 
(the years of lead), such as the assassi-
nation of prime minister Aldo Moro, 
and by his father’s death when the artist 
was 17. Home provided a “fertile envi-
ronment” for creative exploration, from 
commedia dell’arte and carnival to 
arranging Nativity scenes crafted from 
crumpled paper. 

Archetypal figures drawn from these 
Italian traditions, such as the Pulcinella 
or La Signora, can be traced in David’s 
untraditional sculpted figures, but they 
also refer specifically to the artist’s own 
life. “You have to find a way to use his-
tory, to confront it: how do you use the 
luggage of information that precedes 
you, to find a way to make it work
for you?”

Since 1986, when David first came to 
the UK, most of his work has been made 
here. But his career has followed a non-
linear progression, despite intermittent 
institutional exhibitions, including a 
2018-19 survey at the Museum of
Contemporary Art, Chicago, and the 
Hirshhorn Museum and Sculpture

Garden in Washington, DC, as well as his 
inclusion in the Italian pavilion at the 
Venice Biennale.

“My art practice was so irrelevant and 
out of sync with the current trends it 
allowed for total invisibility. This in turn 
provided me a way to maintain authen-
ticity. Very few people connected with 
it, but I could be totally honest with 
what I was trying to do. You have to 
accept it’s not a given you’re going to be 
relevant in your time.” 

Does he feel he is any more relevant 
now? “Absolutely not!” He laughs riot-
ously, but concedes that “getting older 
gives you the authority and the under-
standing to stand next to a work that, 
say, 30 years ago would have been emo-
tionally much harder to do. Making art 
is a matter of space as much as of time.”

The physicality of David’s sculpture 
has become a vocabulary: sponges, soil 
and shells all find their way into the 
works on show at KW, with more con-
ventional materials such as jesmonite 
and bronze used in unconventional 
ways, to look elastic or flimsy. There are 
unexpected quotidian references — ear-
drums in “Usher me bye bye” (2022), 

O n the table between Enrico 
David and me, the sun 
bounces off a bowl of iri-
descent strawberries and 
Josef Koudelka’s Exiles. The 

book is open at an image taken at a psy-
chiatric hospital in Palermo, Sicily, in 
1985. In the lugubrious black and white 
image, several solitary figures try to 
avoid the heat in various ways, forming 
a strange and melancholy composition. 
Two men in the foreground lie despond-
ent on the ground. “I seem to keep 
returning to it,” David muses, in his east-
London-inflected Italian cadence. 

We are sitting in one of the artist’s two 
London studios; this one, in Bethnal 
Green, is joined to his home. The sound 
of water trickling in the background 
comes from a new sculpture — specifi-
cally it comes out of the mouth of a
small figure, prostrate on a pleated 
structure in wood and resin patinated 
with bronze and copper, titled “Le Bave 
(Solar Anus)” (2023). Behind David is 
another new, flat-looking sculpture, the 
complementary “Dame a L’Éponge” 
(2023). She protrudes into space with 
copper-plated steel limbs, clumsy and 
uncertain, a prong bearing forth the
titular sponge.

That figure’s awkward off-kilterness 
and gawkiness have become recognisa-
ble characteristics in David’s sculptural 
work, where human-ish bodies are 
squashed, shrunk, squeezed — made to 
appear misshapen and uncomfortable, 
as if embarrassed by the mere associa-
tion with being a person. “I feel they’re 
there to see me getting out of the scene 
— they’re witnessing my demise as a 
person, as a body, getting old, dying — 
there to gradually replace me.”

The day after we meet, “Le Bave” and 
the “Sponge Lady” are going to Berlin to 

be installed, with 14 other David sculp-
tures, at the KW Institute for Contempo-
rary Art for the artist’s exhibition 
Destroyed Men Come and Go. David has 
approached the show — devoted to free 
and floor-standing sculptures he has 
made in the past 10 years — as a dio-
rama, treating the whole space as a story 
“that as a viewer you find yourself part 
of”. In reference to Koudelka’s photo-
graph and to burial sites such as Milan’s 
Monumental Cemetery, with its sculp-
tural tombs designed by Italian modern 
masters including Lucio Fontana and 
Gio Ponti, the exhibition reflects David’s 

‘They’re witnessing my demise as a person’

municipal flower displays in “Self-
portrait as a Town Planter” (2023). “It’s 
all there for the taking!” David says.

An element of surprise is a fundamen-
tal feature of a David sculpture. “Some-
how you don’t even have to like the work 
— it’s whether it delivers you a certain 
effect.” It is easy to see these as objects of 
ridicule, but “I see humour as a manifes-
tation or sublimation of rage, of pro-
test.” Asked what makes him angry, 
David erupts with laughter again. Then 
he pauses. “Sometimes, anger is a way to 
express that thing you can barely give a 
name to — but God knows where that 
primal sense of sadness, of injustice, of 
lacking or longing comes from.

“We all have this dilemma: how do we 
fit in?” he continues. “In my case, the 
world is more habitable thanks to this” 
— he gestures towards the Sponge Lady 
standing guard behind him. “I feel I can 
be here with a higher degree of legiti-
macy, safety even, because I bring these 
things here; I can face the existential 
awkwardness of being here.”

‘Destroyed Men Come and Go’ runs to
August 20, kw-berlin.de

ARTS

Richard Fairman

Take one good story, trim the plot for 
the stage, add music to heighten atmos-
phere and narrative drive. Writing a 
successful new opera should not be 
rocket science, but it is surprising how 
often elementary mistakes lead to a lack 
of success.

For that reason, among others, it is a 
pleasure to welcome Jonathan Dove’s 
latest opera, Itch, which does all the 
obvious things right. An Opera Holland 
Park commission, this was the com-
pany’s first ever mainstage premiere, of 
which it is hugely proud.

The opera is based on the novels for 
young adults written by broadcaster 
and author Simon Mayo, from which
a libretto has been fashioned by Alas-
dair Middleton. The story tells of a 
schoolboy who has a passion for collect-
ing the chemical elements of the peri-
odic table. His luck is in when he hap-
pens upon a hitherto unknown element 
that seems to offer limitless supplies of 
energy, but a multinational called 
Greencorps learns of its properties and 
what ensues is a breathless tale of kid-
napping, car chases, and a fight between 
commercial profit and returning the 
rocks to the Earth.

The novel is said to be a “page-turner” 
and one of the opera’s strengths is that it 
holds the attention in the same page-
turner way (except perhaps for half a 
dozen possible curtain-down moments 

leading to the interval). The quick turn-
over of scenes has a cinematic quality 
and Itch would make a good introduc-
tory opera on television. Are any TV 
executives paying attention?

Dove’s music is a furthering of the 
eclectic and approachable style that he 
has followed since Flight, his first big 
operatic success. Stravinsky rubs shoul-
ders with Britten, post-minimalist John 
Adams and even, in the score’s word-
setting, Sondheim, to create a kaleido-
scope of quickly changing moods. Who 
would have thought that a listing of the 
periodic table could generate a musical 
fascination that is so magnetic?

After its highly praised revival of 
Flight in 2015, nearly 20 years after the 
opera’s Glyndebourne premiere, Opera 
Holland Park has form with Dove’s 
operas. Itch has been skilfully staged by 
Stephen Barlow, using a giant table of 
the periodic elements doubling as a wall 
for projections.

Among the cast of eight, Adam Tem-
ple-Smith does well to portray a con-
vincingly teenage hero. Nicholas Garrett 
makes a strong impression as an 
unscrupulous science teacher and 
Rebecca Bottone’s head of Greencorps 
hits notes way up in the stratosphere 
(echoes of Flight) fearlessly, though the 
sound is not ingratiating. Countertenor 
James Laing’s haunting singing captures 
the free spirit of the hippy surfer with a 
feel for radioactive stones. The conduc-
tor, Jessica Cottis, draws glittering tex-
tures from an ensemble of 12 players 
from the City of London Sinfonia.

It is only when the opera is over that 
one realises it was both a rollicking story 
and a science lesson, a diatribe against 
commercial strong-arm tactics, and an 
ethical conundrum on the realities of 
producing green power. That is not bad 
for an accessible new opera.

