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Thousands dead after biggest quake
in 84 years shakes Turkey and Syria

@ Two shocks hit region @ Tremors felt in Egypt @ Race to rescue those trapped @ Death toll still rising

ATLA JEAN YACKLEY — CHICAGO
/A JALABI —
ADAM SAMSON — LONDON

‘Turkey was battling to respond to a his-
toric natural disaster last night after its
biggest earthqualke in almost a century
flattened neighbourhoods across the
country’s south-east and in northern
Syria, leavinga death toll rising through
the thousands.

Yesterday’s 7.8 magnitude quake
destroyed thousands of buildings when
it hit shortly after 4am local time, driv-
ing people into the streets in near-
freezing temperatures. Yet more devas-
tation waswrought by asecond quake of
7.5 magnitude that struck hourslater.

Syrian regions impoverished by years
of war were also badly hit by the quake,
with tremors felt as far away as Leba-
non, Egypt andIsrael.

“Because the debris removal efforts

‘Hundreds of families’
are still trapped under
the rubble in Syria’s
north-west Idlib province

are continuingin many buildingsin the
earthquake zone, we cannot know how
high the number of dead and injured
will rise” T\ukish president Recep
‘Tayyip Erdogan sai

Underlying the sc:le ofthe challenge
facing the nation, he described the dis-
aster as Turkey’s “biggest catastrophe”
since a 1939 quake that killed about
33,000 people.

By last night, Turkishauthorities said
at least 1,651 people had been killed in
Turkey and more than 8,500 injured,
with the tally all but certain to rise. In
Syria, more than 430 people were con-
firmed dead in government-controlled
areas, while more than 380 civilians
perished in the north-west Syrian
region controlled by the opposition.

UN secretary-general Antonio
Guterres called for international assist-
ance, telling a General Assembly session
that people in the quake-hit country

“were already in dire need of humani-
tarian aid”.
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A resident is pulled from the rubble in Jandaris, in the rebel-held part of Syria’s Aleppo p
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Turkey is criss-crossed by faultlines
and small tremors are a near-daily
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Fed’s view of the world at odds with markets
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» China anger over balloon
Beijing has accused Washington
of dealing a “serious blow” to ties
after the US shot down a Chinese
balloon that had traversed its

A powerful
‘measuring 7.6, struck Istanbul and the
surrounding area in 1999 and exposed
poor construction standards that con-
tributed to the deaths of 18,000.

Yesterday's quake wreaked havoc
hundreds of kilometres fromts epicen-
tre in Gaziantep, southeastern Turkey,
with dozens of aftershocks as well as a.
second strong quake 60 miles away that
hit in the early afternoon. An initial
Turkish assessment estimated that
almost 3,000 buildings had been
destroyedacrosstheaffected areas.

As interior minister Siileyman Soylu
signalled his country’s willingness to
accept international aid, the US, the UK,
the Netherlands, Russia and Azerbaijan
were among countries to offer assist-
ance, state mediasaid.

Turkey dispatched military and cargo
planes with supplies for the rescue
effort and the Red Crescent humanitar-
ian agency sent mobile kitchens, more
than 1,000 tents and almost 20,000
blanketstothearca.

Turkey’s Islamic Relicf aid organisa-
tion launched a $20mn
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» Zelenskyy set for EU visit
The bloc has begun preparations
to host the Ukrainian president at
2 summit in Brussels this week,
though security concerns risk
derailing the trip— Pace 2

» Russian deficit hits $25bn
Moscow’s budget gap has soared
asthe Kremlin steps up defence
spending while western sanctions
begin to bite into oil and gas
eVENUES.— PAGE 2; SEE DATAWATCH

» Court cuts Orcel’s payout
A court has upheld Andrea
Orcel’s lawsuit against Santander
but cut the sum the bank has to
payto €43.5mn, in the latest twist
in the compensation saga.— pace &

» Nigeria banknote chaos

The country’s attempt to replace
its high-denomination currency
notes has descended into chaos,
with i

campaignas it warned that its supply of
mattresses, blankets and other bedding
might run out within hours.

In Syria’s north-west Idlib province,
“hundreds of families” were still
trapped under the rubble, accordingto
Syria Civil Defence, a group of western-

and long queucs at ATMs.— Pace &
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ity of whom require humanitarian aid,
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Much of the medical infrastructure
was destroyed in the war. A video from
the Syrian American Medical Society,

Source:CREA

Russian ravenues from fossil fuel exports
have fallen sharply recently. Germany
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west, showed chaotic scenes in Aleppo.
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Rothschild family’s investment bank
valued at €3.7bn in move to go private

HARRIET AGNEW, OLIVER RALPH AND
IVAN LEVINGSTON — LONDON

The Rothschild family is planning to
takeits investment bank, Rothschild &
Co, private in a move that values one of
the most renowned names in global
finance at €37bn.

Concordia, the Rothschild’s family hold-
ing company that owns 38.9 per cent of

7.5 per cent of the voting.

Itsaid: “Each of the businessesis bet-
ter assessed on the basis of their long-
term performance rather than short-
term earnings”

The move comes amid a global slump
in dealmaking driven by rising interest
rates and economic uncertainty that
brought a period of frenzied uuv'n'y

Rothschild’s origins go back more
than 200 years but the roots of the cur-
rent structure of Rothschild & Co dates
t0 a 2012 merger between the then-
separate French bank and UK merchant
bank NM Rothschild & Sons. The deal
unified its corporate structure under
the French parent g;mup and putan end

during the peak of toan
abrupt close. Concordia p]ans to offer €48 per
The drop in share, 219 per cent to Friday's

A§7000cGsTy | rights, said yesterday that itwasintalks  has hampered advisers who dapmd on  closing price, valuing the group at
ME0 | with banks and investors to finance an  such activity to generate their lucrative  €3.7bn. Shares in the company jumped
1555 | offerforthe Paris-listed group. flees, including investment banks such  nearly17 percentto €47 yesterday.
Rupz0 | Rothschild & Co has three divisions: ~ as Goldman Sachs that have cut thou-  Rothschild & Co has worked on some
RpiS000. | global advisory, wealth and asset man-  sands of jobs: of the biggest deals in Europe over the
¥50peih | agement, and merchant banking Con- The Rothschild family's intention to  past year, including Volkswagen' iniial
Wa500 | cordia hese businesses  take their boutique company private  public offering of Porsche, Covéa’s $9bn.
needed the public tothetrend of thepasttwo  acquisition of Partner Re, and the
equity markets and, given their long-~ decades smaller ionalisati p
term nature, it mad th dLazard  Uniper.
groupto be private. smghtwhhchsungsmtheus Lexpage 18
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Ukraine president

Brussels prepares to host Zelenskyy

Security concerns high in
plans for second foreign
trip since all-out invasion

HENRY FOY AND SAM ELEMING
BRUSSELS

The EUis preparing to host Volodymyr
Zelenskyy at a summit in Brussels this
week, accordingto people briefed on the
plans, who stressed that security con-
cerns risked derailing the Ukrainian
president’s trip.

Zelenskyy is also expected to address
aspecial msmnalmeinmpean parlia-

itsfull-scale invasion almost 12 months  risksif[ Thisistrue” he

. told reporters on Friday when asked
 Oloadias i i Vol b ible visittoBrusselk

the EU, A for Michel, who chairs

entry into the bloc. EU member states
are collectively the biggest supplier of
arms to Ukraine after the US. Last
month, the EU began rolling out an
€18bn loan package for the country.

‘The Ukrainian leader hosted Ursula
von der Leyen, president of the Euro-

-an Commission, and Charles Michel,
head of the European Council, in Kyiv
lastweek.

Asked about the prospect of a visit to
Brussels, Zelenskyy emphasised the

ment, in what- isit
outside Ukraine since R\mu launched

¥
trip. “Frankly speaking, there are big

‘Frankly speaking, there
are bigrisksifIgo
somewhere, This s true’
Volodymyr Zelenskyy

meetings of the 27 EU leaders, said:
“There is an open invitation to Presi-

dent Zelenskyy to visit Brussels.” A
spokesperson for Roberta Metsola,

A spokesperson for Zelenskyy also
declined to comment. The Ukrainian
president’s only visit abroad since Rus-
sia invaded Ukraine on February 24
2022, was a December trip to Washing-

forces brace for a large-scale attack by
Russian troops. The Kremlin is:

to regain the initiative in the war and
seize the rest of the Donbas region in
eastern Ukraine. Ukrainian officials

ton, where h ith USpresi-  ha repeatedly in recent days

dent i d adds ed ajointses-  about i i

sionof Congress. ‘While von der Leyenand Michel have
The EU’s 27 leaders were already  been strongly advocating for Ukrainian

scheduled tomect in Brussels on Thurs-
day for a summit, where topics will
include Ukraine, migration and a
response to the US Inflation Reduction
Act.

Zelenskyy has regularly addressed

the European Council since the war
Tavn e fe

accession into the EU, some European
capitals are far more cautious.

The plan was discussed on Thursday
during a meeting in Kyiv between the
Ukrainian government and more than a
dozenEU issioners as well as von

War economy
Russia suffers
budget deficit
of $25bn after
oil and gas
revenues fall

MAX SEDDON AND ANASTASIA STOGNEI
RIGA

Russia’s budget deficit hit Rbs1.76tn
($25bn) in January as the Kremlin
stepped up defence spendingand west-
ern sanctions began to hit the country’s

derLeyen.
S

prcsndgnt of the European
tocomment.

‘The potential trip comes as Ukrainian

ing by Christopher Miller
in Kyiv

Big producers Indonesia and
Malaysia say the proposed

law is protectionist and unfair

MERCEDES RUEHL — SINGAPORE
ALICE HANCOCK — BRUSSELS

EMIKO TERAZONO — LONDON

The world’s two largest palm oil produc-
ers, Indonesia and Malaysia, are leading
international criticism of a planned EU
deforestation law they say s protection-
ist and discriminatory.

‘The legislation, preliminarily agreed
between MEPs and the EU and set to be
approved by the Furopean parliament
at a plenary vote in late March, is the
firstin the world to ban imports of prod-
ucts linked to deforestation, including
cattle, cocoa, coffee, palm oil, soya,
‘woodand rubber.

Jakarta and Kuala Lumpur have said
the legislative process lacked proper
consultation, with Malaysian deputy
prime minister Fadillah Yusof calling it
“a deliberate act by Europe to block
‘market access” and threatening to ban
palmail exportstothe EU.

Campaigners expect morestrong lan-
guage to come out of Jakarta this week
‘when Yusof meets Indonesia’s co-ordi-
‘nating minister of economic affairs, Air
langgaHartarto.

‘The two countries have already railed
against the EU phasing out palm oil asa
rencwable biofuel, a move Malaysia
deemed

Agriculture. Import controls

EU deforestation rules anger palm oil growers

tensions between the EU. and Indonesia
over Jakarta’s nickel ore export ban,
about which they are in d.ispute atthe

Wm}dTraﬂeOw
Proposed in 2021, the plilmtd defor-
estation law to pro-

‘WTO rules. In the US, some.
have signalled that the EU lcg|slauun
could accelerate negotiations on the
T

Businesses will hxvc to monitor

Stripped bare: heavy scrutiny from non-governmental
in hudl lmve increased the traceability of
state, Brazil. i il i

The nation is In indom:sxx, farest converted to oil
among many

that regard the 90pcrnc)|( lﬂwcrt]lanbhrpeakmlﬂu

EU’smove as

but production vnlumes have jumped
T2percent,

potential depending on
‘which level of risk their region is in —

high, standard or low — according to a
: deelopedtytte

vide a certificate to prove their goods
‘have not been produced on land defor-
ested after the end of 2020. In what
Michael Rice, a lawyer at not for profit
group ClientEarth, calls “a gold stand-
ard for protecting forests”, the law also
Tequires importers to collect precise
geolocation information on the growers
ofthe commeoditics.

Environmental experts hope the EU
‘measure will become a global bench-
mark. Voluntary pledges by US and
‘European importers to eliminate palm
ol linked to deforestation, destruction
of peatlands and labour exploitation
from their supply chains have spread to
other playersin China and South Korea.

The law is particularly galling for the
two South East Asian countries. Under

Amant percbeFeuters

deputy director of supply chain trans-
parency group Trase.

Comparedwith the soyabean and beef
industries in Latin America, “the Indo-
nesian palm oil sector is much more
transparent and at a high level of com-
mitment”, she said.

Brazil, Argentina, Chana, Nigeriaand
Canada — all agricultural exporters —
also regard Brussels’ move asa protec-
tionist measure.

Coming shortly after the EU intro-
duced the world’s first carbon border
tax, designed to put a levy on the emis-
i i i bl

European Commission.

“Extended traceability requirements,
especially from low-risk countries, will
be a burden for the value chain,” said
Jori Ringman, director-general of the
Confederation of European Paper
Industries. “It may also be difficult for
public authorities to process this
amount of information.

Agricultural exporters are pushing
back on what they say are “one-sided”
clements of the law, including the EU’s
definitions of deforestation and forest
degradation. The bloc hzsus:ﬂ LhEUN's

Iysts in Brussels are concerned the
deforestation law could be viewed as a.
trade barrier and discriminatory to im—

Foodand
inition, which is more stnngentﬂnm
that of most governments.

Exporters are also concerned about

eign suppliers, th

the system and the still

‘Extended

traceability,

especially
from
low-risk
countries,
willbea
burden for
the value
chain’

The official figures are the latest sign of
the damage the invasion of Ukraine con-
tinues towreak on the economy nearlya
year into President Vladimir Putin's
invasion of Ukraine.

Revenue from oil and gas fell 46 per
cent year on year to Rbs426bn, the
finance ministry said yesterday, blam-
ing the drop on falling prices for Urals,
its main crude export blend, and a
decline in natural gas exports. Urals has
traded at a significant discount to the
global benchmark Brent product since
the conflict began inlate February 2022.

Expenditure ballooned by 59 per cent
year on year to Rbs3.12tn in January
2023, amid largely classified plans to
ramp up defence spending to Rbs3.5tn
this year. Ukrainian officials have
warned inrecent days they believe Rus-
siaisset to launch a bigoffensive in the
coming weeks to mark the first anniver-
saryofthe conflict.

Natalia Lavrova, chief economist at
BCS Global Markets, the investment
banking arm of the brokerage, said the
figures marked the firsttime inits mod-
ern history that Russia had increased
spending drastically at a time when rev-
enues were falling sharply.

“The only time we saw something
similar was in 2015, when spending on
national defence increased sharply,” she
said. “However, the huge difference
between 2015 and 2023 is that, back
then, the revenues dynamics was not as
disastrous”

The drop in oil and gas revenue was
accompanied by a 28 per cent fall in
other revenue to Rbso31bn, the finance
ministry said, ascribing it to adecline in
value added tax and corporate tax tak-
ings. The only similar decline in tax rev-
enues on record was during the first
‘wave of the Covid-19 pandemic in 2020,
Lavrova said, when Russia imposed
extensive! measures.

“Itis obvieus that budgetary risks are

both on the spending and
L dded

untries'level of o risk

Companies will have to present pre-
cise information about where their
products have been grown. Indonesia
and Malaysia claim the legislation
unfairly affects millionsof smallholders
whoarc unabl

‘Moscow, whichtypically derives up to
half of ts revenues from oiland gas, off-
set the blow to its economy from west-
ern sanctions through increased vol-
umes qr discounted energy sales to

China and India amid

Chnxloph: Hansen, lead negotiator
for the EU parliament on the law, said

prices last year.
But Putin’s “cconomic mobilisation”
drive to s\!ppnn the war effort has

h had pushed fe I
that obliges the commission to help
other countries support smallholders to
comply with the law. The abscnce of

driven
have pushed Russia to sell Urals at an
average price of $49.48 a barrel last
month, a 41 per cent drop year on year

indigenou:
people has i
contention.

The regulation will only come into
force 18 months after it is formally rati-
fied, s0 campaigners expect implemen-
tation in late 2024. During this period
there will be talks between EU and
exporter governments over the design
of the risk benchmarking system. The
lawis subject to review after one year to
see if “other wooded land”, such as
savannah, should be included.

f the §70-a-barrel level
e Russia’s budget.

The ongoinghit to Russia’s coffers has
prompted the finance ministry to look
forways to compensate for the wideni
deficit. Russia sold Rbs38.5bn of Chi-
nese yuan and gold from its rainy-day
National Welfare Fund last month and
plans to issue Rbs800bn in local bonds
in the first quarter 0f 2023 as part of a
maove to raise this year's domestic bor-
rowing to Rbs2.5tn, from a previously
planned Rbsl7tn.
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War fallout

Moldova premier urges bloc to step up anti-trafficking help

HENRY FOY — BRUSSELS

Moldova’s prime minister has warned
that the country needs more security
support from Brussels to tackle rising
levels of attempted trafficking of peo-
ple and arms from conflict-wracked
Ukraine.

The country s “sceing an increase” in
arms, people and goods trafficking,
Natalia Gavrilita told the Financial
Times. “We do not want to become a

’had achieved “successful effortstostop
traffickingofarms and people”.

But it needed more support, she said
on the eve of two days of meetings with
the European Commission, “sowe don't
allow these trafficking networks to

grow”.

Gavrilifa said she expected the meel-
ingsto cover whether the EU could help
Moldova strengthen ts border security.
“This is an area of mutual interest and
bencfit,” she said. “We want to be con-
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Smuggling of arms, people and goods
from Ukraine has been a big fear for EU
countries since Russia launched its
invasion in February last year, exacer-
bated by the vast amount of weapons
supplied to the country over the past 11
months and the high levels of people
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In response, Brussels set up a “sup-
port hub” based in Moldova in an
attempt to track and curb trafficking
attempts. That initiative, Gavrilita said,

Home affairs ministers from EU
nations agreed at a meeting held in late
January that tackling people and arms
trafficking from Ukraine should be a
key focusarea of the bloc’s security poli-

cies.

The EU is already Moldova's most
important backer, providing a sharp
increase in financial and humanitarian
support since the war began. Last
month, the union said that it would
provide an additional €145mn to the
count

try.
Russia’s invasion has destabilised its
ex-Soviet neighbour. Moldova has had
i .

ugees and the disruption of its energy
supplies and trade flows, sparking an
economic crisis. L kers also fear

trade liberalisation, access to the EU's
mobile phone roaming area and the in-

that the conflict could spread across its
borders.

Moldova applied for — and was
granted — EU candidate status in June

Those accords would “show the
Moldovan people the real benefits of
being a candidate country to the EU”,
shesaid.

alongside Ukraine, in a boost to the  Russiais still subjecting the country to
strongly pro-western leadership that “clements ofhybrid war, Gavrilfa said,

of the in2021 after cyber attack inits
years of governments featuring pro-  history last year, disinformation

Russian parties.

Gavrilita will this week sign joint
agreements with the EU on customs, fis-
cal co-operation and health, and discuss

Mnldnva PM Natalia Gavrilita is

pumped through pro-Russian media
outlets and anti-government protests
ﬁmdadbymuledpmknsnmbumesx

Clusmsn haslong been subject to Rus-
sian destabilisation efforts, including a
blackmail attempt by Kremlin gas
monopoly Gazprom last winter when it
used the threat of exorbitant energy
prices to try to get the country to aban-
don pro-EU policies.

“We will discuss [with EU officials]
the whole spectrum of problems that
Moldovais facing,” Gavrilitasaid. “Talk-
ing about continued support and then
other areas where we could move for-
ward to make sure that we build the
resilience of the Moldovan economy, the

border security
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Authorities race to tackle growing
humanitarian crisis following quakes

Scenes of devastation in towns and cities in southeastern Turkey and over border in northern Syria

FT REPORTERS Residents roamed the streetscalling. 200 km
for help as they surveyed the rulns of | FiS1 @arthquake —
Lana Abdel-Hamid had just cnough  their citics. One man in Elbistan, a town Intensity. GEOREGIX
member videoed flattened p—
ofher fami her in disbelief, crying out: “This _-*% More
Syriancity of Aleppo before the minaret  was our main high strest. We're without ity
of the neighbouring mosque collapsed  hope” A castle that stood sentinel over Ankara_
ontopofthe building. Gaziantep for hundreds of years suf- /
“God saved me and my children. fered significant damage, underscoring Ty p K £y
‘When the shaking started I grabbed  the historic level of power exerted by
them and ran outside,” said the 26-year  thequake.
«old mother of two. “But we still haven't Rescuers were able to pull a child out
found my father. I'm scared for nightto  of the rubble of a collapsed apartment
come before we've found himand our  block in Adana province, while carth-
neighbours and I'm worried for another  moving equipment cleared mangled
uake” steeland concrete in Diyarbakir as res-
Such desperate scenes were repli-  cue workers called out for survivors.  Mediemanean . IRAD
cated across northern Syriaand south-  The desperate scarch continued as Sea BEE U = SYRIA
eastern Turkey, where i night. Rescue workers LEBANON
yesterday racingto d at: i to hear Epicentre of 7.8 magnitude o
was  potential victi the rubble. first eartg Damascus e
rocked by its worst earthquake ineight  In Adana province, one social worker 4il7amlocal fime, Feb6 - o=
decades. who dedlined to give their name m:— ISRAEL| |\ SonaAN El
“I'he initi witha f :
7.8, and series of strong shocks that fol- ~ “I ran here when the emhqun]m ursL SR ek o< ‘
lowed caused devastationintownsand  happencd. When 1 first came to the Second earfhquake - 200km
cities in southeastern Turkey andover ~ debris, 1 heard the sound of people Black Sea
the border in northern Syria, killing ~ sereamingouttor help.” Intensity .
more than 2,400 people and leaving Many of Adana’s residents recalled . E=m Epicentre of 7.5 magnitude
‘many more injured. The death toll is thedeadly quake that struck the cityin %% g o second earfhquake which struck
expectedtorise significantly, 1998, “I'his is bigger than that, defi- JahiT 2 fun ecal e oD & I
“rhe first, most devastating quake, nitely bigger” said Giil 1urnali, a house- Ankara i
sietich et thetlkiEh S lon SRl )
off ‘Turkey's Red Crescent
shockwaves that could be ieh as far  agency has sent emergency aid to the TURKEY
away as Egypt and Israel. A second  area while the Islamic Relief aid group Kahi J
q\nkc hit about 60 miles away several  warned that basic suppliessuchas blan-
hours later, with dozens of smaller kets could runoutwithin hours. o ~
tremors also shaking the region, felling Syrian state television showed footage Adana b
housands of buildi i of rescue ing for survivors .
ple running out into the streets for instormy weather, with health officials Alerko
safety. asking the public to help rescue their e
Residents in several Turkish prov-  neighbours and take them to hospitals. | Medfferranean = ("" 0% SYRIA
inces fled their homes in near-freezing A video published by the Syrian Ameri- LEBANON
temperatures, rainand snow, according  can Medical Society, which supports 7l
towitnesses. Video footage showedres-  medical facilities in the north-west, Damascus
cue workers digging through rubble; on  showed a chaotic emergency room at ! z
one strect in Gaziantep, an apartment  the Bab Al Hawa hnspltal in Aleppo ISRAEL!  joRpAN

building collapsed cven as rescuers
warkednearby.

“overlawinguthcases”

with

‘God saved
meand my
children.
When the
shaking
started I
grabbed
them and
ran outside’

for victims and
survivors amid
the rubbleof a
building that
collapsed in
Adana, south-

cast Turkey
Eimet

hallways” the group

Tectonic threats

Calamitous
seismic events
are decadesin
the making,
say experts

CLIVE COOKSON

The devastating earthquakes that
struck Turkey and neighbouring Syria
with tragic force were centred on one of
the world’s most seismically active —
and politically turbulent —regions.

Strain accumulated over decades as the.
Earth’s slow-moving tectonic plates
pushed against one another was
released in a few seconds, causing vio-
lent vibrations as rock masses suddenly
overcame friction and snapped past
eachother.

Such seismic stresses build up in the
region of Turkey because the Arabian
plate is pushing the Anatolian plate
westward at a rate of about 2cm per
year, according to David Rothery, a pro-
fessor of geosciences at the Open Uni-
versity in the UK.

Joanna Faure Walker, head of Univer-
sity College London’s Institute for Risk
and Disaster Reduction, said: “Turkey
has experienced the deadliest carth-
quake worldwide four times in the last
50 years —in2020,1999, 1983and 1975

Yesterday's first quake, which hit in
the early hours with a magnitude of 7.8,
originated at the southwestern end of
the East Anatolian fault near its junc-
tionwiththe Dead Sea fault system. The
quake was all the more devastating
because it took place at a relatively shal-
lowdepthaf18km.

The second big quake, only slightly

at magnitude 7.5, followed

said, addmgthat several of its hospitals
had sustained “severe damage” includ-
ingIdlibHospital, where newborns were
evacuated to a nearby facility that was
still operating.

The affected area of north-west Syria
is one that was devastated by 12 years of
war, which wiped out much of thearea's
infrastructure. It is also one of the last
remaining pockets held by what

nine hours later about 100km north-
castofthe original tremor, at adepth of
just 10km. There were also dozens of
other smaller quakes, or aftershocks.
“The two events are almost certaialy
connected; said Mark Allen, head of the
earth science department at Durham
University in the UK. “Releasing the
stress on one fault zone can load up the
stress on another, where it then dissi-

remains of Syri;
which could complicate the rescue
efforts.

Heavy storm rain and snowfall was
making access to the damaged areas
more difficult, with “hundreds of fami-
lies” still trapped under the rubble, the
Syrian Cvil Defese, also known asthe
White Helmets,said in astats

pats

The ExstAnmnhnn fml]l zone, which
was responsible for yesterday’s events,
has been relatively quiet over the past
century but has caused several devas-
tating carthquakes in the more distant
past.

A historical parallel was an 1822
the same area “which

“So many buildings were d:stmytd
and I saw tens of people under the rub-
ble, with crowds trying to pull them
out,” said Mohammed Hamza, head of
1slamic Relief’s oftice in 1dlib, north-
west Syria. “People are still out in Lh:

completely ruined many towns with
heavy casualties”, said Roger Musson,
rescarchassociate at the British Geolog-
ical Survey.

Catherine Mottram, senior lecturer in
structural geology and tectonics at the

streets — they don't h y
home to and we areall scared af lner—
shocks”

Many of those in the affected region
‘were displaced from elsewhere in the
country throughout the conflict. As
such, many live ininformal settlements
in the outskirts of cities, in open fields
and in abandoned buildings. Much of
the areas’ medical i

University of P
‘Lurkey was “a very similar geological
setting to the San Andreas Fault in
North America”,

‘The North Anatolian fault running
east-west along Turkey’s Black Sea coast
has been much more active in recent
times than its East Anatolian counter-
part, causing several catastrophes
includi i & lzmit earth

also destroyed during the war as hosp)—
tals were routinely targeted in those air
ikes.

Turkish authorities said on Monday
evening that 1,651 people had been
killed and more than 8,500 injured in
the country. Some 430 people werecon-
firmed dead in government-controlled
areas of Syria and more than 380 were
Killed in the north-western region con-
trolled by theopposition.

Raya Jalabi in Beirut, Adam Samson in
London, Ayla Jean Yackley in Chicago and
Can Erokin Adana

quake in 1999 that killed about 18,000
people.

‘However, the two faultlines are suffi-
ciently far apart to makeit unlikely that
even severe quakes in one would trigger
activityinthe other, said Allen.

“Geophysicists will be able to recon-
struct exactly where movement
sccurred along the fault by reconstruct-
ing data collected by seismometers in
the region, so more information should
come out in the coming days and weeks
about exactly what happened.,” added
Mottram.

Middle East. Governance

Resumption of Beirut blast probe stirs feud inside Lebanon’s judiciary

Stalled investigation has faced

paralysed and
without a president, even further

interference

“We have a i state

and rows over role of judges

RAYA JALABI — BEIRUT

1t has been two and a half years since
one of the most powertul non-nuclear
blasts in history ripped through Beirut's
por,killing more than 200 pmp]t and

levellinga b

think Y sk m el decioium? scid
Najat Aoun Saliba, an opposition law—

Judicial sources have confirmed that
Oucidat, along with Hassan Diab, the
former prime minister, and Abbas Ibra-
him, the domestic intelligence chief,
was among those summoned by Bitar
for questioning.

‘maker
compel colleagues to choose a new pres-
ident. “I'he last thing we had was the
judiciary, which |the establishment]
was able to kill completely,” she said.
“I1t’s acomplete dissolvingof the state.”

take on such big

ftheb inter-  removed under topoffi-  Two weeks ago Bitar resumed the
o of  cialshehad charged over the explosion.  inquiry. Ouci by barring
Lebanon's financial system that began ~ Colleagues describe the 49-year-old as  law s from execut-

the previous year. Its currency had
dropped 95 per cent against the US dol-
Iar and the annual rate of inflation
exceeded 170 per mm last year, extin-

:.gum ina country

guishing th impover-

anindependent, whichis rare in a coun-
try where judicial appointments are
governed by patronage.

Since then, he has detied

ing his orders, and then authorised the
release of all 17 suspects detained in the
case. Bitar equated this to a “coup” and
Beirut’s Bar iation said Oueidat’s

resistance from across the political
pectrum.

actions “constituted an abuse of power

label.led afolk hero by some. “Ihere’s
something very symbolic about Bitar’s
actions. This is an incredibly important

capital. Tast month by Judee farck itar lead - ple named and summoned to sourtinan
: pon- 0 defy politi- like this” said Sami Atal-

sible to justice have heaped further inquirythat  lah, foundi the Folicy Initi-

anguish on the victims’ families, who  had been on hold for much of the past  ative, athink-tankin Beirut.

say the Judicil probe into the tragic  year. he salled vestigation nto the 1

events has been d from st sgedy has been miredin  the latest setback in the quest for

inside bya i and rows ility for the massive blast in

Nowthe un:xp:skd ‘move by ajudge
to restart the stalled investigation has
reignited a bitter feud inside the fragile
walls of the judiciary that threatens to
drag the dysfunctional country, led bya

His decision to bring fresh charges
against a cutcm of Lebanon’s most

which hundreds of tonnes of highly
explosive ammonium nitrate were det-
onated at the port. The material had

Bitar, head of Beirut’s criminal
since 2017 took aver the blast investiga-
tion in 2021 ater his predecessor was

fpeople killed in the port

prominent i was metwitha  been stored there for years,
notleast from Gh d righ offi-
Oucidat, the powerful state prosccutor.  cials knew about this.

https://ft.pressreader.com/v99f/20230207

blast show support for Tarck Bitar

bollah, the po I

Jad Tohme, a lnwyzr :md legal expert,

military group, h. led out Bitar
for criticism, with the group’s leader
demanding his removal. Bitar has
vowed to continue his work despite the
threats and at least 40 of Lebanon’s 128
MPs have backed him.

Hisinquiry initially stalled amid com-
plaints filed by the officials he had sum-
‘moned for questioning, In theory, Leba-

Judictary”,“Thercs completechaos” he
said. Najib Mikati, the caretaker prime
minister, has warned that the conflict
between senior judicial figures may
have “dangerous consequences”. Nei-
ther Bitar nor Oucidat could be reached
forcomment.

¥or familics of the victims, the war

non’s highest court i d to rule
on those before the probe can resume
his work. Yet several of its judges have
recently retired and replacements have
net been named, which experts view as
a deliberate attempt to frustrate the
investigation.

¥y why
they must keep fighting. “If we don't Lry
and hold someonc responsible, who's to
say another blast won't happen?” said
Tatiana Hasrouty, whose father was
among those killed that day. “That
wouldreally be theend of Lebanon.”
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Airspace violation

US unlikely to return China balloon debris

Beijing steps up criticism
of decision to shoot down
‘civilian unmanned airship’

National Sccum-y Council spok:sp:r—
son, said: “Tknow

closetoas of violat-

law.

phnswxmmlt"
Bul Kirby suggested that Antony
the US secretary ofstate, would

The “indiscriminate use of military
force” against a “civilian unmanned air-
ship” had “seriously violated the spirit
of i ional law and i

DEMETRI
KATHRIN HILLE — TAIPEI
RYAN MCMORROW — BELIING

The US does not plan to return the
debris from the Chincse spy balloon to

postponed in response to the balloon
incident. “Nobody wants tosee conflict
here,” he said.

His comments came after Beijing yes-
terday stepped up its condemnation of

Iysed the that
were on board the craft that the Penta-
gonshot downon Saturday.

Asked if the Biden

decision to shoot down
the balloon that traversed American
airspace, accusing the US of dealing a

intended to send back parts of the bal-
loon salvaged by US navy ships and
divers, John Kirby, White House

Xie Feng, vice-minister of foreign
affairs, lodged a formal protest with the
US embassyin Beijingin which he came

conventions”, Xiesaid.

“What the US has done has dealt a
serious blow and damaged the efforts
and advances in stabilising China-US
relations since the Bali meeting,” he
added, referring to US president Joe
Biden’s meeting with Chinese leader Xi
Jinpingin November.

Beijing later confirmed that a second
balloon flying over Latin America and
the Caribbean had also come. from
China, blaming weather and its

I abilities for the serious
deviation from ts;

Forcign ministry spnkespersbn Mao
Ning said: “Itisacivilian unmanned air
ship from China and is used for flight
tests.”

Some analysts said Beijing’s choice of
rhetoricindicated that the Chinese gov-
ernment could consider accusing
‘Washington of illegal military force
against an aircraft in distress under
the Chicago Convention which regulates
international civil aviation — a charge
that could escalate the dispute and
raise concerns about potential retalia-
tion.

All Chinese statements have used the

describe the balloon. That language “is
Lhebﬂgsiuranxrmth Lhnl.nmumm

professor of public international
law at the University of Exeter, wrote on
Twitter.

Sari argued that although the
requirement for states to refrain from
the use of weapons against civil aircraft
in flight under the Chicago Convention
dni not apply to the Chinese balloon

“the adopted by China

may = leimns e e e

point”.
Blinken said on Friday it was clear
that China had violated US sovercign

Africa

Banknote
switch causes
chaos ahead
of Nigerian
elections

AANU ADEOYE — LAGOS

Nigeria's attempt to replace its high-
denomination currency notes lessthan
amonth before a crucial general clec-
tion has descended into chaos, with
long lines of people forming outside
cash machines and fights breaking out
inside banks as customers demanded

term “civilian airship” to

Defence. Innovation

Beijing embraces high-altitude spy strategy

Lighter than air’ kit provides

missile platforms and data

for targeting and radar

KATHRIN HILLE — TAIPE
DEMETRI SEVASTOPULO — WASHINGTON

The Chinese balloon that transfixed
America in recent days was no surprise
to Cheng Ming-dean. “This balloon has
been appearing for a long time!” the
head of Taiwan’s Central Weather
‘Bureau wrote on Facebook on Saturday,
pointingto a picture of the same kind of
balloon taken by an agency employee in
September 2021

The US outingand downing of the bal-
loon have focused attention on China’s
programme for so-called lighter than air
vehiclesthat Beijingis rapidly putting to
use around the world, not least for mili-
tary purposes, after years of research
and pilot projects.

The Pentagon has reported a second
‘balloon over Central and South Amer-
ica, and stressed that China had been
operatinga number of surveillance bal-
loons inrecent years.

They “are all part of a flect of balloons
developed to conduct surveillance oper-
ations, which have also violated the sov-
ereignty of other countries”, said a US
defence official. “These kinds of activi-
ties are often undertaken at the direc-
tion of the Peaple’s Liberation Army.
Overthe past several years, Chinese bal-
loons have previously been spatted over
countries across five continents.”

Last February four groups of balloons
were detected high over northern Tai-
‘wan, home to most of the population
and some air defence sites. The same
‘monthUS Air Force fighterswere sent to
intercept a balloon off Kauai, a Hawai-
ianisland with a missile testingsite.

In January 2022 one white orb was
spotted over India and in September
2021 another over Taiwan. The carliest
publicly reported sighting was over

2i, northern Japan, injune 2020.

Taiwan’s armed forces last year con-
firmed a report that the February 2022
balloon swarm originated from the PLA
Rocket Force, the missilearm of the Chi-
nese military. In keeping with Taipei’s
strategy to avoid public panic over Chi-
nese military threats, the defence minis-

0dd spectacl
citizen watches the
balloon’s downing off
the coast of South
Carolina on Saturday.
Below, a US fighter jet
draws near the

Chinese vehicle

Chad Fi/AR

But Cheng, the weather burcau chicf,
aid the Chincse devices wer funda. L 1€
mentally different from weather bal-  balloons
loonsinsize, altitude and materials.

In stunning evidence of China’s mili collectalot
tary use of stratospheric balloons, chi- ~ of data
nese media including the miltary chan-
nel of state broadcaster CCTV reported ne'ede_d for
in September 2018 that a high-altitude  SCientific
balloon tested hypersonicmissiles. .

Video footage carrled by CCTV and  1CoCaL! Ch_'
reposted on the Douyin social media DUt thatis
app, since deleted, showed a balloon vis-
uallyidentical tothe one over the USlast ofcourse
week, carrying what looked like three  USefull for
differenttypes of warhcad. S

According to Chinese media reports [C_h_“ms .
and a Chinese Academy of Sciences  Mlitary]

Long queues were visible at ATMs
across Lagos, Nigeria's economic capi-
tal, as the failure of the authorities to
print enough of the new notes left lend-
ersstrugglingtomeet demand.

‘Three northern states — led by gover-
nors in President Muhammadu Buhari’s
ruling All Progressives Congress — yes-
terday filed a suit at the country’s high-
est court seeking to stop the full imple-
mentation of the policy. Protests in the

th

abletofly below of tern state of Oyo turned

sound.. deadly with one killed amid clashes
Lighter than air research belongs to youthand security forces.

two parts of the academy, one of which | OneFirstBank branch in the Ikoyidis-

focuses on high-altitude balloons. But in
line with the policy for civil or commer-
cial technology developments to be
‘made available for military use if neces-
sary, the efforts are closely integrated
with those of the PLA, its research insti-
tutes and the military-industrial com-
plex, and as such subject tosecrecy.
State media have hailed LTA pro-
grammesonly occasionally — for exam-
ple, the launch of the Yuanmeng, or
Dream, airship in 2015; of an airship
carrying a 5G base station last Septem-
ber; and of tethered msmrdl aerostats
ontheTik

trict last week was closed when the
Financial Times visited, with many cus-
tomers locked out. A security guard said
he was ordered to lock the doors after
brawls broke out inside. The cash
machine at the branch began to di
pense casha few hours later but witha
10,000 naira limit per customer.

Ancarby Lotus Bankwas so full thata
tent was erected to protect queucing
customersfrom the sun.

Japhet Joshua Babatunde, one of those
outside the FirstBank branch, said he
had been unable to withdraw his salary,
ot e & K

Except for the 2018 missile test, Bei-
jing has kept silent about stratospheric
balloon flights such as the one over the
US. Defence analysts believe the most
likely reason is their focus on military

tainly collect alot of data needed for sci-
entific research, but that is of course
useful for the PLA,” said Sheu Jyh-
shyang of the Institute for National
Defenscand Sccurity Rescarch, a think-
tank backed by Taiwar’s

“T'm angry — it's my own money T
cametocollect, not aloan,” headded.
Another customer, Uhegbu Maria
Odichinma, said she had visited the
samebranch five days in a row totry to
getholdofthe new notes.
ia's central bank said in October
that the N200, N500 and N1,000 notes
would be replaced with new designs it
said would be more secure. The old
notes were due to be taken out of circu-
lation on January 31, but the unavaila-

try. “The data is useful for the Rocket
Force, and the balloon is also likely tobe
e I T e

bility of led to the dead-

line to switch beingextended until next

Friday, leaving Nigerians struggling to

access money inan econemystill largely
1 5 o

tary i
reconnaissance.
‘The defence official said more would
be learnt about the balloon when the
debris was recovered from waters off
South Carolina but con-

“We urge [people] to excrcise
patience as the Nigerian central bank is
working assiduously to address the
challenge of queues at ATM,” the cen-

ducted while it was in flight showed a
“broad array” of spying capabilities.
PLA balloons have been doing much
‘miore than spy. A military official from
another Asian country said one focus
area in the balloon flights had been
gathering data to enhance the accuracy
of over the horizon and other radar sys-
temsused in wartime targeting.
Analysts said data points such as
atmospheric density would help the
PLA develop software tools known as
advanced r:fmcuve effects prediction
sile, air and naval

Muhammadu Buhari, the outgoing
president, on Friday asked Nigerians to

“give him seven daysto resolve the cash
crunch”. But he also blamed banks for
being “inefficient” and “only concerned

“Even if a year is added, the prob-
lems . .. won't goaway;” hesaid, adding
he had been reassured by the central
bank that it was capable of supplying
enough notes. The bank has already col-
lected almost N2tnin old currency.

‘The currency crisis comes ahead of
elec-

B

coesatin. ey arelikely to be malk-

an
tions to be held on February 25. Bola
Tinubu, candidate for the

ing rapid the
recent steep increase in the frequency
and range of such balloon flights,” said

ruling All Progressives Congress, said at
arecent campaign event that unnamed

try said the balloons were being used for research paper, they were models for themilitary official. opponents were trying to use the con-
‘meteorological observations. “wide speed range” vehicles that are See The FT View troversyto sabotage his campaign.
Hong Kong Censorship

National security law trial of pro-democracy activists opens

CHAN HO-HIM — HONG KONG

‘Hong Kong’s largest national security
law trial opened yesterday with 47 of
the city’s most prominent pro-democ-
racy activists facing up to life imprison-
ment in a landmark case that could
spell the end of the territory’s once
vibrant political opposition.

‘The defendants, who include some of
‘Hong Kong’s highest-profile politicians
and campaigners, were arrested in Janu-
ary 2021 in the single largest police raid
under the national security law. Most of
the defendants have spent nearly two
years in pretrial detention after being
denied bail.

Critics have described the arrests asa
politically motivated erusade to wipe

stamping out dissent. The trial also
comes as Hong Kong’s government.
launches aninitiative torevive its econ-
omy and lure back international busi-
ness after three years of pandemic
lesmcunns and protests that battered

days bxve been earmarked for the non-
Jjury trial

Three members of Leung’s LSD, one
of the last remaining active opposition
factions, called for the defendants’
release nu'jld: lhc courtroom yester-

reputation.

The 471 ctiv-

y Lot s

ist, Claudia Mo, a]avnnah-_rznd former
journalist, “Long Hair” Leung Kwok-
hung, co-founder of the League of Sacial
Democrats, and Gwyneth Ho, a former
BBC Chinese journalist

They were charged with conspiringto
subvert state power under the security
lawby either organising or participating
inan unofficial primary election among
the opposition camp in July 2020. More
than 600,000 people cast their votesin

of the natlonal
securlty law

Georgetown University’s Center for
Asian Law, said the trial had “all of the
hallmarks of being a politically moti-

out Hong Kong’s partie:
and eradicate opposition vmcs.panof

the poll,
an attempt to “paralyse” Hong Kong's

vated ion of the city's main-

have attended ymtrial hearings were
alsopresent yesterday

Hong Kong is expcclcd to bring
another high-profile national security
case this year against Jimmy Lai, the
‘media mogul and Beijing critic, in Sep-

Disney cuts ‘Simpsons’ episode
from its Hong Kong platform

CHAN HO-HIM — HONG KONG

Disncy has removed an episode of The

that refers to “forced
tember. Lai, 75, foreign
collusion for his role as founder of the | [200UT CAMPS” in China from its
defunct pro-democracy Apple Daily. streaniiug p g SO

He has beenin prison since December
2020 and was sentenced in December
2022 tofive years and nine monthsin
jailon fraud

The episode, which first aired in Octo-
ber last year during the show’s latest
scason, was unavailable on the Disney

Pl ing platform in Hong Kong,

company, in addition to 20 menths for

lh:anaa.l'ﬁmcshxxlmm:d

protests.