To August 4, operahollandpark.com

Periodic opera has all the right elements

OPERA

Itch
Opera Holland Park, London
aaaae

Enrico David’s sculptures — 
on show in Berlin — reflect on 
mortality and resilience with 
dark humour. The Italian 
artist talks to Charlotte Jansen

Enrico David’s 
‘Delta Racoon’ 
(2023) and 
‘Untitled’ (2015) 
in Berlin 
Frank Sperling

ideas about the connection between art 
and mortality, and the way “sculpture is 
a form of memorial, effigies of who is no 
longer. In more than one way it indicates 
where we end.”

The funereal atmosphere is under-
pinned by the exhibition’s title — a line 
taken from Maurice Blanchot’s 1980 
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FT BIG READ. MANAGEMENT

Longstanding UK problems of low corporate investment and skills gaps have been 
exacerbated among smaller companies by overconfidence and lack of management time.

By Andrew Hill

nies do not even have enough band-
width to apply for the government sup-
port that is already available. Take-up of 
the £500mn Help to Grow business sup-
port programme introduced by Rishi 
Sunak, then chancellor, in 2021 was ini-
tially lower than expected, for instance. 
Business schools rolled out 12 weeks of 
management training under the scheme 
for 200 groups of leaders of some 3,000 
smaller businesses but they had to 
cancel a planned further 122 cohorts, 
according to an April 2022 evaluation. 
By February this year, the number of 
cancelled cohorts had dropped.

How to improve

If there were a single catch-all recipe for 
self-improvement, businesses would 
probably have applied it. Instead, recent 
analysis suggests companies need to 
apply a range of measures.

One would be developing and improv-
ing management skills and practices. US 
smaller companies top the ranking of G7 
countries on management and leader-
ship and operating efficiency, and are 
consistently higher than their UK equiv-
alents in their plans to improve capabili-
ties over the next 12 months.

Similarly, companies in all other large 
countries except Japan outstrip the UK 
on the extent to which they say they 
have used, or will use, a wider business 
network to support their development.

That again puts Chris Mayne at Fors-
berg in what is probably a minority of 
UK managers. He has upgraded his own 
skills in the past five years, pursuing a 
masters in management and leadership 
at Lancaster University. He also 
identified, with other local electronics 
businesses, the “massive gap in the 
curriculum around electronics skills”. 

With five other companies, Forsberg 
set up a boot camp focused on practical 
challenges, which offered training 
to 100 people, and it is part of a 
24-member “ElecTech” innovation 
cluster so it can draw on the experience 
of larger companies and academia, as 
well as support smaller ones.

Technology adoption could help com-
panies to improve processes, measure 
productivity more accurately and refine 
forecasting. The first lockdown 
provided a “perfect opportunity” for 
Forsberg to digitalise its enterprise 
resource planning system, for instance.

But measuring gains is a challenge. 
A Chartered Institute of Management 
Accountants poll in 2021, it found more 
than half faced difficulties measuring 
productivity because they struggled to 
attribute value to intangible assets or 
were hampered by the quality of inputs 
and outputs.

Van Ark also thinks UK companies 
struggle to define and align efforts to 
improve productivity. While the human 
resources team might think of the con-
cept in terms of training or retention, 
the chief financial officer would look at 
cost efficiency and return on invest-
ment. The operations director might 
focus on making best use of  technology, 
while marketing would concentrate on 
improving the value of the brand.

There is a “missed opportunity in the 
boardroom” to address the tensions 
between different departments’ under-
standing of productivity. “Don’t beat 
yourself to death to get a good defini-
tion,” he advises. “Think about the nar-
rative and the conversation. If you have 
this conversation you will know what 
the key drivers [for improvement] are.”

Still, advocates of bottom-up produc-
tivity improvements say much could 
be achieved by individual businesses 
making incremental improvements. 

Ridyard says Produmax used the 
period of furlough during the pandemic 
to start a “skills buddy-up system”, 
cross-training staff in unfamiliar areas. 

Like Mayne, she doesn’t use the term 
productivity much, but “if you look at 
[it] as leadership, engagement and 
technology, the buddy system allowed 
you to pick up a brand new skill and go 
and train in areas you wouldn’t be able 
to train in normally”. 

For instance, after pairing quality 
control staff with production staff, 
Produmax realised it could free up 
capacity during the day by calibrating 
its quality measuring machines at night. 
Partly as a result of such small changes, 
Ridyard expects to see a surge in 
productivity next year as Produmax 
reaps the benefits of “what we’ve learnt 
and what we’ve put in place”.

The well-known “Gantt chart” tradi-
tionally used to assess progress in 
projects, is “a bit dull”, says Ridyard. 
Instead, Produmax introduced “balls of 
destiny” at its morning meeting. Each 
project delay is represented by a foot-
ball, basketball, rugby or tennis ball 
held by the relevant manager. As bottle-
necks are cleared, the balls of destiny 
are passed to another division — in the 
manner of the respective sports. 

“For me, productivity is about solving 
problems and finding fun ways to move 
things more quickly,” says Ridyard.

Data visualisation by Keith Fray

I f there is a creed of productivity, 
then Chris Mayne is a believer. 
Promoted to managing director of 
precision systems maker Forsberg 
Services in 2020, Mayne has 

enthusiastically applied most of the 
known prescriptions for business 
improvement.

He has digitised, clustered, score-
carded, upskilled and leadership-
developed Forsberg and its 50 staff to an 
annual turnover of more than £12mn, 
from £6mn in 2020, when the privately 
owned group employed 32 people.

Like many managers, Mayne does not 
use the P-word much, arguing that it 
“means very different things in differ-
ent contexts” and might not be an 
appropriate way for a company like 
Forsberg to approach making bespoke 
precision systems. 

But he is still in the vanguard of a 
collective UK effort to solve the puzzle 
of why British workers turn out less for 
every hour they work than their coun-
terparts in other advanced economies 
such as the US, Germany and France.

According to the latest figures from 
the Office for National Statistics, 
published this month, output per hour 
worked was just 0.6 per cent above its 
pre-pandemic 2019 average in the first 
quarter of 2023. 

That leaves the UK’s productivity on 
the same shallow upward trajectory it 
has followed since the financial crisis, 
well below the trend that prevailed 
between the early 1970s and 2008.

Productivity may be an abstract 
concept for many, but its consequences 
are real. Higher output leads to better 
wages and a more prosperous economy. 
But UK productivity has grown by just 
0.4 per cent annually since the financial 
crisis, less than half the rate of the 25 
richest OECD countries, according to 
the Resolution Foundation think-tank. 
UK household income, which used to be 
ahead of competitors such as France 
and Germany, now lags behind.

Both main UK political parties are 
well aware that raising productivity is 
one of the keys to reinvigorating the 
economic growth that will be needed to 
improve public services and reduce 
taxes from multi-decade highs.

Yet it shows little sign of improving. 
New information gathered by Be the 
Business, a government-backed charity 
dedicated to spreading the productivity 
gospel, suggests British companies 
are long on confidence but short on 
committing to action and investment in 
becoming more productive. 

Based on responses to a questionnaire 
circulated to more than 4,000 compa-
nies with fewer than 250 employees 
across the G7, UK businesses rank 
fourth out of the seven big developed 
economies on confidence. But they 
come fifth on business performance and 
sixth on “capabilities”. 

UK companies are only marginally 
ahead of their Japanese counterparts 
when it comes to investing in areas such 
as management and leadership and 
innovation, and below Japan on taking 
action to improve operational efficiency 
or human resources processes.

“Confidence can be a good thing,” says 
the report. “However, an alternative 
way of putting it is that we [the UK] are 
good at complacency.”

British diseases

If many UK managers are smug or 
passive, it is not for want of trying to 
shake them into action. Attempts to 
crack the productivity conundrum date 
back decades and run across successive 
governments, via the highest tables of 
academia to the boardrooms of big com-
panies, which research suggests are bet-
ter than smaller companies at managing 
their way to improved productivity.

Some of the UK’s productivity prob-
lems are down to structural issues, such 
as the overall UK investment climate, its 
patchy educational outcomes and skill 
gaps or its complex planning regime. 

Political instability and the new 
regime of post-Brexit EU trading rules 
have also impaired companies’ confi-
dence in planning and investing. “Three 
prime ministers, four chancellors and 
three business secretaries over a very 
short period means it’s a bit stop-start,” 
says Mandy Ridyard, co-owner and 
finance director of Produmax, an aero-
space components company.

Another drag on improving output 
per worker is a relative lack of business 
investment. “If UK business investment 
had matched the average of France, 
Germany and the US since 2008 . . . our 
GDP would be nearly 4 per cent higher 
today, enough to raise average wages by 
around £1,250 a year,” the Resolution 
Foundation said in “Beyond Booster-
ism”, part of its Economy 2030 research 
on the UK’s economic prospects.