Analysts have warned that the trials
will put pressurc on Hong Kong’s com-
‘monlaw system, onc of the last founda-

Epls\x‘le from the show, which is pro-
duced by the Disney-owned 20th Tele-
vision Animation, has been omitted

tions that distinguishes the territory
from mainland China, where the Com-

A previous cpisode of The Simpsons
that made Tianan-

images of China’s Great Wall, says:
“Behold the wonders of China. Bitcoin
mines, forced labour camps where chil-
dren make mes.”

China has faced allegations of abuses
including forced labour against the
Uyghur people and other mostly Mus-
lim minorities at mass detention centres
in the north-western Xinjiang region.

AUN report last year accused Beijing
of “serious human rights violations”
that could constitute “crimes against
humanity”. Beijing has denied accusa-
tionsofrightsabusesin Xinjiang.

Kenny Ng, associate professor at the
Academy of Film at Hong Kong Baptist
University who specialises in censor-
ship, said Disney might have proactively

Ching’s wider crackdown on the terrl-  government by winning controlofthe  “This case is significant forwhat it Chinastoplegishtivebody in Decem- | men Square massacre was dropped  scrubbed the episode out of concern for
tory’s frecdoms and civilsocety after  legislature, which isnow entirely oocu-  saysabout humanrighisin HongKong.”  ber said that John Lee, Hong Kong's | fromtheservicein2021. its business in mainland China, which
in2019. piedby e i hesaid. “The top leader, could prevent from | Beijing imposed a national security  includesitstheme parks.

Beijing directly imposed Leung: 16detend- politicians could be scon  hiring foreign lawyers, an unprece- | law on the city in 2020, which bans  The Hong Kong government said a
security law on Hong Kongin 2020in  antswho pkm:lcd nn(gul]tyd\mngycﬁ— h:adcdm ]a.\] -speaks all too clearly  dented intrusion nto e ight o repre- | broadly defined crimes including scces-—film censorship regime introduced in
the wake of the protests, categorising tendsy‘s hearing. has b sentation. Lee had sought Beijings | sion and subversionas partof a clamp- 2021, which forbids films from endan-
broadly defined crimes as terrorism, court Vm.mfn ¥ ibrant civiclife” Laifrom hiring | down ing nati i
secession, subversion and collusion Dlh:rx wl.\o pleaded guilty yesterday or ‘Thecase hxssmkndtensmm' between  a British barrister after the government The latest Simpsons episode, titled  to streaming services”. It did not com-
with foreign powers. The move has i previous proceedings have to Chinaand the west. The US, UK and EU  lost anappeal tothe ity sapex court. “One Angry Lisa”, features a scene in  ment on whether the government had
reverberated through civil society, the idence for the ion, law-  haved: d the charges, and diplo- I reporting by Primrose Riordan | which Marge Simpson takes a virtual ~ approached Disney to remove the epi-
legal sector and the education system,  yersfor id. At least 90 in bike class and the instructor, over sode. Disneydeclined tocomment.

https://ft.pressreader.com/v99f/20230207
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At Morgan Stanley, we may seem like a
contradiction —and we are.

At 87 years old, we see the world with
the wonder of new eyes, helping you see
untapped possibilities and relentlessly
working with you to make them real.

We partner with you to unlock new ideas,
to create new legacies, to research,
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a company, an industry, a generation.
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full potential.
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Court blow Rejection of J&J's ‘Texas two-step’ will force a rethink by groups using Chapter 11 plans to handle lawsuits @ companies

Companies & Markets

Adani repays
$1.1bn bank
loan in effort
to halt crisis

e Mogul responds to short seller attack
@ Indian group’s shares were collateral

HUDSON LOCKETT — HONG KONG
CHLOE CORNISH — MUMBA

JOHN REED AND JYOTSNA SINGH
NEW DELHI

Tndian tycoon Gautam Adani and his
family have posted funds to repay a
$L1bnloan backed by shares in several
of his companies, s the billionaire bat-
tles to arrest a crisis that has wiped more
than $100bn off the valuc of hiscrupirc.
One of Indix’s most powerful moguls,
whose businesses span ports to energy
toairports, Adani has been left recling
since US short seller Hindenburg,
group of stock pri

Adani Ports, 27mn in Adani Green
Energy and 12mn in Adani Transmis-
sion. The share totals accounted for 12
per cent, 3 per cent and 1.4 per cent of
Adani’s holding of the listed companies,
respectively,

Samir Arora, founder of investment
firm Helios Capital, said Adani was try-
ing to demonstrate the financial
strength of his empire. “He’s showing
you T have $1.1bn just lying around to
give back toyou” said Arora. “It shows
they'renotinsodesperate astate™.

While Adani has issued a lengthy
rebuttal of Hindenburg's allegati

ulation and accounting fraud. Adani has
denied the allegations.

In a statement yesterday, the Adani
Group said its founder and his family —

“He's showing you T have
$L1bnjust lying around [to
return]. It shows they're
not in so desperate a state’

majority shareholders in the Adani
companies — had posted the funds to
repay a $1.1bn loan that was not due
until September 2024.

The loan was from a series of banks
including Citibank, JPMorgan, Deutsche
Bank, Barclays and Japan's SMBC
Group, an official for the Adani Group
said. The banks declined to comment.

The pressure on Adani's 10 listed
companies has been exacerbated by the
knowledge that shares were pledged as
collateral for loans. Bombay Stock
Exchange data shows that the SB Adani
Family Trust pledged stock as collateral
acrossseveral of the listed companies.

The Adani Group had not responded
yesterdayto questions about which spe-

that has done little to help. Since the
claims were published on January 24,
the sell-off in Adani’s listed businesses
has lopped Rs9:4tn ($114bn), or about
50 per cent, offtheir value.

‘The group said that it was making the
repayment early “inlight of recent mar-
Let volatility and in continuation of the
promoters’ commitment to reduce
overall promoter leverage backed by
Adani Listed Company shares”, It said
promoters had given “assurance” to
“pre-pay all share-bacled financing”.

Gold rush Newmont offers $17bn for rival
Newcrest as sector consolidation gains pace

b

Yanacocha mine in Peru, where Newmont, the biggest gold producer, runs

NIC FILDES — SYDNEY

2 jOINt Venture — cao cideronberg

Two of the world’s largest gold min-
ers are in talks to create a global
powerhouse for producing the pre-
cious metal in the biggest takeover

‘group Xylem announced last month.

The deal implies a21 per cent pre-
mium to Newcrest’s last closing share
price. Newmont said it was condi-
tional on approval from Newcrest's
board

broken upafter Agnico Eagle and Pan
American Silver paid $4.8bn to
acquire the company.

Newcrest said it had rejected one
bid as being too low but did not rule

Spanish court

reduces Orcel’s
payout from
Santander

OWEN WALKER AND STEPHEN MORRIS
ONDON
BARNEY JOPSON — MADRID

AMadrid court upheld Andrea Orcel’s
multimillion-curo lawsuit against
Santander but cut theamount the banlc
has to pay by €8mn, in the latest twist
in the long-running battle between
spain’s biggest lender and one of
Europe’s best-known bankers.

Santander must now pay €43.5mn to
Orcel in compensation for its aborted
offer for the Italian to become chief
executive in 2018 after the bank
appealed against an initial award by a
judge inJanuary 2022.

‘The bank said that it welcomed the
“decision to significantly reduce the
amounts requested by Mr Orcel” but
thatit would appeal against the ruling to
the Spanish Supreme Court.

Santander added that despite the
courtawarding Orcel €43,5mn, what he
wouldend upreceivingwould be uptoa
third lower because of a fallin the bank’s
share price and it failing to hit share-
holder return targets.

As much as €18.6mn of the payout
was linked to Santander’s shares in a
long-term incentive scheme.

“From the outset this case was about
securing the truth and establishing the
importance of acting with honesty and
integrity!” Orcel said. “Iam pleased that
today’s ruling vindicates truth and jus-
tice by proving incontrovertibly for the
second time in a court of law that there
was a fundamental breach of contract
by Santander.”

Orcelbrought the case in 2019 and ini-
tially sought €112mn, based ona combi-
nation of lost salary and bonus from
Santander, lost long-term incentives
from his previous employer, UBS, and

Shares of flagship business Adani offer announced thisyeon larger rival.
Enterprises, which was forced to pull a : Th inati itethe  Simon i chief invest-
42.4bn follow-on share sale last week, US-listed Newmont, the largest gold  two i b based  ment officer of Newer iny-
have fallen5: miner by output, haslaunched anall-  Newcrest lished in the 19605 estor. Allan Gray, said he would not

c .

Adani has sought to reassure inves-
tors that it was not under pressure to
cover losses on share-backed loans
extended to its businesses, dismissing
claims circulating in Indian media to
thateffectas “marketrumours™

Adani, widely regarded as an ally of
prime minister Narendra Modi, is com-
ing under increasing political pressure.
MPs from the Congress party and other
opposition groups staged a protest in
New Delhi yesterday, demanding that
Maodi’s government allow lawmakers to
it At

Adani said that early repayment of
the loan would release 168mn shares in

Additional reporting by Kana Inagaki in
Tokyo

share bid for its Australian rival

Newerest that values the smaller

company at almost A§24bn ($17bn).
The indicative offer marks the lat-

estsalvoin arush of l in

as Newmont’s Australia arm and was
spun out in 1990 after it merged with
BHP's historical gold assets.

A deal would put four of Australia’s
ive. i der the

the gold industry that took off when
Barrick Gold struck a deal to buy
Randgold for $6bnin 2018,

Newcrest shares gained 10 per cent

i e con-
trol of one company and require Aus-
tralian government approval.
The combination of rising costs in
Australia’s mining sector, production
i

Dacka deal on the terms proposed.
“Newcrestis very cheap, There isdilu-
tionriskhesaid.

“The merger ratio is too cute by
half}’ he added, noting that the Aus-
tralian group was well funded and
that its longlife gold reserves should
be highly valuable.

Newerest is being advised by

“for moral and reputa-
tional damages”. He later halved his
claim and was awarded €51.4mn.

The five judges overseeing the appeal
upheld Orcel’s claim over the validity of
his employment contract but reduced
his payout for moral damages from
€10mnto€2mn.

‘The case relates to an offer Santander
made to Orcel in 2018 to become chicf
executive, which it withdrew weeks
later afterhe had resigned from his posi-

fonashead of UBS'si

10 A§24.74 onthe news. issues for gold and volatility JPMorgan and Gresham Advisory
Newmont’s A$24bn offer wouldbe  price has driven more companies to by Bank of Amer-
the largest M&A deal dso  considerdeals toboost their scal: ica, Centervi dLazard

far this year, according to data from
Dealogic, outstripping the $7.5bn
acquisition of water treatment com-
pany Evoqua by water technology

Oz Minerals, the south Australian
nickel, copper and gold miner, is close
to being acquired by BHP for $6.4bn,
while Canada’s Yamana Gold is being

Additional reporting by Hudson Lockett
inHong Kong and Harry Dempsey in
CapeTown
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banl

Orcel alleged that the bans reversal
of the decision constituted a breach of
contract. Santander claimed Orcel's
offer letter did not amount toacontract
under Spanish lav.

Elliott’s familiar ingredients make it the McDonald's of activism

Guthrie

INSIDE BUSINESS

Jonathan

1liott Management has yet to

start dispensing french fries

with its slide decks. But in

investor activism, the New

York hedge fund group has
become everything that McDonald's is
toburger restaurants.

The Golden Arches and Elliott have
created international brands represent-
ative both of themselves and their wider
sectors, They market familiar products
of consistent quality manufactured
from local ingredients. Some people
heartily dislike them.

Elliott showed its reach and capacity
in recent weeks by launching simulta-
neous campaigns in Germany, Japan
and the US. It invested in Vantage Tow-
ers, Dai Nippon Printing and Salesforce.
It is blocking the takeover of the tele-
coms company, calling for disposals at
the foils specialist, and backing a

hope of lifting share prices and fat
returns. US-style activism was often
regarded in Europe and Asia as shallow,
shouty and unremunerative, Elliott
helped change that with campaigns in
2015 against Alliance Trust, a poorly
run Scottish investment trust, and the
merger of two Samsung subsidiaries.

Elliott is also active in buyouts, dis-
tressed debt, real estate and commodi-
ties. Activism gives it an enviable shop
front. Long-run group returns are reck-
oned to average some 13 per cent annu-
ally. Assets under management have tri-
pled to about §60bn over a decade. The
‘headcount has risen two-thirds to 500.

Trian means Nelson Peltz. Pershing
Square means Bill Ackman. But Elliott
no longer means Paul Singer quite so
symmetrically. The formidable founder
of the business, once described as “the
doomsday inves-

tor” by the New  [[S-style activism was

Yorker, has pur-

sued docentralisa- Often regarded in Europe

tion. This has per- - and Asia as shouty and

mitted interna- :
tional growth from  UNTET nunerative

. Elliott

thenexus of alon-  helped change that

don office run by
hisson, Gordon.

Many chief executives are scared of
the elder Singer. He gets them kicked
out sometimes. A favourite yarn of

Shares generally rise when Elliott

ef llockis that he only
ved his internship because he
ingers der to the deli

declares an exposure. On
assumptions, Elliott may have already
made a profit of more than $400mn,
before costs and hedging, on its three

During 2022, Ellitt

every morning, Pollock claims this doc-
umentary evidence meant he could not
be sacked for getting the order wrong, a

itest i
launched 15 campaigns, about double
bt afbieseti i

The story is jokey but points to the

y of bigg

In less than a decade, Elliott, has
emerged as a breakout success among
activists, which take stakes in struggling

p flinty rigour, Port-
folio managers pitch their activist pro-
posals to an investment committee led
by Singer and Pollock. They must per-
suade on th . First, the stock

businesses hange in the

must clearly be undervalued. Second,
there must be a“pathway” to realising
that value — a break-up, for example.
Third, the executive should have “a
case”, an argument that will convince
other investors. Tick those boxes and
the executive can build a position and
take the proposal to the target board or
the widerworld.

Elliott has no monopoly on this
modus operandi. But it isgood at system.-
atisation. A small team runs every cam-
paign. Pitch books are clean and con-
cise. The campaign leader aims to
command “best-informed investor”
status in debates with bosses of target
compani

All activists have benefited from the
stagnation of big businesses in recent
years. This gives them plenty of targets.
Local structural changes help too. A
small cadre of powerful City of London
fund managers retired last decade.
Tokyo's financial regulators have
hecome proponents of sharehalder
value. Both markets have embraced
activists as agents of change.

Elliott has its own maturation issues
to deal with. Growing scale increases
conflicts of interest, for example if Elli-
ott offers to buy out a target company
division shaken loose by its activist
campaigning, OId stagers have been
checking out, notably from the London
office, There is an influx of bright,
youngish things from investment bank-
ing and private equity. They may help
Elliott soften its ferocious reputation.

But will they be hungry enough? The
mere announcement of an Elliott
investment now lifts target shares a
tenth. Singer and Pollack should study
McDonald’s bad patch duringthe 2010s,
It demonstrates the damage compla-
cency candotoa global franchise.

Jonathan.guthrie@ft.com
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Automobiles

De Meo hails Renault-Nissan revamp

Layers of constraints will
go as French group’s chief
looks to regain ‘agility”

SARAH WHITE AND PETER CAMPBELL.
LONDON

Renault and Nissan have gained greater
“freedom” to pursue their own ventures
in a reset of their 24-year alliance, the
chief executive of the French carmaker
has said.

The groups would no longerbe bound
by the needto “compromise” or to work
together in areas where they could not
both benefit, Luca de Meo said.

His pledge came as the groups

announced yesterday that they had
reached a “binding framework agree-
ment . . . witha view of reaching defini-
tive agreements by the end of the first
quarter of2023”.

The deal means that the companies
will equalise their stakeholdingsin each
other,alongstanding source of tension.

Renault will over time trim its 43 per
cent stake in Nissan to 15 per cent while
Nissan will gain voting rights for its own

everal joint projectsin
India, Latin A

together, had diverged on

The marriage between Renault and
Nissan had been intended to generate

‘One of the two of you
stands up from the sofa
and says, I'm going out —
I'm going to see friends’

vast savings, but has been marred by

“The conversation becomes not as
exciting as before, and then one of the
two of you stands up from the sofa and
says, ‘T'm going out — I'm going to see
friends””

The groups said they were attempting
to remove layers of constraints to pre-
vent strains while retaining some of the
benefits of combining in areas such as

reset was a chance to build a “culture of
trust” between the companics.

Itcomes as Renault is trying to speed
upits development of electric cars in its
European heartland, while Nissan’s
next steps may be more focused on
improving earnings inthe US or China.

The deal entails ripping up a share-
holder agreement that in effect stifled
much of Renault’s voting rights in Nis-
san and had created a form of “opera-

“Renault regains its strategic agility
and the freedom to do what is good for

as broken i
since the arrest in 2018 of former boss
&

15 percent holding in Renault.
The groups expect the agreement to
close in the last quarter following regu-
latory approval, with final details to be
ironed out by {March.
As part of the deal, which would be
binding for 15 years,

De Meo likened the businesses to a
couple inarut 0 years

us, which is not always what is good for
thealliance,” de Meosaid.

Speaking yesterday, Nissan chief
executive Makoto Uchida said that the

Nissan has agreed to invest up to 15
per cent in Ampere, a Renault division
that will house its electric vehicle and
software technology, which the French
company is spinning out as part of an
overhaul.

0il & gas

Eni boss comes
to defence of
renewables
amid flak from

Meloni camp

SILVIA SCIORILLI BORRELLI — MILAN
DAVID SHEPPARD — LONDON

Encl’s chicf exccutive has launched a
robust defence of the Italian state-
controlled utility’s rencwable encrgy
push as he risks being ousted by the
government assoon as next month.

Francesco Starace has made the €55bn
power group into one of the biggest
renewable energy producers since tak-
ing over in 2014. He said the shift had

provedi crisis

GM, VW, Hyundai and Kia
avoid the discounting route
taken by Teslaand Ford

CLAIRE BUSHEY — CHICAGO
AIME WILLIAMS — WASHINGTON

Two cuts do not.an EV price war make.
‘When Ford discounted the price of its
plug-in Mustang Mach-E car last week,
after Teslaslashed prices by upto 20 per
cent across models, the motor industry
seemed on the brink of further reduc-
tions for electric vehicles. Headlines

aprice war wason.

But other carmakers stayed on the
sidelines. General Motors chief execu-
tive Mary Barra said its EVs were priced
correctly. Volkswagen declined to cut
prices, asdid Hyundai and Kia.

For now, industry analysts say, EV
prices seem likely to stay where they
are. “It’s not a price war, it’s a regional
skirmish,” said Tyson Jominy, JD Power
~vice-president of data and analytics.

Prices of EVs rose in 2022 because of a
shortage of chips, risingcostsfor battery
materials and high petrol prices that
drove demand. They remain signifi-
cantly more expensive than cars and
truckswith traditional engines.

iscru-

Automobiles. Tax credits

Electric vehicles defy US price war projections

I [§

cial to attractingmore buyers. Inthe US,
the Biden administration has set a goal
for half of all new vehicles sold in the US
tobe electricby 2030,

Subsidies worth up to §7,500 are an
important selling point for US car buy-
ers. On Friday, the US Treasury helped
ease pressure on carmakers to cut prices
whenit changed itsinterpretation ofthe
Inflation Reduction Act climate law to
allow more high-priced EVs to qualify
for consumer tax credits.

Tesla fired the first shots in the skir-
‘mish about three weeks ago. It cut prices
by up toa fifth in the US and Europe
after first reducing prices in China a sec-
ond time. The price for models sold in
the USfell by $13,000.

Tesla dominates EV sales in the US,
but more competitors are entering the
market. Elon Musk’s company
accounted for 72 per cent of the 487,000
new EVs sold in 2021, according to
research from Kelley Blue Book. A year
later the maker’s market share fell to 65
per cent of 810,000 electric vehicles,
even as itsown sales grew by nearly half.

“There’s new competitors coming at
Teslaso [the price cut] was the weapon
they used to combat that,” said Cox
Automotive analyst Michelle Krebs.

Teslas best-selling crossover sport
utility vehicle, the Model Y, competes

Ford’s 2021
Mustang Mach-E
GTatthe
Chicago Auto
Show last year
S OsenGery g

directly against Ford's Mustang Mach-E.
Ford sold 39 in2022 — the

and more Mack Estosellgivesthecom- The price

best sales for any electric model not
made by Tesla — but Tesla sold more
thansix times as many Model Ys.

The Model Y now starts at $53,000,
down from $66,000. The Mach-E’s six
versions now sell for between $46,000
and $64,000, the price ﬂmppmg 1 b
cent for alower-end

pany e
key competitor. “They want tokeepthe ~ CUL ‘Taises
‘momentum going,” Krebssaid. Yet Ford important

has raised the price on the 150 Light-

ning, the electric version ofits flagship  qUEStions of
truck, three times. It now starts at bu!’ﬂ rate

$56,000 and hasalongwaiting lst.

Morgan Stanley analyst Adam Jonas  VEI'SUS

percent for the highest.

Ford plans to boost production of the
Mach-E this year, even as it continues to
struggle with supply chain problems,

‘ EV purchases tend to be more expensive
Distribution of eleciric and pefrol cars and frucks G&)
by average transaction price in the US in 2022

el capital

tric vehiclesis likely to outstripdemand

in2023. He pointed to Tesla’s price cut, ~ SOUTCES

the falling price of used Teslas, fewer
reservations at Lucid Motors and a pos-
sibly lower order backlog at Rivian,
which stopped reporting reservations.
Rivian said on Wednesday it plans to cut
6 percent of its workforce.

Tesla's price nﬂ.swﬂl forcetraditional

20
Petrol

long twill
take their EV strategiestopay off, Jonas
said. For new EV manufacturers, the
price cut “raises important questions of
burn rate versus capital sources and

-y
AR

o 50,000 100,000 150,000
Average transaction price ()

Source: J0 Pawer.

! viability”.
“Everybody will need to cut price, but
we don't think everybody will be able to
cut costs and fund the business without
significant capital raises,” he added.
Carmakers are certainly vying for
customers’ loyalty during this technol-
ogy shift, because today’s buyers are
more likely to stick with them when
they purchase their second electric

vehicle, said Nick Nigro, the founder of
Atlas PublicPolicy, aresearchcompany.
The 10-year

and would position the group well as the
EU soughttoend reliance on Russia gas.

“What it boils down to is the company
has delivered in 2022, which was a very,
very tough year,” Starace said. “This is
the moment where this trajectory will
show extremely well the strength we
have in the system.”

Media reports have suggested that the
government of Giorgia Meloni is inter-
viewing other potential candidates for
Starace’s job. Italian officials have sug-
gested that her advisers are dissatisfied
with the 68-year-old chief executive’s
focuson the energy transition.

Meloni has previously backed
increased domestic drilling for natural
gas and criticised climate campaigners
such as Greta Thunberg.

‘Starace has been a supporter of shift-
ing away from fossil fuels and Enel bills

Officials suggest the PM’s

advisers are unhappy and
candidates for Starace’s job
are being interviewed

itself as the largest renewable energy

company with 56GW of low-carbon
energyundermanagement.

The chief executive has advocated a
drastic reduction of gas consumption
for non-industrial purposes while Enel
is progressively shutting down its coal-
fired plants as part of its zero-emission
power generation

He said there was little debate over
the strategy, calling it “clearly theway to
g£0”. Enel was in “complete agreement”
with Rome’s efforts to diversify energy
sources away from Russia, describing
energy security as “what matters to the

tax credits in the IRA also gives manu-
facturers some assurance that the mar-
ket will grow over the decade, which
might make them “willing to make less
money in the short term to

Enel is leaving Argentin, Peru and
Romania as part of a €21bn divestment
plan aimed at cutting its debt, which
soared to €69bn at the end of 2022,

‘moneyinthelong term”, Nigrosaid.
Under the IRA's subsidy rules, cars

must have a manufacturer’s suggested

retail price of $55,000 or less, with the

partly because o additi hat it
incurrcd helping shicld customers from
rising wholesale prices.

Rating agency Fitch said last weck
that the divestments would “moder-

fied as alargercl y SOV, truck

ately improve th pro-

or van. But carmakers had complained
the US government was categorising
some SUVs as cars, meaning they were
subjecttoth

Yesterday, Enel was set to unveil a
solar panel factory in Sicily, partially
funded by an EU grant, which is set to
b £ largest.

aver
Led to some larger EVs, including Tesla’s
Model Y, being ineligible for the credits
because they were subjected to the
$55,000 price cap, instead of the higher
$80,000 cap. The chan

s id Encl
lar facility in the US where the adminis-
tration has created large subsidies for
renewable investments.

‘The move is part of a push to reduce
the west's reli China, the largest

by the Treasury will move more cars,
including the Model Y and the Mach-E,
into the SUV category.

Itis too early to tell how the competi-
tion will play out this year because the
taxcreditis introducing so much change
inthe market, Nigrosaid. But he sees no
slackening in dem:mi for EIECH’K‘ vehi-

manufacturer of solar panels.

Meloni last year warned “that the
transition toelectricwithout controlling
the raw material will make us even
more dependent on China than we are
onRussia”,

Starace described growth of renewa-
blesas“a huge trend that is way stronger

cles. i fora

than small mi happenon

mamnhcmmrm drop their prices.”

theway”.

Aerospace & defence

Rolls-Royce picks BP veteran to steer reform

SYLVIA PFEIFER — LONDON

The new head of Rolls-Royce has
turned to an executive from oil major
BP, his previous employer, to lead a
sweeping overhaul of Britain’s flagship
engineeringgroup.

‘Tufan Erginbilgic has brought in Nicola
Grady-Smith to be Rolls-Royce's chief

onofficer, in hi

on “efficiency and optimisation” to help
lift profit margins and compete with
larger rivals such as General Electric of
the US.

Dunng her career of almost two dec-
adesat B,

Rolls-Royce shares closed down
0.9 per cent in London yesterday.
“Every investment we make, we
destroy value,” he told staff last month,
adding that financially, “we underper-

Lty s i cammarye Gty & Coros
rate Integrated Solutions division that
focuses on providing integratedservices

nal appointment since taking the helm
at the start of the year, the company
confirmed yesterday.

The move by Erginbilgic, who last
month described Rolls Royce as a
“burning platform”, is expected to
shake-up the group again, just as it is

y there”.

Yiis dostimicnis Rece wiltly fatec:
preted as a signal to staff to expect
another round of job cuts, in particular

Travel & leisure

Manchester City accused of financial breaches

JOSH NOBLE AND SAMUEL AGINI

Manchester City has been accused by
the Premier League of breaching finan-
cial regulations multiple times follow-
ing a four-year investigation into the
English champions.

The Premier League said yesterday that
lL had referred the club to an independ-

The commission will have the power
to impose sanctions, mdudmg“\mim:

Other accusations against Manches-
ter City include failing to assist in the

ited” fines, po xpul-
ston from the league, if it finds the club
inbreach of the rules.

The clubsaid it was “Surprised” by the
announcement but that it “"welcomes
the review of this matter by an inde-
pendent commission, to impartially

among white-collar workers, that would reviewdoz-  consider the ive body of
e division offers bespok The brutal follows the break-  irrcfutable evidence that exists in sup-
using different BP Lechnolagles to heip grounding of i ional air travel 2009and2018. port of its position’.

companies or cities to reduce carbon
emissions.

Shealsoled the group’s UK retallbllsx—
ness and worked under

that severely dented the group’s civil
aerospace business, which still gener-
ates 40 percent of underlyingrevenues.

Although th ison course to

his chlefnfsmﬂwhen hz Tanits. leﬁumg

and

emerging from Warren
East, his predecessor..

East axed 9,000 jobs to save £1.3bn
in costs following the coronavirus
pandemic.

Grady-Smith will be in charge of a
transformation programme launched
by Erginbilgiclast month thatis focused

Erginbilgic has wasted little time
putting his mark on Rolls-Royce. He
told staff last monthin.

have met its 2022 targets for revenue
growth and “modestly positive” free
cash flow, its balance sheet remains
laden with debt.
Roll 5

address, parts of which were I:akni
to the Financial Times, that it must
transform the way it operated or it
‘would not survive.

https://ft.pressreader.com/v99f/20230207

her new role on February 1 and wasan
“experienced leader with extensive
international turnround experience
andaproven record of delivery”.

Manchester City was bought by a
member of the Abu Dhabi royal family
in 2008 and has won the league title
six times since then. It has spent more
than €2.1bn on buying players since the
takeover, according to Transfermarkt,a
figure only topped by Chelsea.

The club wasaccused of failing to pro-
vide "accurate financial information
that gives a true and fair view of the
clubis financial position, in particular
with respect to its revenue” between
2009and2018, the league said.

el U1 oot el Ve
titles under the current owners

aswellas notincluding full
detailsof player and manager pay.

Teague rulescompel clubs to co-oper-
ate with probes, “including by providing
documents and information to the Pre-
mier League inthe utmost good faith?”

Uefa, European football’s governing
body, in 2020 banned Manchester City
from the lucrative Champions League
for two seasons after the club was found
to have breached financial regulations.
Uefa found Manchester City had “over-
stated sponsorship revenue” and failed
to co-operate with its investigation.

‘However, the ban was overturned by
the Court of Arbitration for Sport just
months later and theinitial €30mn fine
was reduced to €10mn. CAS said then
that the alleged breaches “were cil
not established or time-barred”. Man-
chester City is the richest club in foot-
ball, according to consultancy Deloitte,
with revenue of €751mn last year.
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Ruling deals blow to J&J and “Texas two-step’

US court’s rejection of bankruptcy move aimed at managing talc lawsuits will discourage overall use of the manoeuvre

JAMIE SMYTH — NEW YORK

‘When Joaquin Duato delivered his first
annual results as chief executive and
chair of Johnson & Johnson last month,
‘*e enthused about being “excited for the
future” of the company, which is poised
to spin off its consumer business this
‘yearina bigcorporate transformation.

But a week Iater the Spain-born exec-
utive’s ambitious plans are in doubt
after a landmark court decision. The
ruling could torpedo J&J's controversial
attempt to use the US bankruptey sys-
tem tomanage billionsof dollarsof legal
claims from cancer sufferers who sayits
talcum powder caused theirillness.

Executives at other US companiesare
anxiously studying the ruling by the
‘Third US Circuit Court of Appeal, which
experts say could prevent solvent cor-
porations such as 3M and Koch Indus-
tries from using complex Chapter 11
bankruptcy schemes to manage mass
litigation.

The 56-page judgment delivered bya
panel of three judges last week dis-
‘missed a bankruptcy filing by a J& sub-
sidiary, which was spun out of the com-
pany in 2021 with about 40,000 of the
talc cases following a corporate restruc-
turingknown as the “Texas two-step”.

1f upheld on appeal, it will force the
J&] unit named LTL management to
fight these cases and potentially thou-
sands more yet to be filed by claimants
in jury trials, rather than have them
‘managed by a bankruptcy judge. This
process could take decades and ulti-
‘mately cost hundreds of billions of dol-
lars, according to court filings by LTL.

Judge Thomas Ambro, whowrote the
ruling, said only a “debtor in financial
distress” should file for bankruptcy and
LTLwas not in that position because of a
$61bn financial backstop provided to it
byJ&J — one of the world’s biggest com-
panies, with a market capitalisation of
$430bn.

Analysts estimate J&]’s total liability
‘well below the amount claimed by LTL
incourtand do not think the rulingwill
delay the spin-off of its consumer unit,
which sells everything from talcto band
aids. But theywarn that the ruling casts
a shadow over the company as it seeks
to remodel itself as an innovator in the
pharmaceutical and medical devices
sectors.

“We see this ruling resulting in signifi-
cantlylonger timelines for talc litigation
resolution,” said Chris Schott, analyst at
JPMorgan, who estimates total liability
atbetween $8bn and $10bn.

“It will require J&] to litigate talc
claims on a state-by-state basis and
leave talc as an ongoing overhang on

shares!

Moody's Investor Servicesaid the tale
ruling wasa “credit negative” for J&J but
‘would not affect itstriple A rating.

J&J, which began selling baby powder
in 1894, denies its talc-based products
contain traces of asbestos and cause
cancer. It initially fought claimants in
the civil courts, winning more cases
than it lost. But when a Missouri court

The judgment
casts a shadow
over J&] as it

secksto
remodel itself

ordered J&] to pay more than $2bnto a.
group of nearly two dozen women who
claimed their cancer was caused by its
talc, the company adjusteditsstrategy.
J&] hired Jones Day, a Cleveland-
based law firm and author afdle “Texas

Industries subsidiary ia-Pacific,
Trane Technologies and a US unit of
France-based Saint-Gobain, which have
all deployed the scheme, By spinning off
separate units holding their legal liabili-
ties, which then filed for Chapter11, the

$2.5bnin divi Koch Industries
even though it spun off a unit facing
thousands of asbestos claims in 2017.
Almost six years after the subsidiary
filed for Chapter 11 halting all cases, no
settlement has been agreed in the bank-

nies to split lhemsdvcs into two scpz-

et o
normally and continue paying d

under chief

executive and two-step”. The sch
chair Joaguin

Duato, below rate

i seyalea s

liabilities into one nfth:m In Octnbcr
2021 J&] split itself into two and
announced that LTL had filed for bank-
ruptcy, a move that placed all talc-
relatedlitigation on hold.

J&] followed in the footsteps of Koch

dends to shareholders, while all court
casesare halted.

The companies argue that the mass
tort system is broken, poses a grave
financial risk to companies and is no
longer an efficient forum to deliver jus-
tice to victims. Settlements can be
reached more equitably and quickly by
managing the cases in bankruptcy
courts, they say, rather than in front of
juries —a process J&] described in court
asa “lottery”.

Tort lawyers reject this. They argue
that bankruptcy schemes deployed by
solvent corporations are an abuse of
bankruptcy courts and deny wronged
people their right to trial by jury. Far
from hastening a settlement, they
argue, the bankrupte

ruptcy courtor

Leigh O'Dell, alawyer at Beasley Allen
who sits on the plaintiff's steering com-
mittee in the talc litigation, said the
bankruptcy strategy was “cynical” and
designed to slam shut the doors to the
courthouse for victims.

She said the Third Circuit’s rulingsent
a clear message to corporate America
that a bankruptcy action must be “legit-
imately pursued in good faith” for the
purposes of reorganisation, rather than
solely to gain an advantage over con-
sumers or other claimants in litigation.

Legal experts say the ruling does not
automatically block use of the corporate
restructuring tools based on state law
which sit at the heart of the *Texas two-
step” scheme. But by stipulating that
companies must prove they are really in
financial di

tort cases on huld ll'ms removing an
incentive for the

use of the bankruptcy courts, it would

tabletonegotiateasettlement.

Critics say the strategy hands compa-
nies all the benefits of the bankruptey
system without the burdens. For exam-
ple, last year Georgia-Pacific paid

“The ruling changes the risk profile
for doing one of these bankruptey
moves” said Jared Ellias, professor at
Harvard LawSchool.

“I think boards of directors are going

‘The ruling
changes
therisk
profile . .
boards of
directors
are going to
say: this
whole
Texas two-
step thing —
itreally isn't
for us’

to say: you know what — this whole
Traca s o thing — it really isn’t for

" rhe ruling follows public criticism of
bankruptcy schemes used by compa-
nies to shield themselves from liability
and proposals by politicians to outlaw
them. Courts have also begun to scruti-
nise them more closely.

In August an Indiana judge refused a
request by 3M to halt thousands of per-
sonal injury claims involving alleged
faulty carplugs following a bankruptey
filing by a subsidiary. 3M is appealing
against the judgment.

On Friday plaintiffs filed a motion to
dismiss 2 bankruptey filing by the 3M
subsidiary Aero, saying the Third Cir-
cuit’s ruling on LTL had “knocked the
props out” from under the case and it
should be dismissed.

J&] said it would appeal against the
Third Circuit’s ruling, adding that it was
based on a “technical requirement”
rather than the company’s belief that
the strategy was in the best interests of
all parties, including claimants.

Dan Prieto, a partner at Jones Day,
‘which acts as legal counsel for LTL, said
the rulingwould not prevent companies
from pursuing divisional mergers or a
restructuring prior to making a bank-
ruptey filing, But it could create per-
verse incentives by preventing compa-
nies from ensuring they provided a
financial backstop that isin the interests
of claimants, he said.

“The potential ramification of the
opinion is to incentivise companies to
not be overly protective of claimants
‘when implementing corporate restruc-
turing because otherwise the court
might conclude the company is not in
sufficient financial distress to file for
bankruptcy.”

But most legal scholars said increased
risk would probably deter companies
from pursuing such schemes. In addi-
tion, J&] faces  high hurdle in persuad-
ing cither the Third Circuit Court or the
Supreme Court to hear an appeal ona
case involving such unique bankruptcy
issues, theysaid.

“The risk is too great. J&] has spenta
Iot of resources and now has to return to
the talc MDL (a multi district litigation
court process aimed at speeding up res-
olution of cases) with a super bright
spotlight on the company and its
actions,” said Samir Parikh, a bank-
ruptey law professor at Lewis & Clark
Law School. “It seems to have turned
intoa PR nightmare”

For claimants, some of whomare ter-
minally ill, a resolution of the talc cases
cannot come soon enough. Shawn “Val”
Johnson, who has mesothclioma, a type
of cancer linked to asbestos, won a
$27mn personal injury award from
J&] days before it deployed the “Texas
two-step”. He s still waiting tobe paid.

“I've been sick for three and half years
now unable to do very much and a big
effect on my family . ... they [my doc-
tors] don't expect me to live very long,”
Johnson told the Financial Times.
Additional reporting by Michela Tindera

Financials. Downfurn

USA Inc split over likelihood of recession

Conflicting signals on rates,

labour and consumption make

Financials

gains, industrial production and retail

sa]es — [is] still indicating growth.” he

noted, prcdmmgvery slow growth but
inthefirst half of this year.

for uncertain business outlook

ANoREw EvcaciirsE ook
NEW YOR!

‘The split-screen picture of the world’s
largest economy comes as the Federal
Reserve last week slowed the pace of its
interest rate increases while indicating
it would still have to raise borrowing

sion” on earnings calls by CEOs topped
early pandemic levels in November,

November. US employers defied fore-
casts hy adding 517,000 jobs in January,

Sentieo.

Since the start of the year job losses
have also spread from Silicon Valley to
‘Wall Street. Challenger Gray & Christ-
mas, an outplacement and executive
coaching firm, cstimated US employers

ember’s figure.

“Pandemic paranoia has set in with
employers who remember how hard it
was to bring back workers. So, it makes
sense that despite what we are seeing in
headlines regarding lay-offs, they are
still well below historical norms,” said

Corporate America’s top ar

costs furth

sharply divided on the chances of the
country escaping a recession, as con-
flicting signals on interest rates, labour
‘markets and consumer spending mud-
dlethe business outlook for 2023.
Halfway through the fourth-quarter
:anm@ season, investors hoping fora

Evidence of slowing growth is mount-
ing, with an ISM report last week show-
ing manufacturing activity contracted
for a third month in January. The IMF
projects that US growth will fall from 2
percentlast yearto14 per cent in 2023.
Executives across a swath of indus-

than 100,000 job cuts
inJanuary, up from fewer than 44,000

Becky Frankiewicz, president of Man-
powerGroup, the recruitment company.
‘That stronglabour marketwould con-

Carlyle taps former Goldman

banker Schwartz for CEO role

ANTOINE GARA — NEW YORK

Carlyle Group has hired former Gold-
Harvey Schwartz.

firm and determine the right path to
drive the business forward,” said Con-
way, who will retain histitle as co-chair

to be the private equity firm’s chief
executive, completing its search for a
leader after Kewsong Lee’s abrupt res-
ignationin August.

Schwartz, a two-decade veteran of Gold-
min, ltft the Wall Street bank in 2018.

in December and19,000 ayem':ar].\rr
This bl halleng-
for

in
2023, Sachin Mehra, s chief

Z 000 lay-offs, FedEx said it would cut
10 per cent of its senior ranks to align
better with customer demand, and Intel

financial officer, said last week.
McDonald’s and Mondelez Interna-
tional echoed his. d:scnpunn of the US
nt”,

ontheU s pros- P cited “ ic headwinds” to “resilier
it ok e rae sioiames Hoye. shous sieiustuimse Sunition fo | aklisn oittiog the sy obit CEO and /sty joining Procter & Gamble in say-
been frustrated. several months, with a Business Round-  other executi managers. ingit fits cus-

Companies including Ford, McDon-
ald’s, UPS and US Bancorp have told
investors they are preparing for at least
amild US recession. Elon Musk, Tesla's
chief executive, went further, telling
analysts last week the carmaker proba-
bly faced “a pretty difficultrecession”.

Yet even as Big Tech groups, such as
Alphabet, cut costs in the face of an
advertising slowdown, other compa-
nies, including American Express and
General Motors, have told analysts they
expectthe USto avoid a big downturn.

Caterpillar, the industrial machinery
group considered an economic bell-
wether, said this week that its US mar-
ket “remainsrelatively strong todate”.

“So far, it’s safe to say that the reces-
sion is mostly in people’s minds,” said
Danny Bachman, a US economic fore-
caster at Deloitte. “Sentiment data has
been very negative even as actual eco-
nomic activity — as measured by job

table survey finding last month that
CEO confidence had fallen below its
long-term average for the first time
since the third quarter 0f2023.

The number of mentions of “reces-

https://ft.pressreader.com/v99f/20230207

But such announcements follow a run
of stronger-than-expected hiring. A
labour department report last week
found the country had 1imn vacancies
at the end 0f 2022, up from 1046mn in

MecDonald’s
isamos
companies to
have told
investors that
they are
preparing for
atleasta mild
US recession
st SulvaniGety rages

tomers choosing cheaper options.
Instead of such trading down, Starbucks
said its customers spent a record aver-
agesum per visitin December.

But other companies have reinforced
the message from consumer sentiment

the helm at one of the larg-
esl private equity groups, with $369bn
in assets under management but with
growth and shares lagging behind com-
petitors such as Blackstone Group and
KKRinrecent

He will have d:c task of stabilising
Carlyle after a period of leadership
uncertainty and setting strategy as a
decade of benign markets for private
equity groups makes way for more chal-
lenging conditions.

William Conway, a Carlyle co-founder
who acted as interim chief while it

surveys that show Americans becoming | searched for a new leader, said in a
yspend- | memo to that Schwartz

ing, pamcn]arly for gc-ods rather than | would continue toexpand the New York
and Washi its

As Morgan Stanley cconomists
pointed to how “belt-tightening” con-

historical speciality in corporate buy-
outs and execute a strategy “that
ch d lerates the diversifi-

they accumulated early in the pan-
demic, apparel company Hanesbrands
described demand as "muted”.