The study found that the UK’s share of 
business investment in GDP fell from 
16th place between 1995 and 2007 to 
20th in 2008-21, ahead of only Greece 
in a sample of 21 high-income OECD 
countries. Over time, the report goes on, 

that “is a recipe for relative decline”.
The foundation also identifies smaller 

businesses’ lack of access to long-term 
capital as an obstacle to investment and 
growth. It recommends stronger worker 
representation on larger company 
boards and urges the government to sta-
bilise economic policy, reform pensions 
to reduce dispersed share ownership 
and adjust tax incentives for capital and 
research investment.

Bart van Ark, managing director of 
the Productivity Institute, a research 
organisation, believes there is a “lack of 
interest in investing” by many compa-
nies that are satisfied with growing 
slowly and servicing a local market.

“Basically they’re just trying to get 
by and if you are just trying to get by, 
you aren’t thinking about making a 
long-term investment,” he says.

Up to the job?

Van Ark’s impression is reinforced by 
research from Be the Business that 
suggests managers have been treading 
water since the onset of the pandemic.

The proportion of UK businesses that 
have taken steps to improve or try regu-
larly to measure and improve produc-
tivity is slightly down or unchanged 
since 2020. Some 37 per cent of busi-
nesses have discussed improvements — 
up 8 percentage points between 2020 
and 2022 — but not yet taken action.

That in turn feeds into concerns about 
the wider calibre of British managers, 
memorably voiced in 2017 by Andy Hal-
dane, then Bank of England chief econo-
mist, who suggested “a lack of manage-
ment quality” was one reason for the 
UK’s long tail of lagging businesses. 

In fact, “our long tail doesn’t seem to 
be much worse than others”, says Greg 
Thwaites, research director at the Reso-
lution Foundation, and most businesses 
in the long tail are either too small or too 
unproductive for remedial measures to 
have a big macroeconomic impact.

Anthony Impey, Be the Business 
chief executive, who has first-hand 
experience of starting and running 
technology businesses, also defends 
British managers. Although he 
acknowledges the cliché that too many 
small company leaders work “in” their 
businesses, rather than “on” their busi-
ness, he points out the obsession with 
day-to-day operations often reflects the 
ownership structures of such firms.

Many founders mortgaged their 
homes to launch or sustain their busi-
nesses and for those owners “there’s a 
scale of jeopardy which is very often 
overlooked, because economists and 
those in big businesses don’t have these 
sorts of stakes in their jobs”, he says.

“If you have that kind of pressure, 

Why British companies 
struggle with productivity

FT montage/Getty Images

you’re going to work in your business 
12 hours a day”, leaving little time to 
plan investment or pause operations to 
implement improvements.

The argument about the lower quality 
of UK leaders and managers still 
sticks, however, as does the curse of the 
“accidental manager”. That term was 
coined by the Chartered Management 
Institute well before the pandemic for 
people promoted from operational to 
managerial roles with no preparation. 
The CMI estimates fewer than one in 
five UK managers received any training 
before taking on a managerial job.

Nor do UK managers, accidental or 
otherwise, seem especially keen on 
asking for outside advice. The govern-
ment’s long-running survey of small 
businesses tracks how many leaders 
have sought “external advice or infor-
mation” on their business (excluding 
“casual conversation”). That proportion 
dropped from almost a third to less than 
a quarter between 2018 and 2020 and 
was almost unchanged in 2021, accord-
ing to the latest report available.

That is worrying because managers 
who do not take advice tend towards 
overconfidence, according to the 
Productive Business Index, which Be 
the Business has been compiling since 
2021. Its latest edition found that busi-
ness leaders who took no external 
advice were actually more confident 
about their leadership and manage-
ment skills than those that did seek 
outside support. But managers without 
external advisers or non-executive 
directors were less likely to have a two- 
to five-year strategic plan or to feel they 
were prepared for unforeseen events.

In other words, Haldane’s 2017 quip 
that many UK managers are like the 
majority of car owners, who believe, 
implausibly, that they are above-aver-
age drivers, is being borne out.

This is part of a vicious circle. 
Research on the management capabili-
ties of 8,000 UK companies for a Lon-
don School of Economics programme 
on how to boost productivity through 
innovation found that better managed 
companies were better at forecasting 
their own sales and wider GDP growth, 
and therefore could “make superior 
operational and strategic choices”.

But many “just-getting-by” compa-

‘Confidence can be a 
good thing  . . . However, 
an alternative way of 
putting it is that we are 
good at complacency’

UK productivity growth 
has slowed since the
2008 financial crisis
Labour productivity per hour 
worked (in 2022 constant $, at 
purchasing power parity)

Corporate sector investment 
(gross fixed capital formation) 
as a % of GDP

UK’s business investment 
is very low by 
international standards

Survey of 4,179 G7 businesses with 2-249 employees.
Sources: The Conference Board; Be the Business; OECD; The Resolution Foundation 
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Dithering over Horizon 
puts its UK science in peril

as climate change, AI and energy secu-
rity; the system is adept at nurturing 
scientific talent through awards, 
grants and fellowships. 

Non-EU countries can apply for an 
“associate” membership. This is open 
to the UK, but only if it pays a joining 
fee. Every major organisation 
involved in UK research — including 
the Royal Society, the Wellcome 
Trust, Cancer Research UK and the 
Russell Group of 24 universities — 
unequivocally backs the idea. A 2020 
association deal was derailed by the 
squabble over Brexit trade rules for 
Northern Ireland. Three years later, 
the UK government is now question-
ing whether rejoining is still value for 
money, given Horizon is partway 
through its 2021-2027 programme. 

While it is reasonable to seek a pro-
portionate fee, a purely pocketbook 
approach to staying in European sci-
ence seems risible given the economic 
hit we have swallowed in the name of 
“sovereignty”. The delay itself, mean-
while, incurs unseen costs by tele-
graphing a lack of seriousness. Profes-
sor Mary Ryan, vice-provost for 
research and enterprise at Imperial 
College London, said last year that 
researchers were being dropped or not 
invited to join Horizon consortiums 
because of the uncertainty. Academ-
ics, she added, were receiving offers to 
move elsewhere, despite government 
pledges to honour existing Horizon 
funding commitments.

Full association remains the best 
outcome for the UK and Europe, 
according to Ryan, who said remain-
ing inside the European tent had 
“never mattered more”. “Major chal-
lenges like security, climate change, 
clean energy and health inequali-
ties transcend geographical and politi-
cal boundaries,” she told me this week. 
“European nations working together 
is not just expedient, but essential.” 
Pioneer is a lame substitute: funding is 
matched but subject to future spend-
ing reviews; neither can it instantly 
replicate Horizon’s global networks, 
cultivated over four decades. 

In more normal times, association 
would have happened swiftly. But the 
future of UK science now lies in the 
hands of a weakened government 
inclined to prioritise symbolism over 
strategic thinking. In the absence of 
Brexit wins, rejoining the EU research 
project may feel like capitulation.

More awkwardly, the EU is doubling 
down on its climate pledges, including 
through Horizon Europe, just as some 
Conservative MPs are turning against 
them. One newspaper front page this 
week juxtaposed a story outlining the 
Tory retreat from green policies with 
dramatic photographs of British holi-
daymakers fleeing wildfires in 
Europe. The message was clear: these 
are not normal times.

The writer is a science commentator

A ny sense of relief that a 
post-Brexit UK might 
resume links with Hori-
zon Europe, the EU’s flag-
ship scientific research 

programme, is fizzling out. Despite a 
reported deal, it was revealed last 
week that Rishi Sunak was pushing 
back a decision on rejoining until after 
summer.

The delay, supposedly to ensure 
that the cost of associating to Horizon 
is good value, represents a moment of 
pessimism, and possibly peril, for 
British science. Universities and com-
panies are being frozen out of collabo-
rations due to the continuing uncer-
tainty, despite the uncontested strate-
gic and economic value of being inside 
the world’s largest multilateral 
research programme. Sir Adrian 
Smith, president of the Royal Society, 
has expressed “dismay”.

Other political smoke signals add up 
to a gloomy outlook. Visas for visiting 
scientists are becoming costlier and 
harder to secure. The ministerial lan-
guage used to talk up Pioneer, the infe-
rior and thinly-sketched plan B for UK 
science if Horizon association stalls, 
gives it the feel of a pet project rather 
than a last resort.