R eheih W 7|

cation plan”it has pursucd.

Carlyle, a pioneer in the private
cquity industry, has trailed peers in
real

from companies exposed to a housing
market beis isil

expan targeting
estate, infrastructure and credit-based

of Carlyle’s board of directors alongside
co-founder David Rubenstein.

Schwartz’s appointment comes
almost six months after the resignation
of Lee, who left after talks over a new
contract broke down.

The departure upset a succession plan
Carlyle had put in place five years ear-
lier and revealed contlict between Lee,
who had been seeking greater auton-
omy in setting strategy, and the firm’s
co-founders.

While Conway and Rubenstein
retired from Carlyle years earlier, they
maintained influence as board chairs
holdingsignificant voting power.

After an extensive search process,
Schwartz last week emerged as a front-
runner as the firm worked to reveal a
new leader by its fourth-quarter earn-
ings announcement, due today.

Carlyle’s board of directors met on
Sunday to vote on the appointment, said
people familiar with the matter. Ruben-
stein and Conway were joined by
Schwartz at a town hall yesterday intro-
ducing the firm’s new leader.

“Harvey is a widely respected busi-
ness builder with significant leadership
experiencein a high-performing, highly
competitive global financial institu-
tion” Rubensteinand Conway said.

Al Gﬂld.man Schwartz was known for

rates. Sherwin-Williams, onc of the larg-
est US paint companies, said last week
that it saw “a very challenging demand
environment”.

“will be available to help Harvey in
any way I can, but I firmly believe the
best thing I can do is lct him — sup-
ported by the rest of the team — Lead the

and risk
s luns instecring the bank’s trading divi-
sion through the financial crisis.
Additional reporting by Joshua Franklin in
New Yorkand Kaye Wigginsin Hong Kong
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Fixed income. Castro-era debt

Cuba pledges engagement
with ‘legitimate’ creditors

Ministers say they will discuss

bond restructuring even amid
court fight with Caymans fund

MICHAEL STOTT — BOGOTA

Cuba has insisted that it is willing to
talk to “legitimate” creditors about
repayment of billions of dollars of Fidel
Castro-era foreign debt, even thoughits
communist government is fighting in
the High Court in London to dismiss a
claim by a Cayman Islands-registered
fund.

Private sector bondholders, who are
owed an estimated $7bn of unpaid
Cuban debt dating back to at least the
1580s and interest, said Havana had for
years stonewalled their proposals for
negotiations.

‘But two Cuban mini

investors i iateamutually  Slow progress:  restructuring proposal to Cuba in 2018
a il with private  beneficial debt ing with the  Cuba i H
creditors as a precondition to the Cubans. domestic The group included two other funds,
Caribbean nation regaining access to  “We did put some quite imaginative  product fell 11 Stancroft Trust and Adelante Exotic
bond markets to help finance its cash-  suggestions onthetable, hetold the FT.  per centin2020  Debt.
strapped economy after a decades-long ~ “But they either completely ignored  due to the The coronavirus pandemic caused a
absence. pandemic fall of 11 per cent in Cuba’s gross

Cuban debt barely trades in second-
ary markets because of a lack of
demand and Washington’s sanctions
against the Caribbean island stop US
fundsand i ingit

[the] propasals or just rejected them out
of hand.”

CRF has dismissed the bribery
allegations. Its lawyers noted in
ugmncms to the London court that

Vhenit d A& it fotehes loss Haan

them from its legal case
]usl before ings opened, which

10centsin the dollar.

However, Havana’s immediate
challenge is to resolve its legal battle
‘with the Caymans-based CRF I fund.

The government is resisting an
attempt by the fund to pursue it for
€72mn of1980s debtand interest.

If successful, the CRF I claim could
case the way for other private sector

rare interviews with the meclll
Times a willingness to engage with
creditors as Havana seeks Lo extricate

¥ v ettt eneren e e
own name on two picces of Cuban debt

they described as“a belated recognition
that the extremely serious allegations
made ... . were bascless and should
never have been made”.

Olivera, however, said that Cuba “did
not ask the English judgeto prove that
there had been corruption . . . because
that hasalready been proven in Cuba’.

John Kavulich, head of the US-Cuba
Trade and Economic Council, a private
non-profit group, said the London trial
“matters far more than most peaple are

itself from its. st in
decades.

“The position of our country is
that we recognise our legitimate debts
[and] our legitimate creditors, our
position is firstly to recognise them, be
transparent, to always talk with our
creditors and seek terms which are
mutually favourable to honour these

Cuba has claimed that CRF acquired

Headded: “What thislawsuitandtrial

thel il ific legal

has done is to f ittention on how

conditions needed for their validity
were not met. It has also claimed that
CRF usedbribery.

“CRF is not our creditor and never has
been because they did not acquire this
debt validly Silvera, said. “We hold
that there was a case of corruption

saidj scar
ManuelSilvera.

‘Havana secured an agreementin2015
‘with the Paris Clubof creditor nations to
write off more than three-quarters of
the debt that it owed them but has
reached no such deal with the private
sector.

much Cuba owes, that they don’t pay
what they owe and that they are fighting
paying what they owe...From a
‘marketing standpoint, it sadisaster”
Cuba’s first deputy finance minister,
Vladimir Regueiro, also in London for
the court hearing, told the FT that

A former official of the ed
Banco Nacional de Cuba jailed in Cuba
for 13 years for his role in the affair gave
testimony tothe L viavideo

Havana “was always ready to hold the
best negotiationsto seck th d

conditions which conform with the cur-
rent conditions in our cconomy” with

from Havana and “exposed clearly how
these lamentable events unfolded”.
David Charters, CRF chair, said he had

rs 2

CRFis part of acreditor group holding
§1.4bn of Cuban debt which made what
it described as a “very beneficial”

ami LagelasHGatty

domestic product in 2020, Regueiro
said. Growth has been sluggish since
while annual inflation is running at
around 40 per cent.

At the same time, the “unprece-
dented” tightening of US economic
sanctions against Cuba under the
Trump administration had seriously
affectedthe economy, Regueiroadded.

“Nonetheless, ratifying that position
of recognising the debts which our
government has, there have been
important negotiations at the level of
companies, institutions [and] directly
between banks...and with the
government too, with other sovereign
governments”, he said.

CRF began building positions in
Cuban debt from 2009, buying in
hope of making a profit on e
restructuring.

‘ve accused us of beinga vulture
but if we wanted to be aggressive, we

Fixed income

‘Wanda bonds
meet strong
demand in bet
on Chinareal
estate revival

HUDSON LOCKETT — HONG KONG

Chinese property developer Dalian
Wanda’s second dollar bond sale
in less than a month was quickly
oversubscribed yesterday, pointingtoa
renewed hunger from global finance
after years of concern about the
financial health of China’s highly
indebted real estate groups.

The sale of a three-year US dollar
bond by Wanda received orders worth
around $500mn, according to two
people familiar with the deal, who said
the developer had planned to raise as
much as §300mn from the offering.

The latest debt sale by Wanda, which
had already brought in $400mn from a
bond issued in January, underscored a
nascent recovery for high-yield dollar
debtin Asia.

Sales had all but evaporated over the
past two years as Chinese authorities
clamped down on excessive leverage in
the sector.

Issuer Wanda Properties Global set
guidance for the bond's yield at around
12.5percent.

Tnvestment bankers in the region said
foreign investor appetite had returned
as Beijing seeks to bolster the hard-hit
sector. The government has scrapped

A fund manager in Hong
Kong described the bond
sale as a ‘barometer for
investors' confidence’

targets for equity and assets meant to
limit the leverage of property groups.

‘The targets had previously served asa
warning to banks to avoid lending too
much too quickly todevelopers.

One person familiar with the deal said
investors who had put in orders for the
January offering had “come back asking
for Wanda to raise more” after they did
not receive sufficient allocations from
the last deal, which drew demand of
about $1.4bn.

The person said Wanda was unlikely
to use all of its dollar debt issuance
quota from China's central government,
which would allow it to raise another
$400mn before expiring in March.
“We're going to be looking at a size of
$200mnto$300mn,” the personsaid.

A fund manager in Hong Kong
described the bond saleasa “barometer
for investors’ confidence” in China's
propertysector.

Dollar bonds from real estate groups
such as Country Garden and Wanda
have clawed theirway back to face value

They've could have litigated on the whole after tradingin distressed territory.

accusedus  portfolio” Charters said. “We could Not all developer bonds have
fhei have fircd a $1.3bn broadside and we recovered — with those from

ofbeinga didn't” defaulting developers such as China

vulture but CRF had suggested to Cuba Evergrande, which has repeatedly
y 1d negotiating on a cash sum for the two missed restructuring deadlines, still

we cou piccesof debtatissuc withalargereduc-  Ourgiobal ishing at di levels.

have tion in du gives ye Bankers in the region said many

litigated on  Pymentscoming from a surchargeon  market-moving | bond investors were still wary of the

g visiting cruise ships or irliners. newsandviews, | propertysector.
the whole A verdictis expected in around three 24 hours a day Credit Suisse is the global co-ordina-
o Tosing sid torand forthe deal.
portfolio toahigher court. Additional reporting by Sun Yuin Beijing

Crypto

DCG sells shares in Grayscale trusts
amid push to raise funds for creditors

NIKOU ASGARI — LONDON
RYAN MCMORROW — BELIING

Conglomerate Digital Currency Group

begun tosell shares in several of its
most prized cryptocurrency funds ata
steep discount as it seeks to raise funds
to pay back creditors of its bankrupt
lendingsubsidiary.

SoftBank-backed DCG has started to
offload holdings in several investment
vehicles run by its subsidiary Grayscale,
accordingtoUSsecurities filings scen by
the Financial Times.

The move underscores the financial
difficulties at DCG as it tries to raise
funds to support Genesis, its collapsed
lending arm, while secking to preserve
its most cash-generative business.

Connecticut-based DCG, founded in
2015 by former banker Barry Silbert,
is one of the largest investors in
crypto coins and businesses, and is
backed by investorsinch
Singapore’s sovereign wealth fund GIC
and Alphabet’s venture arm CapitalG.

Grayscale, its asset management
business, is a key asset for DCG as it

pools of bitcoin, cther and other
cryptocurrenciesin funds that investors
can buy shares in from their brokerage
accounts.

DCG is selling stakes in one of its
largest trusts, cven though the shares
over the past two years have fallen to
substantial discounts to the underlying

rocked the digital asset industry. The
US group has been attempting to
repay more than $3bn to its creditors
and has been embroiled in a public
dispute with the Winklevoss twins over
the debts.

Toraise further funds, last month the
group hired Lazard Imn]mrsmhelp sell

CoinDesk.

valueof cry theyhold.

The company is raising money after
the lending unit of its crypto broker,
Genesis, collapsed into bankruptcy in
January, becoming the latest crypto
company to fail after the downfall of
Sam Bankman-Fried’s FTX exchange

fees for

year in lucrative fees for managinglarge

managing pools of cryptocurrencics

https://ft.pressreader.com/v99f/20230207

DCG’s recent share sales have focused

Commodities

EU climate goals leave buyers fearful of
signing supply deals, say US executives

JUSTIN JACOBS — HOUSTON

Talks to send more US natural gas to
Europe have stalled as the continent’s
climate goals deter buyers from
‘making long-term fossil fuel supply
commitments, according to two US
energy executives.

The US has shipped record volumes of
liquefied natural gas to Eumpc over the
pastyear, helpt

plant in Louisiana on the US Gulf Cam.
said he was alsostruggling to find
Europeanbuyers.

“Is it popular in Europe to come to
Commonwealth LNG and do a 20-year
deal . . . the answer is no,” he said.
“Politically, it is just too close to their

under which the US would try to send
more LNG to Europe — but only until
2030. The EU aims to be net-emissions
free by 2050 and wants to replace
Russian gas with a huge buildout of
cleanenergy capacity.

European buyers and US developers

The long-term contracts, which can
beworth billions of dollars over decades,

has moved tosell about ofits

stock to raise as much as §22mn in
several trades since January 24,
. Th

By off
‘most of its piptl.inc supplies as part of
thewar in Ukraine

selling at about $8 per share, dcspll:
each shares claim to §16 of ether.

“This is simply part of our ongoing
portfoliorebalancing” DCG said.

Grayscale earns a 2.5 per cent
‘management fee on the 3mn of ether in
the trust, equating to $209mn in the
yearto end September.

DCGlast sold shares in the Ethereum
trust in 2021 when the vehicle traded
nearly at par with its net asset value,

filings provided by The

‘While the green influence
in Europe is impacting

deals. Poland’s PKN

Orlen last month sign:d a 20-year

supply agreement with a Texas export

plnnl. proposed by Sempra LNG and in

Germany’s EnBW expandedan
c)ﬂsungd.mlmth Venture Global.

But those deals have not come at

el e ; nearly the pace and scale many
Lty tiktuc vn]lmg o Ganitin then;' whole ph}]osol‘)k}y. prodicial. Neatly o year after Rimisin's
multi-decade supply deals needed to  that’s not true in Asia invasion of Ukraine, only one of more
underpina wave of proj thana ive USLNG expart
onthe Gulfof Mexicothatwould further  were needed to secure funding from projects has secured enough buyers to
1ft supply in the comingyears. banks to cover the "of commit

“[European] buyers are fearful of
their governments telling them they
can't buy hydrocarbons 15 or 20 years
from now,” said Nick Dell'Osso, chicf
executive of Chesapeake Energy, one of
thelargest US gas producers. “[ Things]

now”

‘Washington Service. Today, the shares
trade at half the value of the cthereum
cointhey represent.

Paul Varello, chief executive of
Commonwealth LNG, whichiis ryingto
sccure buyers for its proposed export

buildingnewLNG plants, said Varello.

Europeans are still focused on
coveringtheir encrgy needs for the next
coupleof y “mismatch”

Europe’s mild winter has further
damped buyers’ appetite for long-term
commitments, said exceutives.

devel i turning

between them and US LNG producers
that need much longer commitments,
said Jason Gabelman, an analyst at
Cowen Research.

The European Commission and
‘White House last year agreed a deal

their focus to potential buyers in China,
South Korea, India and clsewhere in
Asia. “While the green influence in
Europe is impacting their whole
philosaphy, that’s not true in Asia,” said
Varello.
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The day in the markets

What you need to know

@ Stocks and government bonds fall as
investors worry over tighter US policy

® Strong jobs report triggers fears that
Fed will keepraising rates

 Dollar slides while Europoan and Asian
equities also attract sellers

Global stocks and government bonds
sank and the dollar strengthened
yesterday affer last weeks stronger than
expacted US jobs report raised the
likelihood of further interest rate
increases.

Data released on Friday showed that
the US added 517,000 jobs in January,
much higher than the 185,000 anticipated
by Wall Street economists, while the
unemployment rate fell fo a 50-year low.

Wall Street’ blue-chip S&P 500 and
‘the tech-heavy Nasdaq Compasite both
fell 0.3 per cent as the report continued
o depress sentiment.

the US Federal d its main

‘ US Treasury yields jumped on Friday's strong jobs report ‘
Yields on 10-year and 2-year US Treasuries (rebased)

W
L

Financial conditions
paradox raises risk
of policy mistakes

Mohamed El-Erian

Markets Insight

ast week was a lesson in

central bank “unusual” —

developments that are less

common and deserve to be

thought through carefully

as they speal directly to the future
wellbeing of the global economy.

1 am talking here of two notable

contrasts. First, larger differences in

policy implementation among major

for the global economy given the sys-
temicinfluence of these centrs

Compare this situation with the prior
monetary policy regime when we had a
high degree of correlation, if not initial
& e betvreen central banks.

much discussion among market

participants. Yet it is not what the Fed

sees, judging from Poweell’s comments at

last Wednesday's press conference,

where he repeatedly referred to

financial conditions having tightened
the past 12 months.

Al
fm:mcuﬂ markets, central banks
doubled down on unconventional
monetary policy to pursue broader

1t could well be, as suggested by
vice-chair Lael Brainard a few weeks
ago, that the Fed xsgul\l:dbvas]mm\ed
downview of jons.

central banks. Second and more outcomes hand

US equities fell on Friday affer the jobs rtant, 1 rticular)
report buf posted a gain over theweekas | oL slglzlsfmmlheUSFedelalReservrand Another, e pot:nt]aﬂv more
the through which tween how

policy rate by only a quarter percenfage
point, the smallest amount since March.

“The U labour data shocked" and the
number of jobs created “makes it more
probable that the Fed will keep hiking",
said Steve Englander, a strateqist at
Standard Chartered.

While the US Dollar index — a measure
ofifs strenath against a baskef of six
other currencies — added 07 per cent
yesterday, Refinitiv data shows that the
dollar has slipped 5.8 per cent aver the
past three months as US rate rises have
slowed.

Englander said the jobs data onits own
was urlikely 1o unwind the dollar~

negative view but that “alarming inflation
signals” when Januarys numbers are
released this month might do the frick.

Government bonds in the US and
Europe sold off, with the yield on the
benchmark 10-year Treasury rising 10
basis points to 363 per cent following a
13bp increase on Friday.

The yield on the 10-year German Bund
added 10bp to 2.29 per cent, reversing a
decline last week.

Traders initially rushed info sovereign
bonds on hopes that the current cycle of
rate rises may be nearing ifs end — even
though the European Central Bank and

the Bank of England last week raised
rates by half a percentage point.

‘The region-wide Stox Europe 600 fel
08 per cent as did Frankfurts Xetra Dax,
with sentiment also eroded by weak
December eurozone refail sales figures.

London's FTSE 100, which last week hit
arecord high, fell 0.8 per cent.

Most Asian equifies declined as a rally
in January for Chinese equities fizzled out
and heightened US-China fension
deflated sentiment. Hong Kong's Hang
Seng index fell 2 per cent while the 51
300 index of Shanghai and Shenzhen
stocks shed 13 per cent. George Steer

Markets update

Level 410905

Eurozone

180244 2769365 783671

]

Brazil

323870 107915.48

‘monetary policy delivers outcomes,
At Wednesday's press conference that
followed the announcement of a widely
expected 25 basis point rate hike, Fed
chair Jay Powell referred to disinflation
11 times. In contrast, the word did not
come up at all in the press conferences
of Christine Lagarde, president of the
European Central Bank, and Andrew
Bailey, Bank of England governor.

The disinflation narrative helps
explains why markets, which had done
little in response tothe release of the Fed
policy statement before the press con-
ference, then tool off in a

he Fe partrayed narelal oomdletbns

Policymakers have to

be careful to avoid their
communications being an
undue source of volatility

and what the most widely followed
indices are telling us.

Financial conditions matter for the
effectiveness of monetary policy. As an
illustrati the

fashion as Powell answered questions.

Butthe difference between the Fed on
the one hand and the ECB and BoE on
the other is notlimited to words. Weare

prior regime of floored interest rates and
sizeable liquidity injections repressed

Thot wocld be simila toits approach
for inflation where it is now paying alot
of attention to core prices in services
excludinghousing.

‘One way of figuring this out would
be by knowing how the Fed reacted
internally to Wednesday’s roaring
market price action and Friday’s strong
jobs report. Unfortunately, such infor-
mation is highly elusiveunless some key
Fed officials come out — or Powell him-
self at his scheduled event teday — to
“correct” the markets' understanding of
what theyheardand seen.

The longer this “financial conditions
paradox” remains unresolved, the larger
the seope for another policy mistake.

For many years, central banks were
celebrated for beingeffective repressers
of economic and financial volatility, We

worle

latility.
This time around and nccoldmg to

T'heyhnve o be careful to avoid their

aleo seeing a di in policy
developments and prospects.

The Fed appeared last week to have
taken a hard turn towards expecting a
soft landing — that is, inflation heading

ith litt]

indices,
financial conditions have dlvolccd
themselves from monetary po
e
yearagobefore the Fedembarked on its

% change on day 66

071 067 082

.76 056

Yield 3624

1073 132860 1201
0.82¢

1389

6783 5194
54¢

Basis polnt change on day 10210

3238
10300 X 18.800

12993
0.400 11300

Level 42803

20.47 73.68 187535

2349 421360

% change on day a5 E 3 85
e o ST o CTeRE = To00 G, S BV, AW, O =70 T, o, Ao = Lo 1. B T
Ma uity markets

S&P 500 index Eurofirst 300 index FTSE 100 index
4320 1840 e
w60 o0 JeED
4000

1680 e

3840
3680l il qepolitii i1y 7040

Dec 2025 Feb Dec 2023 Feb g L Feb

Biggest movers
%

Exira Space Sforage

Newmont

Downs

s acn & Ta0GMT

Eurozone

314 Bayer 33

Adidas

Centrica 178

Fresnill

0Ocado 336

Bt -319

PR e ——]

Wall Streef

Catalent leapt to the top of the S&P 500
after reports that the contract drug
manufacturer could be a fakeover target.

Bloomberg reported that life sciences
company Danaher had expressed an
interest in Catalent in recent months,
valuing the group at a “significant
premiuny’, according to unnamed sources.

Buta deal was not imminent, said the
article.

Near the tail-end of the biue-chip
benchmark was beef and poultry
producer Tyson Foods, which missed its
fiscal first-quarter earnings.

Donnie King, chief executive, said “we
faced some challenges in the first
quarter” as Tyson posted earnings of 85
cents per share, which was more than 36
per cent below what Wall Street had
expected. “Market dynamics and some
operational inefficiencies impacted our
profitability,” said King.

The Us-lsted shares of biotech group
Alvotech, which specialises in biosimilar
medicines, climbed off the back of a deal
with Advanz Pharma o commercialise
AVT23,a proposed biosimilar to
Novartis's Xolair fo treat asthma.

The agreement covers the European
Economic Area, the UK, Switzerland,
Canada, Australia and New Zealand — an
estimated market for the reference
product worth more than $1bn, according
1o data from IQVIA. Ray Douglas

Europe

Finnish games developer Rovio rose
sharply on announcing the start of a
strategic review and preliminary non-
binding talks with “certain parties,
including Playrika” —linked 0 patential
takeover offer.

Israels Playtika, which develops fres-
to-play mobile games, ast month
presented a sweetened bid of €905 per
share — almost 60 per cent higher than
Rovio's previous closing price at the time.

This was 55 cents above Playtika's
€850 per share offer made in November.

Rothschild & Co jumped on news that
the Rothschild family was planning fo
take the investment bank private.

Concordia, the holding company of the
Rothschid family and the lender’s largest
shareholder, intended fo offer €48 per
share, 3193 per cent premium to Friday's
closing price.

The move was driven by a desire to
assess the business “on the basis of ifs
long-ferm performance rather than short-
term earnings”,said Concordia.

A ratings downgrade weighed on Carl
Zaiss Meditec, the medical tech
subsidiary of the German optical group,
which was lowered o “hold” from “buy”
by Berenberg.

Given Carl Zeiss" recent rally and likely
pressure on margins this year, the broker
said it was fime fo pause “for breath':
Ray Douglas

https://ft.pressreader.com/v99f/20230207

London

Morses Club dived following news that s
shareholders at  general meefing on
Friday had voted for the subprime lender
to delist and re-register as a private
company.

Morses revealed in September that it
y lossmaking” as it sought
to deal with customer claims linked to
“unaffordable lending”.

The last day of dealings in Morses
shares would be February 10.

Steel and foundry specialist Vesuvius
retreated after disclosing a cyber security
incident involving “unauthorised access
1o our systems’.

Vesuvius said it had shut down
affected systems and was working with
experts o identify the extent of the issue.

Trading platform Plus500 climbed on
news that it had been granted a licence fo
operate across the United Arab Emirates.

lefferies said “the concentration of
wealth in the UAE makes if an attractive
market for confract-for-difference
providers” such as Pluss00.

Medical diagnostic group EKF
Diagnostics dived affer announcing that
its core profits would be “slightly below
market expectations” for the full year.

‘The news came as EKF revealed that
Mike Salter would be stepping down as
chief executive with “immediate effect”,
although he remained part of the
management team. Ray Douglas

nomicgrowth,
The other two central banks seem
more worried about inflation persisting
and, therefore, a hard landing such as a
recessionor, worse, stagflation.
Needl i impli

4.50 point rate hiking
cycle, and this loosening has been
turbocharged since the December Fed
policy meeting. All of this is consistent
with last Friday’s stunning US payrolls

isparity hias been the subject of

Teing an undue source
of such volatility. This is even more
important in a global economy
navigating the uncertainties associated
with changing globalisation, the energy
transition, the rewiring of supply chains
and — in the case of the US and UK —
exceptional labour market conditions.

Mohamed El-Erian s president of Queens’
College, Cambridge, and an adviser to
Allianz and Gramercy
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Giants of Swiss art in conversation

Ugo Rondinoneis paired with
two illustrious predecessors
inashow that shakes up
Geneva’s Museum of Art and
History. By Gareth Harris

he Swiss artist Ugo Rondi-

none has taken over the

Museum of Art and History

in Geneva, drawing exten-

sively from the institution’s
rich holdings for an exhibition called
when the sun goes down and the moon
comes up. He has delved into the collec-
tion of the museum, which dates from
1826, interspersing his own works with
more than 300 historic items, from
early 20th-century drawings by Adol-
phe Appia to 18th-century timepieces.
Key works by two Swiss artists, Ferdi-
nand Hodler (1853-1918) and Félix Val-
Iotton (1865-1925), are also included,
creating a three-way conversation
between Rondinone and his predeces-
sorsabout love, desire and the complex-
ities of the human condition.

The sprawling exhibition encom-
passes 13 rooms in a wing of the institu-
tion. On one side are works by Hodler,
including his large-scale warrior images
such as “Guerrier a la hallebarde”
(1895-96) and lake views, along with his
sketches of his dying mistress Valentine
Godé-Darel. On the other side are
nudes, landscapes and still lifes by Val-
lotton. Rendinone focuseson the oppos-
ingdrives of Eros and Thanatos (mythi-
calpersonifications of life and death).

“Hodler and Vallotton represent con-
tradictory, codependent and comple-
‘mentary views of 19th-century move-
‘mentsthat led to the first 20th-century
art movements,” says Rondinone.
“While Hodler’s symbolism has his foot
in the past, Vallotton’s post-Impression-
sim marks the beginning of Medern-
ism.” It is the first time that the two
“giants of Swiss art” have been brought
together in such an exhibition. This
duality frames the exhibition; the sym-
metry of the show matters, from its

Iayout in two halves to the switchi

M.

Above:
sculptures by
= =

from the coll the
drapery and vallpspet are m;.mi by

are placed ina
gallery of
medieval
weaponry. Left:
Rondinone’s ‘the
sun’ (2017)

S enge T

from upbeat elements to darker aspects
of existence.

Hodler and Vallotton are also given
their own homes in the show. These

fictional * fons” of apart-
ments, co-created by Rondinoncand the
architect Frédéric Jardin, area highlight.
Hodler's abode brims with porcelain
picces, Tarot cards and watches drawn

drawings of male figures uncovered by
Rondinone in the museum collection.
There are also invented mi

withwater different oceans;
these poised animals arc shown along-
side Hodler’s tranquil depictions of
Lake Genevaand Lake Thun and — just

likethe the half-full h

vintage images of Hodler I
witha male companion.

“Both men were known to be hetero-
sexual)” says Marc-Olivier Wahler, the
museum’s director. “But Ugo thinks
they could also have liked men in a
fluid way, especially when you see the
fascination Hodler has for masculine

Hodler submitted works for the Swiss
National Exhibition in 1896, so this
show could be seen as a meditation on
‘what it means to be Swiss, with all three
artists shaping and reflecting national
identity. “Switzerland docsn't have an
explicit identity” Wahler says, “whercas

T gt rater-
certainway”” nité and liberté. Similax ideas apply in
Some visitors may miss the exhibi- England. is more like a

tion’s secret rooms, accessible only
through a “magic door” which opens
when approached. This hidden enclave
of rooms also plays on the idea.of light
and shade. glass clocks in

Presented by
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the first secret room are a cascade of col-
our, while the second room — contain-
ing a huge sculpted locked door sur-
rounded by 16th-century helmets —
explores the “power of obscurity”,
according to a curatorial statement (in
the pitch black gallery the eyes deceive,
formingstripsoflight).

At every turn in the Hodler apart-
ment, little-known but important
‘works, such as Carlos Schwabe’s carly
20th-century series of sketches showing
an anguished female muse, catch the
eye. It is all a clever twist on the
gargonniére, the fin-de-siécle term for a
residence where extramarital affairs
were conducted.

Uplifting elements of the show
include a room dotted with sculpted
glass horses by Rondinone partly filled

Rondinone is known for his vividly
coloured stacked stone sculptures,
which have popped up in locations
worldwide such as the Ras Abu Aboud
beachfront near Stadium 974 in Doha,
Qatar. In2007, he represented Switzer-
land at the Venice Biennale along with
Urs Fischer and recently teamed up with
the Swiss tennis superstar Roger Fed-
erer. The sculptor transformed the 20-
time GrandSlam winner intoa flying fig-
ure for his burn shine fly exhibition at last
year’s Venice Biennale (Federer was
placed in a harness in his underwear
duringthe modelling process.)

Rondinene’s works anchor the
Geneva show throughout, including his

vast circular sculptures, the sun (2017)
in bronze and themoon (2022) in silver,
which act as a gateway to the different
rooms. The latter leads visitors into a
gallery of medieval weaponry where
Rondinone’s languorous nude hyper-
real human sculptures, fashioned from
wax and soil, rest against the display
cases. Still lifes and landscapes by
Vallotton, such as Paysage & Vence
(1924), are reframed in this setting, giv-
ing these disquieting paintings a new,
life-affirmingquality.

Rondinone s the third person to par-
ticipate in the Open Invitation XL series,
‘which has given prominent creative fig-
ures free rein toreinterpret and present
the wide-ranging collection under
Wahler. Viennese artist Jakob Lena
Knebl and art historian Jean-Hubert
Martin were the first two practitioners
given this carte blanche. Belgian artist
Wim Delvoye is working on the next
Open Invitation XL iteration, followed by
the USsculptor Carol Bove.

‘Wahler is keen to reinvent the
museum for modern audiences, dis-
mantling the idea that such august
institutions are, as he once called
them, “ivory towers”. “I think this exhi-
bition is a good example of what could
be done in the future; the way pre-
sumed opposites work together and

frame — it can be described as being like
negative space”

Tojune 18, ville-geneve.ch

Ferdinand
Hodler's large-
scale warrior

images occupy

Sideman shines in the spotlight

Ant Law
€06 Club, London
Skt

i th ba
double bass entered, cymbals swished,
sharp rimshots added tension behind
lilting sax and quick-fire runs brought
m” toan edge. “Its at the rock
end of the gig tunnel,” said Law before

Mike Hobart

A palpable sense of anticipation infused

a packed 606 Club ahead of the debut

pr_dormanct of Ant Law's latest band.
h guitarist is a fearsome tech-

the next twisty tune. Now
thepulsc hada funky bite and moments
of calm cased the headlong rush. Then
came “A to Z”, a love song with a pretty
melody, gentle picks and strums from
Law’s guitar and a sonorous solo for

nician with an original voice, whose
growing reputation i built on a decade

Although Law’s acstheticis demand-

with an amended progres-
sive scale; Vinson plotted a route
through the complexity without turning
a hair. Then drummer Simpson brought
the angular funk of “Octopus Pyjama”
to acrowd-raising high.

The second half added the blues-
spiced waltz "Where Would We Be” and
a short but lovely ballad, “Ensconced”,
to Law’s tricky aesthetic core. High-
lights included the bubbling froth of
tapped rimshots, disjointed sax and gui-
tar that penbdlu]ly interrupted the
arity”, and bassist

ing, soloists bmught cach piece

Le Fleming and dmmmer Simpson

Law's new project, Unified Theorics,
isatroota

vibrantly to
nmul (ncns wu.h a centred pithy tone

il (oot g AE
this gig, long-form complexitics were
compressed into bite-sized chunks and
compositions unfolded through dense
ﬂm:kmaf harmony, intricate rhythms

thythmically at speed.
e grand
contrasted with the leader’s electronic
bite, and Law combined emotional
warmthwith fluency and tonal control.
The first half ended with two compo-

Bnt it was his A-list supporting cast
that added the extra spice. Saxophonist
‘Will Vinson and bassist and former
cter Orlando Le Fleming are

ritish-born long-term residents of New
York. Cuban drummer Ernesto Simp-
son launched his career in Havana with
Dizzy Gillespic, and the Mercury Prize-
winning pianist Gwilym Simcock wasa
regular in Pat Metheny’s band.

‘There was ample space for soloists to
breathe, providing they were up to
snuff. Although rehearsal had been
‘minimal, the flair and proficiency of
Law’s carefully constructed ensemble
delivered the sonic detail and emotional
contrastsof each twist and turn —which
augured well for the recording session
booked for the following day.

The evening began with Law conjur-
ingasense of new beginningswith shim-
‘mers of plucked strings over haunting

pace. First, “Colours” expanded an

Guitarist Ant Law, right, with his band at the 606 Club — rogormonas

“Tbilisi” ended the cvening, awicked
concoction of bespoke harmonies and
angular unison lines delivered by sax
and guitar at breakneck specd. Tight,
powerful and oozing confidence, two
stabbed chords signalled that the
cveningwas done.

antlaw.couk
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Many voters blame the president for inflation, but good news on jobs could boosta pitch for re-election.
He will need to hone his personal appeal, though, rather than bank on public distaste for his predecessor.

By James Politi

Biden makes his case for a second term

oe Biden was relishing the
moment on Friday evening,
when, 1o a cheering crowd of
Democrats at a hotel in down-
town Philadelphia, he listed
someofthe highlights of his presidency.
©On the midterm elections: “A giant
red wave? Well, guess what? It never
‘happened.” About the economy: “We
created more new jobsin two years than
any president did in their entire term”
And internationally: “America is back,
and we're leading the world again.”

Insisting there was “a lot more to do”,
he challenged an audience that had
been holding up “Joe” and “Kamala”
signs to keep supporting him. “Let me
ask youasimple question. Are you with
‘me?” Biden said. They responded with
the dassic chant for a president running
for re-election: “Four more years!”

Because of his age — Biden turned 80
in November —and his underwl
approval ratings, the president, for
much of last year, looked like he was
floundering. Biden faced doubts about
whether he would, or rather should,
seek asecond term, with some Demo-
crats calling for fresh leadership.

But the mood in the party is now dif-
ferent. A stronger-than-expected per-
formance by Democrats in last year’s
midterm elections — historically
regardedasa referendum onthe incum-
bent administration — have hushed
‘many of those misgivings and put Biden
in a much stronger position to launch
another general election cam

The chorcography of the Philadelphia
speech had all of the elements of a re-
electionrally. Biden hasthe perfect plat-
form to reinforce the case when he
‘makes his State of the Union addresstoa
joint session of Congress today.

Data showing the US economy gained
an astonishing 517,000 jobs last month
and an unemployment rate (3.4 per
cent) at its lowest level since 1969 will
certainly help as Biden makes the open-
ing argument to Americans about why
he deserves a second chance in the
‘White House. His pitch is expected to
rest as much on his record in office as it
will on the dysfunction within a Repub-
lican party that, in many respects, isstill
inthrallto Donald Trumy

“Biden has weathered a lm of storms:
it's pretty clear the pandemicis coming
toan end, we have the bestjobgrowth in
decades, inflation may be creeping
down, and his control of the situation in
Ulkraine has been no less than master-
ful” says Elaine Kamarck, a senior fel-
low at the Brookings Institution, the
Washington think-tank, and a former
Clinton administration official. “Does
he go bounding up the stage? No! But
‘whothe hell cares?”

“Level-headed choice”

A formal re-election announcement
from Biden could still take months.

Until then, the president still hastime to
change his mind. However, most White
House officials and Democrats in Wash-
ington expect him to declare his candi-
dacyandface nomajor challenge.

“As1didin1988, and 2008 and 2020,
Took forward to being on your side when
you run for president in 2024,” outgoing
‘White House chief of staff Ron Klain
saidtoBidenlastweek.

Patrick Gaspard, the president of the
centre-left think-tank the Center for
American Progress, adds: “Democrats
feel pretty darn good about their stand-
ard bearer, and I don’t hear much of a
conversation of ‘Should he or shouldn’t
'he?” Gaspard also expects Kamala Har-
Tis to join Biden on the ticket again as
vice-president, despite her own lagging
approval ratings. “Biden and Harris are
a team joined at the hip from day one,”
Gaspard says. In Philadelphia, Biden
‘gave ashout-out toHarris: “She’s agreat
vice-president.”

‘There are some early indicators that it
could pay off for Democrats to rally
round Biden, such as an improvement
in his polling data in recent months. In
July, more than 57 per cent of Americans
disapproved of Biden’s performance as
president, compared to 37 who
approved of it. That 20-point gap has
been cut down to 8.5 points, with 52.3
per cent of Americans disapprovingand
43.8 per cent approving of the way
Biden ishandlingthe job.

Much of that rebound has been the
result of the passage of key legislation
such as the Inflation Reduction Act,
which included subsidies for clean
energyand ipti

President Joe and an easing of inflation overall.

Biden has yet to Biden's momentum, however,

formally appears to have ebbed after the justice
i £

plans, but most  cial counsel to examine his handling of

White House classified documents found at his pri-
officialsand wvate home in Delaware and a private
Democrats office he used at a Washington think-
expect him to tank. The case is a gift to Republicans
declare his ‘who can use it to attack Biden’s integrity
candidacy. and will also make it harder for Biden to
Below right: blast Trump for his hoarding of sensi-
i tivegoy ialat Mar-a-Lago

members of inapotential rematch,

Congress Many Americans remain disen-

celebrate in chanted, and some even angry, with
August as the Biden because inflation remains high
Inflation despite recent declines: the consumer
Reduction Actis price index rose by 6.5 per cent year on

Reagan. Much will depend on who
surfaces on the Republican side, say
political anal

“Against Trump, Biden would be a
very slight favourite, as the election
would probably turn on attitudes
towards Trump as much as towards
Biden,” says Charlie Cook, of the non-
partisan Cook Political Report with
Amy Walter. “Against any other Repub-
lican, Biden would be, at best, a slight
underdog”

waged during the height of the
pandemic, the next presidential elec-
tion is expected to be more traditional,
requiring more public and arguably
more inspirational appearances. An
ABC-Washington Post poll released on
Sunday showed that 58 per cent of Dem-
ocrats and Democrat-leaning independ-
entswould prefer adifferent nominee.
“When you have recently turned 80,
and you're already the oldest president
in American history, people don’t

So far, only Tru d hi:
candidacy for the Republican nomina-
tion, while Nikki Haley, the former
South Carolina governor and US ambas-
sador to the UN, has signalled she will
soon join the race. Other likely candi-
dates, such as Florida governor Ron
e s e

a

“future’” David Axelrod, Obama’s
former chief political strategist, wrotc
on CNIN.com lastweek-

“Rather than merely claiming credit
for what he's done, Biden desperately
needs totella larger story about where

passed. The year in December. Other issues includ- tis,

Iegislation has ing immigration and crime are also “If you put him up against [Trump],
boosted Biden’s ighi i i Biden i the far more level-
low approval b ded choice to be president” adds Jay
ratings “President Biden [started] year three ~ Campbell, a pql]snzr at Hart Research,
Fmoe sy of his presidency with the nation ina.  the Democratic polling firm. “Againsta
Gamescan prolonged, sour mood, with a weak job  morereasonable and palatable Republi-

[approval] rating, and with a majority
of the country giving him poor marks
fnr be'u\g able to unite the country or

can, Idon't have agood answer forthat. I
don't thinkanybody does.”

Changil s

mental and physi-
m! health to be president,” says Bill
McInturff, a Republican pollster who
conducts the NBC News pol

With ratings well below the 50 per
cent level during his first few months in
office until August 2021, it remains an
evenbetwhether Biden is destined to be
a one-term president like Trump,
George HW Bush and Jimmy Carter, or
can follow in the footsteps of two-term

With Republicans regaining control of
the House of Representatives at the
start of the year, albeit with a very slim
‘majority, Biden has already shown signs
of shifting from executing his sweeping
agenda to defending and promoting
what he hasaccomplished so far.
“When America sees these projects
popping upacross the country, it sendsa.
really important message: when we

predecessors like Barack Obama, work together, theres notadamn thing
George W Bush, Bill Clintonand Ronald  we can't do;” Biden said ata ailway sta-
tionin Bal last weck as he spoke

Biden vs previous presidents’ approval ratings |
Net approval G

ahmlt the impact of the 2021 bipartisan
infrastructure law.

 Although Bider’s approval ratings on

remain negative, his aides
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overturned the Roe vs Wade precedent.
‘The increase in his popularity has also
coincided with a drop in petrol prices
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son, Wisconsin, to argue that hisagenda
would bring “good-paying, union jobs”
tothec 3

But political strategists say Biden
needs to do a better job as a political
salesman — even within his party.
Unlike the 2020 campaign, which was

d paint a picture of how
these major initiatives are laying the
groundwork for something better.”

One of Biden's greatest assets is that
e is presiding over a Democratic party

that is more united than it has been
since before the 2016 presidential pri-
‘mary election that pitted Bernie Sand-
ers against Hillary Clinton. Despite
wrenching arguments and delays in late
2021 between the moderate and pro-
gressive wings of the Democratic party
over the size and details of the climate,
health and tax bill, there is less overt
tension and far more common ground
between the factions.

Jeff Zients, who will replace Klain as
chief of staff, has more managerial skills
than political skills, and is considered to
be more aligned with the business-
friendly moderate Democrats. “I do
think in the first two years they were
wvery worried with their left flank and
that’s probably less of a concern right

‘Against
Trump,
Biden
would be a
very slight
favourite,
as the
election
would
probably
turnon
attitudes
towards
Trump

now,” says Kamarck, of Brookings.

But even after a successful policy run
that checked off many of the priorities
of all wings of the party, Biden s still fac-
ing some scepticism that he can win
back non-college educated working-
class voters who have been drifting
towards Republicansin recentyears,

“To just get in the door with many
working-class voters and have them
consider their economic pitch, Demo-
cratsneed to convince these voters that
they are not looked down on, their con-
cerns are taken seriously and their
views on culturally freighted issues will
not be summarily dismissed as unen-
lightened,” Ruy Teixeira, a political
commentator, wrote in the Democratic
Strategist newsletter last week.

The biggest danger for Biden may well
be that of a recession hitting exactly as
the campaign season moves into full
gear. “We saw somuchinflation, and the
very acute concerns about the state of
the economy still exist right now. Are we
goingintorecession, andif so howbad is
it going to be?” says Kevin Madden, a
senior partnerat Penta, aconsultancy in
Washington, and former senior adviser
to Mitt Romney’s presidential campaign
in2012.

So far, though, the economy is holding
up. The latest IMF forecast issued last
week projected that the US economy
will grow at a rate of 1.4 per cent this
year, and 1 per cent in 2024, which
would be consistent withasoft landing.

Meanwhile, the economicteam at the
White House has grown increasingly
confident that inflation has turned a
corner. But if that outlook for both the
labour market and inflation takes a turn
forthe worse over the course of the year,
it could spell trouble.