The longer the impasse, the more 
likely it is for unspent Horizon money 
to find its way back to the Treasury — 
and the greater the incentive for frus-
trated UK-based researchers to drift 
elsewhere. To outsiders, British 
involvement in European science is 
now subject to political whim and 
therefore high-risk; overseas collabo-
rators are acclimatising to life without 
it. It is hard to imagine how a govern-
ment could more actively hinder the 
cause of UK research.

EU countries enjoy unfettered 
access to Horizon Europe, currently a 
€95.5bn 2021-2027 research pro-
gramme that allows smooth collabo-
ration across international borders. 
Horizon is a springboard for bringing 
in non-EU partners, such as Canadian 
participation in Sheffield university’s 
€2.6mn Amos project in aerospace 
manufacturing. Start-ups and compa-
nies can also apply for Horizon money. 
International partnerships are critical 
for addressing global challenges such 

It is hard to imagine how 
a government could more 
actively hinder the cause 

of British research

Andy Carter

ft.com/opinion
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Ultranationalist, 
religious 
Zionists in the 
PM’s coalition 
insist the bill 
that passed
this week is 
only the start

Netanyahu puts democracy in peril

Judicial overhaul 
undermines one of the      
key pillars of the state

The largest wave of protests in Israel’s 
history did not stop Benjamin Netan-
yahu. Nor did thousands of military 
reservists taking the extraordinary step 
of refusing to serve in a nation obsessed 
with its security — or warnings from 
former security officials, business exec-
utives and many others. Instead, the 
prime minister’s far-right government 
pushed ahead on Monday with passing 
the first part of a judicial overhaul that 
has sparked Israel’s biggest domestic 
crisis since the state’s founding in 1948. 
Netanyahu is steering his country down 
a calamitous path that threatens the 
democratic values and ideals of Jewish 
unity on which it was built.

This is a grim moment for a nation 
that has long sought to hold itself up as a 
model of democracy in the Middle East. 

And the crisis is likely to escalate. The 
ultranationalist, religious Zionists in 
Netanyahu’s coalition insist the bill that 
passed this week, which prevents the 
Supreme Court using the standard of 
“reasonableness” to strike down gov-
ernment decisions, is only the start. 

Next on their agenda is giving ruling 
coalitions control over judicial appoint-
ments. They also want parliament to 
have the ability to “override” decisions 
by the Supreme Court to strike down 
legislation. Netanyahu has said he 
would not push ahead with the latter, 
but critics are unsurprisingly suspicious 
of his intentions.

He insisted on Monday that the courts 
would remain independent. Yet the 
reforms will undermine one of the key 
pillars of the state. Israel has no written 
constitution nor an upper house, so the 
judiciary acts as a vital check on power. 
By chipping away at its independence, 
Israel’s democracy could be progres-
sively hollowed out: minorities will have 
fewer protections and a neutered judici-

ary will be unable to hold leaders to 
account. The battle over the judicial 
changes is rightly being characterised as 
one for the soul of the nation.

This is a crisis of Netanyahu’s making. 
His desire to return to power after 18 
months in opposition drove him to align 
with fringe elements of Israel’s right-
wing and ultraorthodox Jews at last 
year’s election after previously alienat-
ing more moderate politicians. He 
regained office by forming the most 
ultranationalist governing coalition in 
Israel’s history. That meant acquiescing 
to extremists’ demands, including secu-
rity minister Itamar Ben-Gvir and 
finance minister Bezalel Smotrich.

Netanyahu, who is on trial for corrup-
tion charges, appears beholden to the 
zealots, as well as ideologues in his 
Likud party such as justice minister 
Yariv Levin. If the prime minister now 
blinks, he risks his coalition crumbling. 
All this is happening against a backdrop 
of the worst violence in years between 
Israeli forces and Palestinian militants 

in the West Bank, as the government 
steps up a creeping annexation.

Some, most recently former premier 
Ehud Olmert, warn that Israel risks slid-
ing towards civil war. That may be 
alarmist. But with ultranationalists 
insisting the judicial overhaul will con-
tinue and protests not abating — doctors 
went on strike on Tuesday — Israel is 
showing signs of tearing itself apart.

As the Knesset enters its summer 
recess, more sober-minded Likud mem-
bers ought to reflect on the threat 
Netanyahu’s policies pose to Israel’s 
security and stability and press their 
leader to back down. The prime minis-
ter is unlikely to listen. So it is incum-
bent on Israel’s partners, above all the 
US, to step up the pressure. Joe Biden 
has been urging Netanyahu to seek 
broad political consensus. But the presi-
dent should make clear there will be 
consequences for relations with Wash-
ington — including an invitation to the 
US he issued last week — unless the 
Israeli prime minister thinks again.

Apprenticeships offer new 
host of valuable skills 
We must not lose sight of the major 
quality gains that have been achieved 
with apprenticeships (“England’s 
apprentices deserve training, not jobs 
pushing drinks trolleys”, Opinion, July 
20) and the credible, debt-free 
alternative they offer young people to 
university.

Apprenticeships are all now designed 
by employers, with IfATE (Institute for 
Apprenticeships and Technical 
Education) support, to make sure they 
meet industry needs. This benefits 
apprentices, who can be confident that 
are acquiring knowledge and skills 
businesses really value. Satisfaction 
rates are well over 80 per cent and the 
estimated return on investment is 
between £2,500 and £18,000 per 
apprentice.

After a decade of extensive reforms, 
there are now over 670 to choose 
between, including around 360 at 
career entry level and 160 degree 
apprenticeships. As well as all the 
traditional trades, they train people to 
be laboratory scientists, archaeologists, 
accountants, IT specialists, teachers, 
nurses and in future even doctors.

Gone are the days when 
apprenticeships were limited to
low-skilled jobs with limited career 
progression. Additionally, if it emerges 
that any have stopped working, IfATE 
listens and makes the improvements 
needed. Over 140 were reviewed last 
year alone.

Apprenticeships should be valued 
just as highly by businesses, the public 
and the media in this country as they 
are in Germany. 

There is lots more to do to reach that 
point, but let’s not forget how far we’ve 
come.
Baroness Ruby McGregor-Smith
Chair, Institute for Apprenticeships and 
Technical Education (IfATE),
London SW1, UK 

Israeli government fails
to find judicial balance
Yuval Noah Harari (“Israeli democracy 
is fighting for its life”, Opinion, July 24) 
has identified one of the two questions 
to ask. The other, just as important, is: 
from where does the judiciary gain its 
legitimacy?

In any democracy, we must battle 
with a fundamental tension between 
the undeniable need for judicial checks 
on power, the fact that a democracy 
demands an independent judiciary on 
the one hand and, on the other, the fact 
that the judges making these decisions 
are unelected and thus cannot derive 
their legitimacy from the popular will. 
This is not a new problem, it is one that 
has plagued democracies for centuries 
and there remains no satisfactory 
answer to this seeming paradox. 
Democracy undoubtedly demands an 
independent judiciary, itself 
necessarily undemocratic.

The problem is that this important 
question of judicial legitimacy has been 
clouded by a rightwing government 
whose intentions are plainly not to 
answer it in good faith. But we should 
not let that distract us from the 
fundamental importance of attempting 
to answer it, even in the case of Israel. 
The mere fact that the Israeli Supreme 
Court is the only check on the power of 
government does not automatically 
mean the Supreme Court should 
receive carte blanche; it too must 
operate in the democratic system and 
its power must be appropriate. The 
idea that government is bad, judges are 
good is naive and must also have the 
effect of undermining democracy. 

A proper balance must be struck 
between these two competing needs. 
The Israeli government has 
deliberately failed to find it, contenting 
itself with hiding behind this legitimate 
debate rather than engaging with it 
properly. We must be wary of doing
the same.
Raphael Levy
Borehamwood, Hertfordshire, UK

Electric car narrative is 
getting too much PR spin
Could you please persuade your 
correspondents to avoid writing about 
the benefits of electric cars without 
acknowledging that electricity 
generation is still (globally) very 
largely based on burning carbon — 
notably coal and gas — rather than 
being somehow an alternative to this, 
the main exceptions to this statement 
being renewables (eg, wind and wave) 
and of course nuclear, once the plants 
have been built and paid for.

One doesn’t need to have a degree in 
science to get one’s head around this.
David Lea
Lord Lea of Crondall,
Crondall, Hampshire, UK

Net zero timelines are 
based on arbitrary ideas
Neither a Conservative party member, 
nor a climate denier, I found your 
assertion that “backing away from 
green policies is irresponsible . . .” 
(“The unravelling of Britain’s 
Conservatives”, FT View, July 22) 
troubling.

What precise analysis has led to 
apparently arbitrary timelines to 
achieve net zero? What alternative 
fuels are being considered and when 
will they be in place? With many still in 
development, isn’t it premature to be 
so rigid? 

By way of example, the government 
proposes a lemming-like rush to install 
heat pumps; yet chartered engineers 
opine that more than 40 per cent of the 
UK housing stock is unsuitable for such 
technology. 

And what is the financial cost to the 
taxpayer of these proposed measures? 
The UK endured a tortuous time 
during Covid, when a group of 
scientists produced wildly erratic 
forecasts. Surely we deserve better 
when the outcome will affect not only 
the future of everyone living in the UK, 
but also those with whom we share 
planet Earth.
Dair Farrar-Hockley
Wantage, Oxfordshire, UK 

Air miles scheme that 
became a flight of fancy
In response to Craig Coben’s article, 
“Why your business travel air miles 
should go to your employer” (Opinion, 
July 20), readers might be interested
to know that some decades ago, 
JPMorgan management posed the
same question and undertook a full 
study as to how this could best be 
executed. 

The end recommendation suggested 
that in order to capture the air miles of 
many thousands of staff across the 
world, a new Air Miles Unit would need 
its own staff of up to a dozen or more 
people based in the US, Europe and 
Asia, itself headed by an MD. 

In addition, a programme would 
need be devised to capture and report 
all miles from multiple airlines and 
then reallocate them for future 
corporate travel. 

The report ended by saying, if 
management continued to believe
this to be such a wise idea, the same 
team could move on to report on 
devising a process that would look to 
how JPMorgan could take all the 
toothpaste tubes and other amenities 
handed out by the same airlines and 
see if the bank could harvest those 
benefits. 

The sarcasm was duly noted. The 
idea died. 
Charlie Metcalfe
Lisbon, Portugal

place to invest. Market forces will 
do the rest. There also needs to be 
co-ordination. The Inflation Reduction 
Act has been extraordinarily successful 
at influencing investment decisions, 
while China has been building capacity 
for decades. Europe needs its own 
incentives to keep up, but moving 
jobs from Europe to the US is not 
achieving diversification. 

Second is barriers to investment. 
Many governments operate in silos; 
that is no secret. Increasingly we see 
one well-meaning part of a government 
championing critical minerals 
investment, while another well-
meaning part is making it economically 

impossible. If the west is serious about 
growing its critical mineral refining, 
recycling and manufacturing 
capabilities, then it needs to adopt a 
coherent strategy. This means, for 
example, ensuring chemical 
regulations are based on robust science 
and proportionate, not rushed through 
at levels that in effect ban whole 
industries without justification, which 
is a realistic prospect for nearly all 
critical battery minerals. 

Finally, I would like to address the 
responsible sourcing of cobalt. It is 
in everyone’s interest to end child 
labour in the Democratic Republic 
of Congo. As was well-captured by 

Harry Dempsey (“The struggle to clean 
up a murky industry”, The Big Read, 
July 7), this takes place in the so-called 
“artisanal” mining sector and is 
inextricably linked to the deep levels of 
poverty, and the high value of cobalt, in 
these mining regions. Ending it 
requires close co-operation between 
governments, industry and civil society 
to give children and families viable 
economic alternatives that mean they 
do not need to go to extreme lengths 
just to survive. 
Dinah McLeod 
Director-General, 
Cobalt Institute,
Guildford, Surrey, UK
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Ivy League endowments 
underpin vital research
Edward Luce’s piece on “The moral 
bankruptcy of Ivy League America” 
(Opinion, July 6) raised important 
questions about the lack of access to 
top-tier private universities, but it 
reflects common misunderstandings 
about private university endowments.

First, an endowment isn’t a massive 
bank account that can be drawn on for 
whatever a university wants. It consists 
of many different funds, often 
restricted by donors to specific 
purposes. Spending is governed by 
strict government rules and the 
fiduciary obligation to maintain the 
fund’s corpus in perpetuity, thus 
safeguarding long-term funding for 
students, faculty and staff.

At many private research 
universities, 20 per cent to 40 per cent 
of an endowment’s value is dedicated 
to research, which is as central as 
teaching to a research university’s 
mission. It is also critical to American 
innovation and competitiveness. 

Universities have long conducted 
foundational research that private 
companies cannot. A conservative 
estimate has shown that every $1 in 
research spending yields at least $5 in 
social gains. Redirecting research funds 
to undergraduate education alone 
would result in the loss of innovations 
that benefit us all.

Universities already spend a large 
portion of their annual endowment 
payouts on supporting students — 
through, among other things, need-
based financial aid programmes like 
ours at Vanderbilt, which has provided 
$2.34bn in aid over the past 15 years.

It’s tempting to think that admitting 
more students at top-tier universities is 
the easy fix. But unless additional 
funding is available, dramatically 
increasing the student body would also 
dramatically reduce spending per 
student, resulting in larger classes and 
fewer research opportunities for 
undergraduates. Such trade-offs would 
fundamentally change the current 
educational experience that makes 
access to private research universities 
so valuable in the first place.

Luce is correct in saying that more 
must be done to enable greater access 
for students who don’t come from 
privileged backgrounds. But private 
research universities remain 
committed to achieving it through an 
extensive list of programmes, including 
the Small Towns and Rural Students 
(Stars) College Network, co-led by 
Vanderbilt and the University of 
Chicago. We must increase educational 
investments in children throughout 
their lives. But draining endowments 
won’t be the answer.
Daniel Diermeier
Chancellor, Vanderbilt University,
Nashville TN, US 

If we want a future that is green, 
circular and more secure, then we need 
access to critical minerals like cobalt. 

In the editorial board’s article 
(“Three inconvenient truths about 
the critical minerals race”, FT View, 
July 14), you outlined three challenges 
facing the sourcing of these raw 
materials, but I would add two of 
my own. 

First is access to finance. Diversifying 
both mined and refined supplies of raw 
materials are political goals, but in a 
free market, any decision to invest is 
primarily economic. If governments 
want companies to invest, then they 
need to make their country the best 

West must support green ways of accessing critical minerals

Benjamin Netanyahu’s Supreme 
Court overhaul has sparked protests

Anjana 
Ahuja
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T he fact that J Robert Oppen-
heimer agonised over his 
part in the creation of the 
atomic bomb is not inter-
esting. Was he meant to 

whistle to work? Harry Truman, to 
whom it fell to use the “gadget”, is the 
more dramatic figure, precisely because 
he made what might be the most
history-altering executive decision 
since Pontius Pilate without much in the 
way of outward qualms.

Christopher Nolan’s biopic of Oppen-
heimer gives the 33rd US president just 
one scene, in which he shambles around 

Opinion

as a provincial buffoon who can’t say 
Nagasaki right. Apart from its over-reli-
ance on dialogue for exposition, and its 
naivete about the chances of total Axis 
surrender, this account of the father of 
Nato is the most jarring thing in a fine 
film whose three hours seldom drag.

Since the last decade, when Donald 
Trump won the presidency, Vladimir 
Putin took Crimea and Xi Jinping set 
China on a more assertive path, liberals 
have tried to put a name to what we are 
defending from these revisionist lead-
ers. The best effort, the “rules-based 
international order”, is terrible. So call
it the Truman Show.

It is Truman who made the founda-
tional decisions of our world: to keep the 
US in Europe after 1945, to garrison vul-
nerable places even farther afield, to 
reduce industrial tariffs. In ending 
American isolation, his predecessor 
Franklin Roosevelt had the “advantage” 
of a world war. Truman set himself a 

harder task: to maintain a forward US 
posture during peace time. The result, 
an empire in all but name, has had costs. 
But the past 18 months have been a sub-
lime education in its uses. Imagine 
Ukraine right now without a committed 
US. In another 18, depending how 
Americans vote, you might not have to. 