Similarly, Biden’s response to the war
in Ukraine will have helped restore faith
in his leadership on foreign policy and
national security issues, after the cha-
otic military pullout from Afghanistan.
But if Russia makes unexpected gains
onthe battlefield, despite the billions of
dollars in military and financial aid to
Kyiv, it could be damaging to the White
House. The dispute this weekend about
the shooting down of a Chinese balloon
over USairspace underlined how acrisis
between Washington and Beijing could
upend hispresidency.

Biden seems assured he can win any
stand-off with Republicans over
increasing the debt ceiling and avoiding
a potentially devastating default for the
economy and financial markets. In the
past, Democratic presidents including
Clinton and Obama prevailed in similar
showdowns in Congress, largely because
they were judged to be more responsi-
ble. The struggles of Kevin McCarthy,
the Republican House Speaker, to con-
trol the most extreme rank-and-file law-
makers, may well be Biden's most
potent political foil headinginto 2024.

“If in fact there is a default, history
suggests that Republicans might come
out of that a bit weaker, but these things
are unpredictable,” says Kyle Kondik of
the University of Virginia’s Center for
Politics.

‘Critics are wrong’

Last month, Biden travelled to Atlanta
to become the first sitting president to
deliver the Sunday sermon at Ebenezer
Baptist Church, the spiritual base of civil
rights leader Martin Luther King Jr.
“Progress is never easy, but redeeming
the soul of the country is absolutely
essential,” Biden told the crowd.

Such words reflect Biden's sense of his
ownenduring political mission, which is
to defeat Trumpian extremism in
Americaand authoritarianism, as much
as possible, aroundthe world. It isa plat-
form that inspired him to plana run for
the White House starting in 2017 after
the white supremacist march in Char-
lottesville, Virginia, and served him and
the Democrats well in 2020 and 2022.

“Every single day the Biden presi-
dency is advantaged by the comparison
‘with the swirl of constant, daily turmoil
that is the world of Donald Trump,”
adds Gaspard, of the Center for Ameri-

canProgress.

But Biden and his top aides will be
aware that success or failure cannot
solely depend on Republican infighting.
His personal appeal, and that of his poli-
cies, will have to gaintraction. After the
booming jobs number for January was
reported on Friday, bringing the total of
employment created under hiswatch to
12.1mn, Biden scemed convinced he
was on track. “For the past two years,
we've heard a chorus of critics write off
my cconomic plan,” he said. “Today's
data makes crystal clear what I've
always known in my gut — these critics
andcynics are wrong”
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The punctured hopes for a US-China reset

Shooting down of a
spy balloon shows cold war
lessons need to be learnt

As fragments of the downed Chinese
“spy” balloon hurtled carthward off the

course by high winds while collecting
meteorological data, in a case of “force
majeure”. US officials said they had
confirmed it was a surveillance balloon

China. And the new Republican House
Speaker, Kevin McCarthy,is expectedto
ape his Democratic predecessor, Nancy
Pelosi, with a visit to Taiwan Ll‘usyzzl—

less inflam-

carrying unusual equi It would
be surprising if such an incursion was
approved by President Xi S Jinping,

hose to improy-

South Carolina coast on Saturday so, for
now, did hopes for a reset in US-China
relations. Asdivers hunt for remnants of
the airship shot down by a US fighter,
Beijing officials have accused Washing-

ton of an over hat has dealta

ing ties with the US seemed genuine.
That opens the possibility that its pres-
ence wasa result of miscommunication
between arms of the Chinese apparatus
—or,worryingly, that  hardline faction

“serious blow” 1o Lies between the
world’s biggest military powers. China
provocatively violated US airspace;
a planned visit by secretary of state
Antony Blinken to Beijing had alrcady
been called off. There is a danger the
incident could set offa vicious cyclethat
wreaks severe cconomic and political
damage. But this should be a moment
for restraint, not escalation.

ft.com/opinion

seteda “civilizn
weather airship” hul been blown nlf

Either way, th

‘matory ways forthe US to. slmw solidar-

ity with the self governing island.
Beijing has called America’s use of
force against the balloon “a serious
violation of international conventions”.
It would be well advised, however, to
keepany retaliation low key. As he seeks
to manage China's emergence from its
“zero-Covid” policies and rekindle
i i has good reason

Several dzv:lnpm:nts lonm that could
further strain relations. US officials
increasingly worry that Chinese state
companies may be assisting Russia’s
military effort against Ukraine by pro-
viding technology and semiconductors
— which may raise pressure for action
by the White House. The administra-
tion is already expected as early asnext
month to move to create a body to
review outbound US investments into

to pursue the thaw he initiated with
US president Joe Biden in Bali last
November. Biden is under fire from
hawkish Republicans at home over the
fact that the balloon was shot down only
after it crossed the US coast, several
daysafter its presence was revealed.
Therearelessonstobe learnt from the
US-Soviet cold war. The then global
superpowers were engaged in frenetic
espionage just as the US and China are

Thereisa
danger the
incident could
set offa vicious
cycle that
wreaks severe
economicand
political
damage. But
this should be a
moment for
restraint

today (indeed, balloons have retaineda
place among the panoply of high-tech
surveillance means used by both sides).

The cold war foes occasionally caught
each other in the act, but developed
ground rules of sorts. Washington and
Beijing similarly need to recognise the
cconomic, political and ideological
flashpoints between them, and develop
mechanisms to manage the risks while
reducingthe dangerof outrightwar.

In the cold war, this was achieved,
in part, by building contacts between
officialsat multiple levels. The hopewas
that Blinken’s visit to Beijing, set to be
followed by one by Treasury secretary
Janet Yellen, was the next step in a simi-
lar process. It is notable that the US has
used the word “postponed” in relation
to the secretary of state’s visit. The dust
from this latest incident must settle, but
the Blinken trip should then be resched-
uled. The US-China relationshipis of too
much consequence for the world to
allowitto be blown up by the popping of
ahigh-tech balloon over the Atlantic.
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Shattering of business certainties makes ESG a priority

Robert i il ‘more heated. Previous certainties practices to succeed in this new
about the chall 1 d th have gone, such s our views on environment amid the shattering of
social and governance investing and cost of capital for corporations. This globalisation, the primacy of laissez previously held “truths™
th have to make risks ing the muddle that has | fire neoliberal ideology, the supposed | ESG investing should be about
around whether, for instance, to degraded ESG intoa tick box exercise. Ftrickle down evaluating how well companies are
manage money on behalf of totalitarian |  Companies do not stand apart from | economics, our tolerance of the tothis new environment
regimes (A better argument for ESG, | the societies in which they operate. externalities generated by business and therefore har likely they are to
maybe”, Opinion, January 27). He is ey in activity, the of the idea that ing forward rather
alsoright that “a lot of the ESG and havean important roletoplayin | the role of business is exclusively to mechanically and thoughtlessly being
investing i is i how th icties function. ‘maximise sharcholder value, the perils | led by the nose by rankings and other
bullshit” with endless false claims, ESG is just one manifestation of the | of ialisation and many other evaluations of dubious quality and
driven by being *massive fee trough” | fact that the socio-cultural-political political issues too numerous to list. “grounded in bullshit”
for all concerned. climate has ch over | T i Joe Zammil

Yet he evaluates arguments for the past couple of decades. The nature | business i imple one: Radix Centre, for Business, Politics and
ESG on a largely utilitarian and and tone of political debate has become | how do evolve and adapt my business | Society, Amsterdam, The Netherlands
Ma has self-preservation New Start nuclear arms conventional and nuclear munitions.

As predicted in your article, this

Stephen minorities, s vital in improvinghow | iNStiNCt of a tai chi master JDHMAJUEMA treaty is worth fighting for | | 124 theus specding up and
the system operates. But it makes |  Jack Ma has mastered the art of tai chi, : The New Start treaty, the last enhancing plans in its nuclear posture
Bush states or governments look better if the most authentic Chinese AgT2 remaining legally binding measure review and Russia’s stance has in part
those realities arekeptout of sight. kung fu which focuses on the delicate between the US and Russia to control | led to the rapid growth in number and
‘That is surely why, even as the Brit- balance between advance and retreat nuclear arms, is indeed vital for global | types of nuclear weapons that the
ish state is increasing the number of to achieve not only self-preservation security as Rose Gottemoeller writes Chinese hold.
contracts awarded to Palantir, it is butultimate winning aginstall the (Opinion, February 1). Allof this is dangerously
etter i ion means i ic’s abili odds (“China’ he i i ing. Russia and the US need
better decisions: that’s the  the software at work for absence i ", developed, and in place, over many to return to the negotiating table asa
theory that makes therise  Information collated by Foundry Inside Business, February 1). years, aimed at reducing the numbers | matter of urgency.
of machine learning, new  helped build the government's Cov- After the fateful Shanghai speech at of warheads and systemstoincrease | Admiral Lord West of Spithead
technology and f | theendof2020, Ma has stayed low and trust, have been steadily croded. House of Lords, London SW1, UK
decision-maling so exciting for poli-  what was going omin British hospitals kicked off his strategic retreat and New Start is in effect the last “finger
1 d private busi publicly avail The UK gov- divestment of his stakes in Alibaba and inthe dyke”. Could BAT suitor not take
Onebitofthat revolution thatispar-  ernment has since tapped Palantir to the Ant Group which has delayed the For Russia’s Vladimir Putin seems to alook at my projects too?
ticularly exciting to UK ministersand  manage the underlying system for its listing plan for more than two years. have already ceased “concentrating 1y proj E
officials is Palantir’s Foundry soft- vaccine rollout and on critical capac- After a bricf stay in Japan, Ma has overwhelmingly on conventional SoLex reckons (“BAT: burns unit’,
ware. The joy of Foundry, from Lhe ity. But the original dashboard risks identified Singapore as his “home away forces”, with the abysmal performance | February 1) British American Tobacco
ive of the UK inga histori —even from home”. A few years ago Ma’s wife BANX | of his forces in Ukraine starkly should split off the “sinking ship” of its
its ability to access,mon-  thoughi l-purp bought a piece of land in the city-state exposed, as aresult of the shortage cigarette business, and the longer it
itorand projec- i tobuild a bungalow. Usually foreigners of weapons, lack of logistic support leaves it “the nearer complete runoff”
tions with different i healthcare hol b i is building a global in and basic equi it will be and the lower its value. Id be
and methods of data collections. The use of Foundry and the Cov- approval to buy frechold land. Singapore was quickly denicd by Rather Putin has been funding keen to meet the people Lex thinks will
Early on in the Covid 19 pandemic,  id-19 dashboard are both good exam- | - According o 2 news report, theneed | Alibaba in Hangzhou. It reminds me of | expensive updates to his aready vast | take that cigarcite business off BAT's
asystem orig plesofhow for such waived. The | that well known Chinesc idiom thata | nuclear inventory such asthe Poscidon | hands.  have a couple of projects of my
information to flow scamlessly from  ments to innovate. In normal times, most kely answer is isalready | cunning rabbit “doomsday” system, a nuclear- own I'd be interested in selling them.
i perfect  the British g would have Singapore citizen. Wei Kang powered unmanned
for allowing the British government  been much more reluctant to over- O | vehicle capable of carrying both London N1, UK
to monitor what was going on across  come public resistance to allow an
American company, and one with
deep ties to the intelligence agencies,
We don't need into the NHS. Nor, in normal times,
would it have ever done anything na publiclibrary outside Chicago, | new African diences: “But
transparency to know as transparent as use that company's not far from where Tlive, the ﬂamxwmyhumcamth:ugiy whmw:\rphﬁlfh:vmcsnf
3 of the public  tools to build a publicly avail- culture wars have found a fresh, | skirmishes historically
that much of the put i_" ShE B b i He tone CHICAGO literary front. Conservative recent board mecting f the it el ating yeopk of
realm is in poor repair try’s effectiveness in fighting a novel to havea Public Library District | colour or LGBT+ communities, “I can
disease. children's book, The Hipson the Drag | outside Chicago, over Lil Miss Hot see some patrons might feel, ‘where
the complex thicket of the NHS’s  But now that the acute phasc of the - Queen go Swish, Swish, Swish by Lil Miss biccted after | amI in the library
overlapping health trusts and GP pandemicis over, the governmenthas Amerlca S Hot Mess removed from the shelves. | the book was featured at alocal park | now?”
practices. decided it likes the benefits of better Library warfare hit record highs during children's storytime. So far these recent battles are
Civil servants describe Foundry’s  data-sharing and modelling, but dis- l b duringthe pandemic. The American The was critical in heavily weighted to the right: but my
use in monitoring the progress of Cov-  likes the opportunity for better scru- 1DI afy wars Library Association logged 729 battles, says Emily Knox, | local library in Evanston, Hllinois, ncar
1d-19 as one of the few things in the  tiny that comes with making that . attempts to censor resources in 2021, | an experton library wars at the the disputed Lincolnwood one, is also
UK’s pandemic response that worked  informationavailable to others. are heat[ng up targeting 1,597 books, the mostsince | University of Ilinois Urbana- facing challenges from the opposite
as advertised. Many in government Politicians are right to believe that the ALA started tracking requests Champaign: “Education camehome | end of the political spectrum, to
mighthold  betterand more datawill ‘more than two decades ago. Last year | and peopl remove have racist
the secret to doing something they mean having to deal with awkward ‘was set to exceed that total, the kids were learning” imagery.
‘have failed to do previously: int questions. Ifit’s not clear that the UK is association says. But the thing that sels a public ‘The library briefly considered an
the NHS’s data sources to better managing to cffectively rehabilitate ‘The Hips on the Drag Queen was library apart from a school one"is idea to insert a bookmark into such
understand how to manage treat-  most people it imprisons, say, that givena coveted starred review by the | that nobody is being ing parents to use
i care. i i trade publication Kirkus, whichsaid it | books”, says Cynthia Robinson, them for a “teachable” moment, ina
But better information comes ata  what, exactly, we hope to accomplish wasa “family friendly celcbration of | exccutive dircctor of the Illinois similar way to how some classic
cost. It makes it harder for govern-  with short prison sentences. And a drag”. It falls into the territory most Library Association. Books aren't Disney films now carry a warning that
ments or individuals to engage in  more transparent NHS may find it targeted in the library wars: LGBTQIA | often removed in responsetoa._ they include racit content It s also
polite fictions about how services  harder to engage in the covert ration- + — lesbian, gay, bisexual, request, she says, get llection “on a par
really operate. The UK government's ing the service has practised in the transgender, queer, intersex and be culled due ints, or ith the ci ic”, which is
prisons data dashboard, for example, past. But the reality is that you don’t asexual issues. On the ALA list of on accuracy grounds roughly 40 per cent non-white.
is a triumph for butit needa most challenged books in 2021, fiveof |  The Lincolnwood library refusedto |  The bruntof these battles i faling
reveals that Britain’s prison system is  to know that UK healthcare is in a bad the top 10 cited LGBTQIA +content. | remove the book fromits collection. | on America’s librarians, who never
generally pretty bad at yreha-  way i i Gender, sﬂmshtylndnnemnpe “This is about the first amendment [to | expected to find themselves at the
bilitating prisoners. in poor repair. terrain for conser h ituti i heart of the culture wars. Tucd says:
The NHSis more popular thanmost  Around the world, the data revolu- e Fed 8 Uity i M e st Moo i || s il i e ot w0
peer systems despite the fact it tion will make it harder for govern- America's culture clashes isto get director of the Lincolnwood Public do? Pelayo-Lozada says librarians are
broadly delivers similar outcomes to  ments to disguise the truth about how candidates into elected office, from Library District, tells me. She points “worried about their jobs and their
them for similar amounts of money.  the services they provide work. But school and library boards to state out that their catchment area includes | physical safety” and the disputes have
One reason for this is that the various  theyd be better off becomingenthusi- governments. Dozens of state people of diverse religi views, i
ugly things healthcare systems haveto  astic advocates for the benefits of ave to languages. But Tuccisays |  Butshewarns the issues will get
do — decidingwhoistreated firstand  transparency and sharing the fruits Timit what teachers can say about a majority of better. Coming
what type of treatments to offer —are  of better information with the voters, topics such as slavery, or force them to | board are up for clection in April, with | soontoa library near you.
kept hidden from view by the health  rather than hoarding them for the tell parcnts f a child asks tochange | conservative activists mobilising to fill
service’s model. A better system-wide political classalone. N ) their pronouns. Last month, Florida them. ALA president Lessa Pelayo- ‘The writer is a contributing columnist,
view of how treatment outcomes and by Patti Waldmeir blocked high schools from offeringa | Lozada tells me US libraries are trying | based in Chicago
waits differ for people with learning  stephen bush@ft.com
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Sarah
O'Connor

s a junior economics

reporter, [ was once given

an assignment which made

me panic. Thad been asked

to write a story about an
economic concept I didn't really under-
stand. No one else from my team was
around. Googling it only left me more
contused. Just then, Martin Wolf, the
¥1s chief economics commentator,
walked past my desk. I took a deep
breath and asked him. He explained it
clearly in a few sentences, and if he
thought I was silly tor havingto ask, he
nevermade me feel that way.

Ever since then, | have been a big
believerinasking “stupid” questions, by
which 1 mean questions that you fear
‘make you look stupid. But 'm worried
thisisadyingart.

Opinion

We should all be asking more questions

It has never been easy, of course. Lec-
turers have always found that the best
questions from students, the ones they
worry might be daft but are actually
veryuseful, tend to come during breaks,
or on the walk between buildings after
thelecture has ended.

When teaching moved online after
the pandemic started, those opportuni-
ties disappeared. But many academics
andtrainersdiscovered thatonline tools
actually made it easier for some stu-
dents to ask about the things that con-
fused them. Suddenly, they could type
questions in the chat box or send a
direct message to the lecturer, rather
than put their hand up and ask in front
ofeveryone.

Plattorms such as Mentimeter added
an extra layer of comtort by allowing
studentsto ask questions anonymously.
Some academics have now integrated
these online tools into their tace-to-face
lectures, so that students can continue
maskqmum without revealing their
identity.

‘There is clearly some value in this, 1
sometimes moderate audience Q&A
sessions at events, and a handful of the

Brexit could be
reversed —
here's how

Gideon
Rachman

t the height of Britain's

Brexit debate, passions ran

so high that some talked of

a “new English civil war”.

That comparison still
intrigues me for one specitic reason; the
side that won the civil war ultimately
lost. King Charles 1 was executed in
164, Eleven years later, the English
decided they had made a mistake and
Testored the monarchy.

Could a similar reversal happen with
Brexit? I thinkso.

Seven years after the 2016 referen-
dum, and three years after Brexit
actually happened, opinion has shitted
markedly, As the academic Matthew
Goodwin wrote recently, some 60 per
centof Britons now think Brexit was the

the bloc. And the IMF predicts that Brit-
ainwill have theworst performingecon-
omyinthe developed world this year.

Demographics and economics suggest
that the Rejoin sentiment will
strengthen over time. Young voters are
the most pro-EU of the lot, with 79 per
cent of 18 to 24-year-olds wanting to
rejoin. And, sadly, the damage done to
the UK economy by Brexit is likely to
becomeincreasinglyevident.

Sotar these changes have not filtered
through into politics. Daniel Hannan, a
prominent Leave campaigner, claimed
recently that there was a "plat to over-
turn Brexit”. If only!

In reality, with roughly two years
before an election, the opposition
Labour party says that xevemng Blexlt

same confident talkers can dominate.
The ability for audience members to
submit questions by text does seem to
draw out a more diverse set of people
whemight atherwise stay silent.

But what if we are losing somsrhing

faceto
clan e
youreally understand something. Fhave
sometimes asked people to sketch dia-
grams for me too. This matters if your
iob imvolves clear communics

t00? The more we use

insulate uurse!ves from the. dlsmm[un

otherwise y
lechnlm]lerms becallsc youdon't have

fearful we
might grow about doing it face to face.

Making ‘stupid’ inquiries
can be the best way to
malke sure you really
understand something

One academic told me the vast majority
of his students “are really up for it” but
seem too nervous to take “that final
step”. He got so trustrated by the silence
in lectures he brought in one of his
child’s sott balls and told them: "I'm
going to chuck this out and whoever
catches it has to ask me a question. Any.
question.” He says they looked at the
Dalllike itwasa hand grenade,

to put them into plain
lang\mge
As abe]uvrd mum.mhsm }mmlhook of

ble to bluff, bullshitand fraud. To
take one example: while artificial intel-
ligence is making huge strides in some
areas, companies are also buying plenty.
of commercial products that computer
science professor Arvind Narayanan
calls“ALsnakeoil”.

One study published in 2021 asked
participants to rank their knowledge of
aset of terms on a five-paint scale from
“never heard of it” to “know it well,

aspadea spade, instead oﬂ)nngmg in
someone from Harvard to solemnly
declare it a long-handled personal

‘the concept”. Some of the
terms were real; others were fake. The
study found that people who were more
willingto bullshit about what they knew

carthmoving i *, Journalists
don’t always manage this (me
included).

Arecent review of the impartiality of
the BBU's coverage of certain economic
issues found that “too many journalists
Iack understanding of basic economics
or lack confidence reporting it". The
reviewsauthorswere also “disturbed by
how many people said they didn't
understand the coverage”.

Fear of asking “stupid” questions can
Tead youto pretend you knowmore than
you do, which also makes you more vul-

twobig further objections. ‘The firstand
most important is the claim that the
EU would not want Britain back. 'The
second is the argument that the British
will turn against Rejoin, when they real-
isewhat itinvolves.

Luropezn oppmmon to a British

is out of th , but can be over-
"hxes” tothe current deal. kven dichard slaml M]che] Bar ‘nier, wlm led the EU's
itwilltakea  Brexit ays the dooris

generation before Britain can consider

But this is too fatalistic and too
accepting of the mounting damage
Brexit is doing. It also ignores the
speed with which events and opinion

would

the EUatasecond dum. Anaver-
age of recent polls shows 58 per cent of
Voters not only regretting Brexit, but
actively favouring Rejoin.