The lesson of this decade so far is that 

liberalism isn’t tenable without hard 
power. And there hasn’t been enough of 
a reckoning with the dereliction of those 
who governed before. I am not calling 
for show trials, quite, though it is strik-
ing what gets scrutinised and what 

doesn’t. In the UK, there is an inquiry 
into the Covid pandemic, but not the 
decline of the defence budget since the 
1980s. There were several on the Iraq 
war but not on the (far from warlike) 
response to Russia’s incursions into 
Georgia and Crimea. Could it have been 
firmer? How much did it embolden the 
Kremlin?

The trouble with inquiry-itis, a virus 
not confined to Britain, is its focus on 
acts of commission, not omission. In ret-
rospect, Barack Obama took his serene 
detachment too far, at least in foreign 
policy. Few administrations anywhere 
in the west have dated worse than 
Angela Merkel’s complacent one. Yet, in 
polite society, each of those names still 
carries far less stigma than George W 
Bush or Tony Blair do for the active 
debacle of the Iraq war. That moral cal-
culation might be correct, but it isn’t 
examined.

Truman’s reputation languished for 

decades. His intervention in Korea was a 
horror, and something of a failure. But 
what might have happened had the west 
not shown it would produce counter-
force to almost any communist advance 
anywhere?

If he is neglected (how many western-
ers can picture him?) it is for two rea-
sons. First, he reminds us what liberal-
ism has done to survive this far. The film 
treats the nuclear bombing of Japan as a 
unique moral compromise, and it might 
be. But “conventional” weapons turned 
much of Tokyo to a cinder over the 
course of one night. The allies bombed 
German civilians. As for America’s own 
past, the Union didn’t beat the Confed-
eracy with chivalric jousting.

Liberalism’s blend of high conscience 
and its opposite existed nowhere so 
much as in the person of Truman. He 
decolonised the Philippines. He stood 
up for civilian control of government 
against the would-be warrior-king

Truman set himself a 
hard task: to maintain 
a forward US posture 

during peace time

‘Oppenheimer’ — a great film about the wrong man

India ranks next to Hungary as a democracy
2023 (%) Political rights Civil liberties

While liberal democracy has retreated,
government has become more effective
Effectiveness of governance in India, percentile rank

Most Indians, notably including Hindus, are
highly tolerant of other religions
% of Indian adults who say …

2000 Respecting all religions
is very important to
being truly Indian

Respecting other religions
is a very important part of
their religious identity

They are free to practise their religion

2014 2021
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General Douglas MacArthur. At the 
same time, this product of seriously 
rum municipal politics called the bomb 
a “blessing” long after he used it and was 
complicit in the Red Scare at home. 
Oppenheimer’s urbane manners and 
Vedic learning don’t make him the more 
morally complex man. 

And so to the other reason Truman is 
obscured. Snobbery. It is hard for some 
liberals to accept that we owe our world 
to a failed haberdasher from Missouri: a 
mule-trader’s son, a figure of suave deri-
sion until, in his sixties, he became per-
haps the most powerful human being 
who will ever live. (Neither his prede-
cessor nor his successor had the nuclear 
monopoly.) He leaves behind no treatise 
and few epigrams, much less in trans-
lated Sanskrit. But he knew a liberal 
must learn to walk with, if not the devil, 
then the brute.

janan.ganesh@ft.com

J aguar Land Rover and Ford 
have recently grabbed 
attention and UK and US 
government support with 
plans to build new battery 

plants for electric vehicles. And a Swed-
ish start-up just received the permits it 
needs to operate one of the first nearly 
no-carbon steel plants.

Despite the justifiable excitement, 
this kind of fresh construction will 
not be enough to address the growing 
climate crisis. Just as the world will 
continue to need fossil fuel for many 
years, there are simply too many 

that investment, says Diego Hernandez 
Diaz, a McKinsey partner.

Part of the problem is small improve-
ments do not fire the imagination the 
way whole new technologies do. “It’s 
more exciting to say we have invented 
an entirely new path than to say I have 
retrofitted a factory and it’s 30 per cent 
better,” says David Winter, co-chief 
executive of Standard Industries, which 
sells specialised insulation products 
that can drastically cut energy costs for 
warehouses and other buildings.

Inertia also plays a role: if a factory 
or farm has been running successfully 
for 15 or 20 years, it can feel risky — or 
unnecessary — to mess with operations. 
Adding sensors and automation 
may also rile unions and raise worker 
concerns about being replaced.

The big government climate pro-
grammes, such as the Inflation Reduc-
tion Act in the US, are aimed mostly at 
large-scale new-build projects. That 

“We do this on anybody’s brand of 
equipment,” explains chief executive 
Eric Hansotia. “You are managing by 
the metre rather than by the field.”

Retrofitting extends well beyond 
agriculture. Steel factories are experi-
menting with furnaces that heat with an 
electric arc or hydrogen rather than 
fossil fuel. Some are also installing 
nearby sustainable power sources, such 
as solar panels, to provide electricity.

Pulp and paper factories built in the 
2010s, when energy costs were low, are 
often equipped with production lines 
that are so hot that plant doors are 
propped open in winter. Installing 
capture hoods allows that heat to be 
recycled instead of released. Sensors 
can further save energy by ensuring that 
the machines run at the most efficient 
level, rather than at full blast.

But until Russia’s invasion of Ukraine 
drove up energy prices, few factory 
owners were interested in making 

Roughly 60 per cent of the company’s 
$700mn sales in this area last year 
were to farmers seeking to upgrade at 
a fraction of the cost of buying new. 
AGCO’s sprayer module identifies 
plants in the field and automatically 

adjusts the type and the amount of 
herbicide that is applied, cutting chemi-
cal usage by 70 per cent. Its grain storage 
bin kit detects when a crop is overheat-
ing and turns on blowers to move the air 
around to prevent spoilage.

Both kits work by automating existing 
machinery that is normally operated by 
humans, albeit much less precisely. 

existing machines and buildings that 
cannot be instantly replaced without 
massive disruption or expense.

Decommissioning factories and 
heavy machinery that still have life in 
them can even be counterproductive 
because it wastes raw materials and 
energy and can cause inflation.

But investors should not let corporate 
executives sit on their hands. Retrofit-
ting existing equipment and processes 
can substantially reduce carbon 
footprints and make a wide range 
of industries more sustainable. 
This presents a business opportunity, 
especially as some upgrades earn back 
their installation costs quite quickly.

Take AGCO, a US-listed company that 
has been making tractors and other 
farming equipment since the 1990s. It is 
now carving out a niche within precision 
agriculture, with retrofitting kits that 
use sensors, cameras and artificial intel-
ligence to cut costs, waste and carbon.

Green retrofitting can be cheaper and less disruptive than replacement

Unfortunately, small 
improvements do not fire 
the imagination the way 

whole new technologies do

takes. Demonetisation in 2016 was such 
a mistake. Another was the Covid lock-
down in March 2020, which forced 
some 40mn migrant workers to return 
home, many of them on foot. Moreover, 
such governments frequently have 
over-close relations with business cro-
nies. This one seems to be no exception.

For someone who has long admired 
the vigour and diversity of Indian 
democracy, this growing illiberalism is 
depressing. It is particularly depressing 
given India’s rising role in the world. I 
can see no good reason why a predomi-
nantly Hindu society should not toler-
ate minority faiths. I can see no reason 
either why it has to assail a diverse civil 
society. Yet that is where the Modi gov-
ernment seems to be going.

Those who worry about this will be 
reminded that Hindus are highly toler-

people were lifted out of “multidimen-
sional poverty”, and the incidence of 
poverty declined from 55 per cent to 16 
per cent. The most rapid declines 
occurred in the poorest states and union 
territories. The Modi government must 
take a good part of the credit for this.

At the same time, as Ashoka Mody 
notes, the employment record of India is 
persistently poor. A crucial failure is 
India’s low (and falling) female partici-
pation rate. Moreover, the growth rate 
has not accelerated under the BJP. Even 
today’s “India stack” of universal digital 
access and the successful direct distri-
bution of welfare payments derives 
from the unique identity system created 
by Nandan Nilekani, co-founder of Info-
sys, when Manmohan Singh was prime 
minister. Moreover, strong and central-
ised government can make big mis-

on Modi. Such intimidation makes a 
competitive democracy infeasible. 
Moreover, as is too often the case in first-
past-the post multi-party elections, the 
BJP won a huge majority of seats in 2019, 
despite winning fewer than 40 per cent 
of votes. This is hardly a true majority.

Yet we must remember that demo-
cratic rights do not of themselves fill 
empty stomachs or produce good jobs. 
Encouragingly, a recent report from the 
UN Development Programme argues 
that between 2005 and 2021, 415mn 

in the mid-1970s. But it worked.
Varshney’s hypothesis is that political 

ideology played a central role in first 
creating the democracy and now weak-
ening it. The founders of independent 
India believed in democracy. Over time, 
as its politics became more fragmented, 
politicians thought democracy was in 
their interest, too, since it allowed them 
hope to fight another day. But today’s 
Hindu nationalists have a different 
point of view: for them, a true Indian 
must be a Hindu. Their critics are “anti-
national” and so inherently treasonous.

This perspective justifies administra-
tive and legal action against independ-
ent voices in universities, think-tanks 
and the media. The government can 
now designate any individual a terrorist 
based on personal writings, speeches, 
social media posts, or literature found in 
their possession. According to Rahul 
Mukherji, close to 17,000 civil society 
organisations have been denied regis-
tration or renewal since 2015. Moreover, 
minority rights, especially of Muslims, 
are under attack, not just through the 
law or administrative decrees, but also 
through vigilante violence.

All this is clearly illiberal. But is it also 
undemocratic? Majoritarians argue that 
they are entitled to do what they wish 
because they won. But a dictatorship of 
the majority is still a dictatorship. More-
over, without freedom of association 
and opinion, an opposition cannot func-
tion. Rahul Gandhi, a leading opposition 
politician, has been sentenced to two 
years in prison for remarks he has made 

T oday’s India is an “illiberal 
democracy”. Freedom 
House, the US think-tank, 
puts it at the same level as 
Hungary, whose leader, 

Viktor Orbán, invented that phrase. But 
it rates the components differently: 
political rights, notably electoral poli-
tics, are healthier in India than in Hun-
gary, but civil rights are weaker. Worse, 
the latter have deteriorated substan-
tially under BJP rule since 2014. India’s 
ratings on democracy are still far higher 
than those of, say, Bangladesh, Pakistan 
or Turkey. But it is not a “liberal democ-
racy”: Freedom House simply labels the 
country “partly free”. (See charts.)

Yet, as India’s polity has become less 
liberal, its government has become 
more effective. World Bank indicators 
show that “political stability and 
absence of violence”, “control of corrup-
tion”, “regulatory quality” and “govern-
ment effectiveness” have improved 
since Narendra Modi became prime 
minister. But “voice and accountabil-
ity” and “rule of law” have worsened. 
His government is more repressive and 
more effective than its predecessors

As Ashutosh Varshney of Brown
University notes in “India’s Democratic 
Longevity and Its Troubled Trajectory”, 
the country’s vigorous democracy
was an anomaly. It should not have 
lasted in an agricultural country with a 
significant rate of illiteracy. Yes, this 
democracy was imperfect, with high 
levels of corruption and violence, not to 
mention Indira Gandhi’s “emergency” 

Modi’s India
is walking an 
illiberal path

We must remember that 
democratic rights do not of 

themselves fill empty 
stomachs or produce jobs

ant. According to a 2021 study of reli-
gious attitudes by the Pew Foundation, 
85 per cent of Hindus (who are 80 per 
cent of the population) believe “respect-
ing all religions is very important to 
being truly Indian”. Unfortunately, the 
other 15 per cent are 90mn adults. 
Moreover, nearly two-thirds of Hindus 
say it is very important to be Hindu to be 
“truly” Indian. Thus the politics of reli-
gious identity carry dangers for both 
freedom and stability even in India.

This government rides the tiger of 
politicised religion on what it hopes to 
be a long journey towards the destina-
tion of creating a modern, prosperous 
and strong India. The question is not 
just where it will end up, but whether it 
can avoid being eaten on its journey.

martin.wolf@ft.com

Martin Wolf Economics

The prime minister’s administration 
has taken huge risks in riding the 
tiger of politicised religion

makes some sense for industries that 
need massive investment. A McKinsey 
study estimates the world’s 3,000-plus 
cement plants will not be able to reach 
carbon zero without the invention of 
new technology.

Until then, governments must nudge 
companies to move forward with retro-
fitting — the McKinsey study says alter-
native fuels and energy efficiency can 
cut cement’s emissions by 20 per cent.

Higher fuel prices have done part of 
the work by making energy efficiency 
more financially rewarding, but higher 
interest rates will weigh on corporate 
investment. Additional carrots and 
sticks are needed. Carbon taxes are one 
option. Procurement programmes that 
pay a premium for greener products are 
another. Waiting around for someone 
else’s shiny new projects to save the 
world is not the right option.

brooke.masters@ft.com
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CROSSWORD

No 17,478 Set by MONK

  JOTTER PAD

ACROSS

 7 Goddess starts to tempt Hercules et al 
(4)
 9 Picked up dreadful back in passing? 
Sort of (9)
 10 Colour plan abandoned by daughter 
around noon (6)
 11 Nailed and screwed hinge tab (2,3,3)
 12 Back in Primark, also known as 
inspiring price chopper? (8)
 13 Time includes pitch about slips in 
Vogue, say? (6)
 15 Exchanged suspicion concerning 
fieldwork (7)
 17 English, before term of Gordon Brown, 
produce code in EU (1-6)
 20 Canadian novelist pair that alternately 
avoids crowds (6)
 22 So far, carbon destroyed rose (8)
 24 He sank reds in match finals in Sunday 
BBC snooker broadcast (8)
 26 Chatterbox quietly stops wise guys — 
end of debate (6)
 27 Wild Canada geese shunning extremely 
cold part of The Med (6,3)
 28 Right person finally pursues press (4)

DOWN

 1 Conservative party provides cover for 
English novelist before a night attack (8)
 2 Merry, so need port (6)
 3 Tax I dismiss in New York City (7)
 4 African flag hoisted on outskirts of 
Abidjan (8)
 5 Definitely not what characterises 
heroes? (2,4)
 6 Tense first 40% leaving Dhaka, capital 
of Bangladesh (4)
 8 Let Afghan itinerant turn to one side 
(4,1,4)
 14 Husband in TV might, in audition, do as 
he likes? He does (9)
 16 County with agency backing plant (8)
 18 Sport that demands putting success 
above all else? (8)
 19 Look note up in copyright over 
rhythmic ballad (7)
 21 Defunct mobile network having zero 
scope (6)
 23 Instrument in spacelab my cosmonaut 
held up (6)
 25 Estate, say, cut by unknown ruler (4)

Solution 17,477

You can now solve our crosswords 
in the new FT crossword app at 
ft.com/crosswordapp

Nobody wants to pay for somebody 
else’s bad luck or misjudgment. But 
that is the essence of insurance. The 
problem is illustrated by wrangling 
between US banks over the $15.8bn 
cost of containing bank runs earlier 
this year.

The US Federal Deposit Insurance 
Corporation stepped in at struggling 
institutions such as Silicon Valley Bank 
to backstop uninsured deposits. It now 
wants to recoup the cost to replenish its 
funds. It would do so via a 12.5 basis 
point special levy on the balance of 
uninsured deposits at 113 banks. 

This week, the FDIC said some banks 
were relying on suspect methodology 
to calculate uninsured deposits. They 
were excluding deposits that were 
otherwise uninsured but backed by 
collateral, it said. The likely result 
would be a lower levy on the bank.

S&P Global has noted that several 
banks recently lowered their uninsured 
balances for the end of 2022, the point 
at which the assessment will be based. 

Jefferies analysts estimated in May 
that the special assessment would, on 
average, reduce annual earnings per 
share by 2.5 per cent within its bank 
coverage universe. But the range of 
outcomes was wide. Some would pay 
dearly for a crisis not of their making.

The FDIC is required to maintain a 
deposit insurance fund equivalent to 
1.35 per cent of overall insured 
deposits. Its regular assessment is 
based on bank liabilities, implying an 
institution with higher equity capital 
funding will pay less, all being equal.

A lobbying group for big banks said 
recently that its members were being 
inequitably treated by the new special 
assessment. They cited ironclad 
regulation and the deposit inflows this 
inspired during banking turmoil.

The FDIC is right to dismiss special 
pleading for lenient assessments. The 
essence of deposit insurance is that it 
protects a minimum amount — in the 
US set at a generous $250,000. Securing 
exemptions for sums above that 
displaces cost and risk to lenders less 
adept at gaming the system.