It is easy to understand why. Brexit
was sold as a way of controlling immi-
gration and improving the NHS. But the
NHS is now in far worse shape than it
was in 2016. Immigration into thc UK
‘remains very high, with EU

T b chasth inal “fixes”
toBrexitfavoured by Labour may nat he
achievable and would net compensate
for exclusion from the EU’s internal
market. The public seem to have
realised this. Eventually politicians will
‘havetorespond —and the ideaof rejoin-
ing the EU will become mainstream. A
lmgt Labour majority at the next

Targely replaced by people from outside

teasier.
Any campaign to rejoin would face

apen for Britain to rejoin the EU “any
time”. Guy Verhofstadt, who was head
of the Kuropean parliament’s Brexit
committee, tweeted last week: “Lhave s
dream. Ukraine and Britain joining the
EUinthe nextfive years”

‘When I rang Philippe Lamberts,
co-chair of the Green group in the
European parliament, and asked him
about Britain rejoining, he replied:

Young voters care more
about issues such as the
environment than abstract
notions of sovereignty

“r'hat would be my dream scen:
Lamberts thinks the five main political
groupings in the parliament would all
Exvour B

Some KU member states, in particular
France, would prabably dift

hit of others.

1 know nat everyone is lucky enough
to have a Martin Wolf wandering past
their desk. But take it from someone
who asks questions for a living: most
people really don’t mind being asked
something “stupid”. 1f they do, it is prob-
ably because they don't really under-
stand it themselves, or they have some-
thing to hide. In that sense, you learn
somethingusetul either way.

sarah.oconnor@yft.com

Central banks
arenot
there to

make profits

Agustin
Carstens

nlike businesses, central

banks are designed to make

money only in the most

literal sense. They have a

mandate to act in the
public interest: to safeguard the value
of the money they issue so that
people can make financial decisions
with confidence. The bottom line
for central banks is not profit, but
the publicgood.

“loday, tollowing an extraordinary
period in economic history, some
central banks are facing losses. This is
particularly true if they bought assets
such as bonds and other securities to
stabilise their economies in response to
recent crises. Many will not contribute
togovernmentcoffers for yearstocome.

Does this mean that central banks are
unsound? The answer is “no”. Losses
do not jeopardise the vital role played
by these institutions, which can and
have operated effectively with losses
and negative cquity. And the unique
nature of central bank tools means that
sometimes losses are the price to pay for
meeting their objectives — to support
growth and jobs, ensure stable prices
and help keep the financial system safe
andstable.

In normal times, it is possible for
central banks to both fulfil their man-
dates and earn profits without taking on
significant financial risk. Traditionally,
being the unique issuer of money
pravides a reliable revenue stream.
But central banks with large foreign
exchange reserves, built to cushion
external shocks, will often experience
ups and downs in income from

Sometimes losses are
the price to pay for
keeping the financial
system safe and stable

popular most of th

kven the euro might not be a deal-
breaker. | opposed Britain joining the
single currency 20 years ago beeause it
was an untried experiment. but the
e

view. Lhe French argue that the British
were a pain inside the EU and that the
blochas worked better since Brexit. But
¥rench opposition to Eritish member-
ship was worn down in the 1970s and
couldbe again.

Most EU insiders, however, warn that,
this time, Eritain would not be oftered
any special deals. There would be no

currency, while the pound ook et
cally weak. The young voters who
favour Rejoin care more about issues
such as the environment than abstract
notions of sovereignty.

Haow could it be done? 1 would favour
a two-referendum process. The first
vate could be held in 2026, a decade

budget rebate; no opt
chapter. Britain would have to accept
the free movement of people and, quite
probably, the euro.

Some pundits think that once these
realities sink in, lll: British vmuld lose

alter the Leave vote of 2016. It wo\l]d
UK

pl
sion to open ‘with the EU.

T'his means
they sometimes make losses when
pursuing their goal of a stable currency,

1In times of crisis, central banks may
also need to take on additional risks.
And they do so with their eyes wide
open. Une example is the purchases of
government bonds, including those
made during the Great Financial Crisis
and more recently during the Covid-19
pandemic, to avert economic disaster
by supporting financial stability,
keeping credit flowing and boosting
cconomicactivity.

TInthe past decade, with inflation and
interestrateslow foralong period,these
boosted income. In fact,

A strong vote of approval — say, 60 per
cent — might allay some EU scepticism
about whether Britain is too divided to

some central banks were able to trans-
fer unusually large pmhts to govern-
ments. But i d

deal with. A second |1[elenrlum ‘would
beheld on th iRdeal

their initial

EU.But that is not necessarily the casc.
The idea that leaving the EU will
dramatically reduce immigeation has
been disproved. Embracing Buropean
social standards may horrify the
Tory right, but would prabably be

It took 11 years for Britain to restore
the monarchy. Why not try to beat
that by a year — and reverse Brexit
insidea decade?

gideon.rachman@ft.com

Corporate ‘privacy” concerns mustnt derail Europe’s Data Act

Timo
Harakka

he BU Data Act is the final,
and arguably most impor-
tant, element of an ambi-
tious programume of legisla-

the earlier General Data Protection
Regulation, it is reasonable to expect
these European rules will have a global
impact. Indeed, there are lessons to be.
learnt from our earlier experiences with
the privacy regime.

In the first place, implementation is
everything, EU member states have
implemented the GDPR in wildly vary-
ing ways. Some national authorities
(notably in Ireland) have a longbacklog
of complaints and a lenient approach to

tion that paves the way for
Lurope’s digital t The
aim is to make the bloc more competi-
tive and improve public services for its
almost 450mn citizens.

“Three out of tive legisl

sanctions, while others (such:

entorce their rulesigarously. Lo cnsure
alevel playingticld in future, the Huro-
pean Commission will eversee compli-

took effect last year: the Data Govern-
ance Act, the Digital Markets Act and
the Digital Services Act. ‘The Artificial
Intelligence Act has been approved by
the KU Council and is completing its
passage through the turopean parlia-
‘ment. The final element, the Data Act, is
‘beingnegotiatedby the member states.
This pioneering package lays down
‘ground rules for data access, data shar-
ing. intcroperability and the respon:
Dilities of h

Digital Services Act.

Second, breaches of the rules must
have consequences. Sitra, a Finnish
think-tank, invited a dozen European
policymakers to test the GDPR and see
haw their personal data was treated. Lo
the dismay of former EU commissioner
and Finnish prime minister Jyrki
Katainen, his requests for his personal
data were entirely ignored by several
online merchants.

‘Third, and most uld

https://ft.pressreader.com/v99f/20230207

an obsession with privacy be detrimen-
talto a fair and competitive data econ-
omy? By bypassing the cumbersome
ticking of opt-out boxes, customers
supposedly consent to a highly unfair
deal governing use of their data.
Corporations are then free to sell that
personal data, or restrict further use of
something that is arguably not even
theirsto control.

opposed to the new Data Act conflating

ealth records and other sensitive
personal data with business data, which
they claim should be exempt from
sharing, Excluding undefined “trade
secrets” from the scope of the Data Act
‘would dlsai!]e the. l‘egll]anun nndl‘evnke
all af th thatit

if cancer research needs myhealthdata,
Iwouldbe more than happy toshare it—
provided I can be confident that I still
control information I consider private
or sensitive.

Trust is also sorely needed between
the US and Europe. Ten years have
Edward Snowden exposed

Going beyond traditional privacy
sateguards, we should take advantage of
new techniques that respect sensitive

To reap the benefits

of free information flows,
we need more trust
and less trepidation

The misuse of privacy in pursuit of
cor i is restricti

v
trom th such as so-called

American data espionage, and only now
are we ugreeing a passable U-US data
privacy framework. L his wasted decade
has led to some European countrics

zero knowledge proof and tederated
learning. 1o support the Data Act, the
European Commission is even tunding
some of those privacy-proof but non-re-
strictive data sharing methods. Privacy
isa code word for mistrust. To reap the
benefits of free dma flows, weneed more
trust

iatory measures that run counter tothe
veryideaof universal free flows of intor-
mation and freetrade.

and since the invasion Df Ukraine by
Russia, inflation has returned. This
requires higher interest rates to contain
spiralling prices — and exposes central
banks to losses related to assets pur-
chased in past successful rescue efforts.

Central banks should put purpose
abave profits, Would it make sense fora
central bankwith large foreign currency
reserves to increase their value by
haphazardly triggeringa devaluation of
its own currency just to generate a
windfall? Or for a central bank with
domestic currency assets to keep
interest rates low, even in the face of
high inflation, just to preserve low-cost
hmdmg and generate profits? Such
ins would be wildly inappropriate,
violate their mandates and destabilise
the economy.

The soul of money is trust. To operate
effectively, business must maintain the
trust of investors. And central banks
must maintain the trustof the public.

Governments also have a role
to play in the face of today's central
banks’ losses. Because these institutions
are ultimately backed by the state,
trust in money requires sound govern-
ment finances and good financial
management.

Losses matter because they may
inflict a bruise on public tinances but a

Faced with auth

tar gl:m:ulqmy from cen-

pe
tion in critical technologies. We must

cting their mandates to
avold a ]ass lhe public, via elected offi-

share knowledge, pool ourresearch and

How of data for socictal needs. Accord-
ing to a recent book by Viktor Mayer-
Schanberger and Thomas Ramge, only
20 per cent of the data collected in the
world isactually used. The vast majority

‘the Mylata hatbeganin
¥inland in 2014 encourages data pro-
viders touse their data for the common
good or for personal goals. Crucially,
while the GDPR only covers the use of

the
common good.
Many corporations are similarly

personal i ion by the private
sector, the scope of MyData includes
public sharing of data. So, for example,

entrenched in all global standmds and
protocols. The Data Actis a crucial step
towards that, The wealth of all our data
should bring wealthtoall of us.

Thewriter s Finland'sminister of ransport
and communications

thejob of
price and financial stability because of
their enormous socictal benefits. Now,
and in the long term, the costs from
central bank losses are insigniticant
compared with the costs of runaway
inflation and prolonged economic crisis.

The writer is general manager of the Bank
for International Settlements
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Newmont/Newcrest: golden chance

‘gold miners tend

false premium into the Newcrest valuation multiple. ifs mhﬁnwweld is low compared with that of ns peers.
That, plus disappointing growth at Newcrest, has led to its shares lagging behind cthers in the sector.

Larger gold miners command high valuations

EV/Ebitda multiple

Mining shares and the gold price
— Newmont —Newcres Gold price —
~ World gold mining Ind‘

(5 per ounce)

9 220
Hong Kong: low base Lk Bl it s ol Newcrest (offer) 180 Rothschild & Co: pulling
profits are now low enough for Hong o . 160
offers upside for St0ckS | Kong companics tobeat forccasts casily —e BamickGold___- 148 areverse Goldman
thigyoer Agnico Eagle Mines. O==EC ot 100
Roll out the welcome mat. Yesterday’s As business activity picks up, so < Newaest o = oo France's best lmuvmmdzpendent
full i travel | shouldlocal (undisturbed) _==="" 40
between mainland China and Hong e — mavmcmhlpxl:r\lnmmpln‘lby
‘Kong is needed to revive the territory’s - Kinross Gold b Goldman Sachs when it floated in New
economy. Any celebration was clearly . 5 Cash flow yield Yorkin1999.
‘muted on the day, as Hong Kong’s Telecom Italia: Eakild ‘Cash per share C of share price) The Rothschild family plans to buy
stock market fell 2 per cent. ring the changes 4 »B2Gold Newrest (und out Paris-quoted Rothschild & Co. A
No matter, this should be good news Newmont partnership would take full control.
for companies there. Giorgia Meloni’s y)vemmznl facesa Agnico EanleMiDﬁ Everything we do may be deemed an
About 56mn peaple — ci test of its 37 T T T T T T 1 B;gg{g implicit criticism of those who do
‘population of Hong Kong — mm:ddm Buyout giant KKR has swooped on o 1 . 3 4 5 6 7 Kinross Gold otherwise. But unlike Goldman's ex-
city annually before the pandemic. debt-laden Telecom Italia with a non- Gold production (mn ounces, Iatest year) Eldorado Gold partners, the branch of the famous
The flow of vi mainland — reported at €20bn — 6 & 10 15 20 a¢ | bankingdynastyled byDavid de
China, which b 80per | fort line network. That will =S i ) Rothschild has no wish to tap external
centof that total, fell to just 91,000 raise political concerns. But the capital or pay bankers in quoted
‘people at the peak of the pandemic. rumoured price and miners. 1 he ‘Yamana recently agreed to a share- shares. No, it wants to tighten control.
Now Beijing is droppingall border | the need for investment puts Telecom Undcmmp]ya]sne}mhjmvd)y bottom of their historical book value | based deal at a similar multiple, Discretion is in the Rothschilds’
restrictions between the city and the | Italia under some pressure to doadeal. | miners sometimes prefer to buy range — between one totwo times. albeit with a $1bn cash sweetener. DNA. Consensus has sometimes been
mainland for the first time in three Telecom Italia has had a complex few | peers rather than digging up gold. ot tion ks s s Unlike Yamana, Newcrest’s shares | less cvident, The buyout would value
‘years. Hong Kong will al decades. Asa i target Newmont of the US has bid for the bank at €3.7bn and reduce the
vaceination requirements. for cash-strapped entrepreneurs, ithas |  Australia’s Newcrest inan allshare | embraced Newmont so far. At least one Sipermntavertlmpanﬁveym dispersion of voting power at a bank
For Hong Kong, tourism s critical. | been loaded up with acquisition debt, tie-up. A deal would reunite the i i i now intoits seventh generation of
Before the pandemic the sector stifling its ability to invest. Today, it has | ~groupsthat split more than 30 years | Newcrest shares in Australia rose by pan]y:m]zmth:exitn‘chlef family leadership under David's son,
contributed about 5 per centof Hong | €25.5bn of net debt —a chunky 4.4 ago, creatinga iner withmore | halfof 20 per cent Biswas in December. Alexandre. Expecta renewed push into
Kong’s GDP and about 7 per cent of times 2022 expected cbitda. Spanish ﬂmn&mnmmmuﬁmx‘luchnn.a premium (above the three-month Newcrest has potential. All-in wealth management and private assets,
total employment. Mainland visitors | peer Telefénica is on 2.5 times. $56bn group. average) on offer. Is board had earlier | (including capital spending) gold now accounting for half the bank’s
also accounted for most Hong Kong Inthe short term, the group s Inflation and a wish to cut rejected a lower 0.363 exchangeratio. | costsat $1,043were 11 percentlower | activity. Chatter may recur concerning
property purchascs, helping generate. | protected by the factthat 65 per cent of | - dependence on the dollar have ﬁcUSmmensoﬁ'Enngﬂﬁsfm'cadx than Newmont's last year. It should alink-up with Edmond de Rothschild,
the taxes that area pillar of city its debt is fixed-ate with a five-year Sbn— | widen over the next three years, aseparate Swiss private banl.
revenues, The closure of bordersand | average maturity. But applyi chm‘s.mbmlmsnfgzld. e [l lﬂn’yﬁsladay‘% Spercentfallin | based on Visible Alpha esti the buyout of
imposition of quarantine requirements cost of debt tothe whole of on anct basis Buyinglower-cost production Rothschild & Cowould remove the blot
‘helps explain why Hong Kong’s the €33bn gross debt pile would add Imym Iis spot price is up 15 per That thisis not a dilute itsown on the escutcheon represented by a
cconomy contracted 35 per cent last. | about €1bn to interest costs [t needsto | centin the past three months. uﬂmmﬂmmchml‘b:nﬂﬂﬂm overheads. But to close this deal it d.smushmmun,g.mmkhasken
‘year, the third decreasein four years. | scll a major asset, and the network has about 8 illh i f that cost ighs. But low
From this week the prices of hotels, | already been prepared for a carve-out tempered iasm for gold inCanada’s | reduction back to Newcrest. liquidity, e
commercial rents, train and flight by chicfexccutive Pitro Labriola aweak US foothold translate into a
hints of €20bn offer for all of forward price/earnings ratio of just 55
recovery. Yet some will benefit more cha, at10 times 2021 ebitda, is no times. That compares with 11-12 times
than others. Reopening coincides with | knockout. Majority sharcholder private-equity-run NetCo. Stil, return of the S&P 500, including capitalisation rate, essentially the for New York listed Lazard, Evercore
the city’s Hello Hong Kong campaign, | Vivendi, which has 24 per cent of ‘Telecom Italia needs fixing. KKR’s offer | dividends. reciprocal of a price-to-earningsratio, | and Goldman, S&P Capital IQ says.
involving a state giveaway of hundreds | Telecom Italia, d ful considerati Each company isorganised asateal | of 6.4 per cent sat near the bottom of ‘The family holding group is offering
of thousands of free air tickets. These ‘higher price. But TIM’s network is estate investment trust, a structure Lh:scclm' €48 per share inclusive of a €14
i tax but that blic dividend and an €8 special payout. The

tickets, purchased in 2020 as part of a

mastly copper, and requires some €7bn

Self: age M&A:

requires hefty dividends to be paid out

uzhavethe i

airlines including Cathay Pacific, could |  KKR's money would allow Telecom to sharcholders. As interest rates have | Public Storage, by oﬂ'mng stockto
burden carriers, which are yet to Italia to reduce its debt. KkRs 375 per | Shed inhibitions risen, the valuation multiples for big | shareholders of Life Storage, argues
ic fl ke in NetCo unit FiberCop dividend payers including REITs have | that it can bring its own halo to the
But MTR Corporation, which might be valued at about €4bn. The Thereis plenty of roomleft n the deflatcd. That leaves smaller target.
operates the | ide of the “16bn of proceeds (if TIM arival On has Life Storage In 2022, warehouse operator Prologis
‘high-speed rail link between Hong sold all of the netavork) the | Sunday, vulnerable i AtS55bn, | madea bidforits
Kong and the mainland, should gain rest of Telecom Italia with €9.5bn of unsolicited all-stock bid for rival Life P s market capitalisati rival i in
from asurgein passengers and sales. | met debt, or €4.5bn before leases. Storage, worth §11bn in equity value. | is nearly six times larger. afnmd.lymnsamm Life Storage is
Its other main source of profitsis Italy’s government — which owns 10 These plainly named but highly It insists that it can better manage firmly in play now. Between the Public
commercial rentals on its properties. per cent of Telecom Italia via Cassa profitable competitors in the American | Life Storage’s portfolio. Life. Storage Storage bid and any other potential
High rents are justified by footfall and | Depositi e Prestiti, and can block a self-storage business have itself admits in i strategic or
spending of mainland Chincse tourists. | forcign takcover with ts “golden sharc” | Increased migration has led todemand | that ts valuation dmsmtsmd:up Storage will have to mnxn‘k'ralmymn.
Other Hong Kong stocks reliant ona | — may be lookingat different numbers. | for jings. In the with its
comeback of mainland shoppers TIM has 40,000 employees, anditis | past five years, the shares of the two investor presentation, [m'mmple, bidders there is still space to squeeze in
inchude jewellers Chow Tai Fookand | not clear how many would go with a have far outpaced the 66 per cent told sharcholders that its implied ahigher bid.

e Y
price would bea healthy 30 per cent
ex-dividend. Family vehicle Concordia
has 475 per cent of the voting rights,
with a further fifth held by aligned
relatives. That rules out competing
bids, if not hedge fund bumpitrage.

As experts in valuation, Rothschild
bankers must be acutely aware that
Concordials bid priceis simultancously

igh and low.
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CROSSWORD
No 17,326 Set by BOBCAT

JOTTER PAD

Solution 17,325

] You can now solve our crosswords

Inthe new FT crossword app at

ACROSS

1 Milifary Infeligence backed sanctions.
ending early deadiock (7)
5 Make subject in French schoal extremely.
‘welcome to classicists (7)

9 Starters of buckwneat liked in
Novosibirsk and Irkutsk (5)

10 She could produce The Mousetrap (9)

1 Investor holding he cards dealt a blow
@-6)

12 Retreat from PM losing face (4)

4 Led sister astray with notion of paradise?
8

18 Novel feature of Attic civilisation (4,2.33)
21 Couple conclude proceedings on board

@)

22 Rude character that is not apparent in
Michael Caine’s performance (103

25 Kent's cne comic figure? (9)

26 Unfit setter dozed in audition (5)

27 Excess of devoutness — nof fhe first —
on Jewish Sabbath 7y

28 Obsession with Paddington? It could
merit a hard sfare (7)

DOWN

1 Medic stops feam leaders from buying
extra drink (6)
2 Enfertainer who sang for the young
ENis? (6)
3 Masquerading sheikhs and bishops
entivalling a dish 5)

uthor lying about haunt of vice In
German porf (5)
5 Rest In peace? Nof a second of If,
unforfunately, here (9)
6 Well over 25% of yakitori is profein (4)
7 Seaweed repeatedly gathered from
‘prime locations In La Gualra (-5
8 Con-artist's seldom discovered casing
wealthy place (2.6)
13 Staggering.. so daunting, but
surprisingly impressivel C10)
15 Very, very French —almost all atfending
Mass In old cathedral city ()
16 Proposifions put before half-hearfed
females
7 Nofice contains nothing on our weakness
(0]
19 Ralse eco-tax within elght days (&)
20 Governor fipped o take centra of
industrial province (&)
23 Potential Killer needs to extract drug
from hard sweet (1-4)
24 Genuine grandeur that's fo some extent
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if cutting your
budget was
a good idea

Brands can helpina

cost of living crisis by cutting their
marketing budgets. Wrong. We have more than 40 years
of evidence that a short-term reaction is never as effective
as long-term investment. For brands or the economy as
awhole. Find out more at #E
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