FDIC/deposit insurance: 
collateral damage

Thales’s cyber security and identity 
divisional revenues are expected to 
reach €4.5bn by 2024, including 
Imperva’s €450mn contribution. 
Profitability will rise from an estimated 
ebit margin of 14.5 per cent to 16.5 per 
cent in 2027. Cost savings will help, 
with €44mn targeted by 2028. 

These are all solid reasons to take an 
interest in Thales shares, which have 
risen by just over half in two years. 

There is another reason. Thales has a 
cyber protection division for 
non-civilians. The company talks very 
little about this business but there is an 
obvious overlap with Imperva’s 
research and development spending. 

Digital attacks on western 
infrastructure cannot be ruled out. In 
this event, demand for Thales’s 
services could rise further. 

overlap with Imperva’s growing civilian 
data security and access specialisms 
will contribute to cost savings. 

Imperva’s application security 
offerings, such as firewalls, add a new, 
faster-growing segment. The main 
difference lies in customers. Unlike 
Thales’s core, most cyber security 
customers are civilian enterprises.

Thales is paying an enterprise value 
of just over six times 2024 sales for 
Imperva. When buyout group Thoma 
Bravo took the business private in 2018 
for $2.1bn, it paid about five times. 

There is cause for the rise. Thoma 
Bravo grew Imperva’s sales, invested 
and made it profitable. Meanwhile, US 
cyber security rivals such as Palo Alto 
Networks and CrowdStrike trade well 
above that multiple on nine and 11 
times sales, respectively. 

The slower its progress, the harder it 
will be for the carmaker to revisit its 
China glory days.

A new cold war is heating up. Western 
defence companies are rethinking their 
tactics. French defence group Thales is 
best known for missiles and machine 
guns. But cyber security was part of its 
most profitable division last year. 
Yesterday, it bolstered that division by 
acquiring data and application security 
group Imperva for €3.2bn.

The backbone of Imperva’s business 
is a digital identity company it bought 
for €4.8bn in 2019 called Gemalto. The 

Thales/Imperva: 
cyber time

Toyota is running out of road in China, 
formerly one of its strongest markets. 
It has cut the jobs of about 1,000 
factory workers in the country before 
the end of their contracts. 

Toyota was once one of China’s 
favourite foreign car brands. But 
deliveries slipped for the first time in a 
decade last year to 1.9mn, despite 
market growth of 9.5 per cent. That 
came as a shock: bulls had expected 
declining sales to reverse as new 
electric car models launched in China.

Instead, Toyota may have missed its 
moment. Sales fell 9 per cent in the 
first half. Honda and Nissan have also 
posted weak sales in China lately. 
Mitsubishi Motors suspended its China 
operations this month. Shares of 
Guangzhou Automobile Group, 
Mitsubishi’s joint venture partner, are 
down 38 per cent over the past year.

China has made an extraordinarily 
rapid shift to electric cars. Toyota has 
been slow to adjust. Tesla and BYD, 
thanks to their broad electric line-ups, 
are performing well. Shares of Toyota 
are up 30 per cent this year and trade 
at 10 times forward earnings. Investors 
believe the group is serious about going 
fully electric after its hydrogen foray. 

The renewed popularity of hybrids in 
China shows that electric models are 
not the only problem there. There was 
an unexpected, almost 90 per cent 
increase in plug-in hybrid car sales in 
China in the first quarter. Sales have 
remained strong in the second quarter, 
accounting for almost half of all “new 
energy cars” sold in June. 

That should have boosted Toyota’s 
sales. Hybrids account for about a 
quarter of its total sales in China. Yet 
BYD dominates the hybrid market.

Japanese cars have long been popular 
in China. They claim a fifth of the 
largest car market. But Japanese EVs 
and hybrids are becoming a turn-off 
for Chinese consumers. Toyota has 
pledged to accelerate development of 
EVs tailored to the Chinese market. 

Toyota/China: 
stranded brand

Bayer’s 2018 acquisition of US crop 
science group Monsanto is the takeover 
that keeps on taking. This week’s 
€2.5bn impairment charge adds to 
extensive damage. It will reinvigorate 
activist demands for a break-up.

Bayer paid $65bn for Monsanto 
assets that included glyphosate 
weedkiller Roundup. Management 
initially underestimated the cost of an 
accompanying health scare, as 
managements do. Allegations that 
Roundup is carcinogenic have 
prompted lawsuits.

Bayer trades at a depressed 
enterprise valuation of about seven 
times forward ebitda. Change may be 
in the air. Werner Baumann, the chief 
executive responsible for the Monsanto 
purchase, has stepped aside after a long 
period of poor stock performance. 
Replacement Bill Anderson started last 
month. As a former Roche executive, 
his expertise is drugs, not weedkillers.

A couple of things look odd about the 
impairment. It is small, given that 
Bayer has some €39bn of goodwill on 
its balance sheet, more than half of 
which derives from the Monsanto 
acquisition. And Bayer blames a weak 
glyphosate market — which might be a 
temporary phenomenon — for the 
writedown. About 60 per cent of sales 
are generic products, most of them 
made in China.

It is to be hoped that Anderson will 
substitute signal for noise when he 
presents earnings on August 8. He 
should signal whether a restructuring 
is likely. Activists Inclusive and 
Bluebell have called for this. They 
favour a spin-out of the crop science 
unit, a business that troubles ESG 
investors. That would make sense. 
Even at 10 times next year’s ebitda, a 
sixth cheaper than rivals FMC and 
Corteva, Bayer’s crop science unit 
should be worth €60bn, 2024 Visible 
Alpha estimates imply, albeit 
undiscounted for a long tail of legal 
claims. Compare that with the group’s 
total enterprise value of €86bn.

Bayer has argued that cash flow from 
crop science, and its consumer health 
unit, help fund its pharma pipeline. 
But Bayer’s persistently low multiple 
against agrochemical and pharma 
peers underscores the need for change. 
Anderson wishes to boost pharma, for 

Bayer/Monsanto: 
coming a cropper

example by removing centralised 
research budgeting. But that could take 
years to lift the group’s low valuation. 
Like all incoming bosses, he has a brief 
window to cut loose a problem 
division. He should exploit it.

Twitter: @FTLex 

The UK was an early and eager 
adopter of inflation-linked bonds. 
Ministers used to boast that tying 
debt interest payments to the retail 
price index underlined their 
inflation-busting credentials. The 
policy has not aged well. 

“Linkers” account for a quarter of 
the UK’s debt. Rampant inflation is 
set to push this year’s interest costs to 
the highest levels in the developed 
world. Debt interest will be a 10th of 
government spending — £110bn — in 
2023, according to Fitch. The UK will 
have to sell more bonds to cover the 
deficit. The Debt Management Office 
expects to issue a near-record 
£241bn worth of gilts in the coming 
financial year. 

What is the impact of selling so 

much debt for investors? It may make 
little difference. Some domestic 
investors have regained a taste for gilts 
after last year’s rout. Bank of England 
governor Andrew Bailey has restated 
his commitment to bringing down 
inflation. The UK’s largest asset 
manager, Legal & General, recently 
said it was buying bonds. It expects 
fixed income to benefit from a renewed 
appetite for safety. 

The driver of yields has historically 
been rate expectations rather than 
supply. Forecasts drove the vast 
majority of the 300 basis point increase 
in 10-year gilt yields since February 
2022, according to BoE analysis. That 
suggests the end of quantitative easing 
has had little effect on yields.

Yet some nervousness is justified. 

Many corporates are transferring 
defined benefit pension schemes, 
historically a driver of bond demand, 
to insurers. These typically invest in a 
wider range of assets. Private foreign 
investors already hold more of UK 
debt — 25 per cent — than in most 
other G7 countries. 

Higher interest rates are feeding 
through to debt servicing costs more 
than twice as rapidly as in the past. In 
1981, the last time the RPI was in 
double figures, the UK had only just 
started to issue index-linked gilts. 

Historically, inflation helped 
governments lighten their debt 
burden. Now it is having the opposite 
effect. That underlines the incentive 
to vanquish it — a vindication of sorts 
for advocates of linkers.

Source: Refinitiv

Source: Fitch

UK’s debt costs surge ahead of peers
Interest payments as a percentage of government revenues

Source: Bloomberg
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UK’s debts: linkers are stinkers
An unusually large proportion of British government debt is linked to prices. That has helped push the 
UK’s debt interest bill higher than for other developed countries. After a sharp rise, gilts offer some of 
the steepest yields in the developed world.
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