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Hank Paulson: ‘It’s pretty likely
we’ll have a recession’
LUNCH WITH THE FT

7/

Musk to launch
Al start-up to
rival ChatGPT

@ Tech billionaire recruits engineers
@ Plan to build large language model

MADHUMITA MURGIA AND
TIM BRADSHAW — LONDON

TABBY KINDER AND

ARD WATERS — SAN FRANCISCO

Elon Musk i

cosigned by thousands of other tech fig-

ures, calling for a pausc on development

fGPT-style models over safety fears.
Musk s recruiting engincers from top

an artificial intelligence start-upto com-
pete with ChatGPT-maker OpenAl, as
I_he blnlDDRu’! seeks 1o }mu Silicon Val-

Allabsi ling DeepMind, according
to those with knowledge of his plans,
who said he began to explore the idea of
arival company this year in response to

the rapid p {OpenAL He has so
far brought on board Igor Babuschkin, a
former DeepMind employee, and

Alsysts
The Tesla and Twitter chief is assem-
i of AT engi-
e i iliarwith  roughly halfad her engineer
thetech Heisalso The

in discussions with a number of inves-
tors in SpaceX and Tesla about putting
money into his new venture, according
toa person with direct knowledge of the
talks. “A bunch of people are investing
init. .. it's real and they are excited

aboutit,” the person said.
For the new project, Musk has
secln'ed thousands of high-powered
idia, the peaple

pany Musk
to take on OpenAl, the Microsoft-
backed group that he co-founded in
2015. Heleft the board three years later
amid clashes with its management,
including over attitudes to Al safety,
according to two people who were
involved in OpenAl at the time. Shortly
afterwards, the organisation morphed
into a for-profit start-up and raised a
i Misrosoft.

s;.d EPUnarc b end gl o miic]
for Musk’saim to build a large language
‘model — Al systems capable of ingesting
‘enormous amounts of content and pro-
ducing humanlike writing or realistic
imagery, similar to the technology that
powers ChatGPT.

People familiar with Musk’s thinking
say that his new Al venture is separate
from his other companies, although it
could use Twitter content as data to
train its language model and tap Tesla
for computingresources.

Musk and OpenAT did not immedi-

‘The speed with which

will raise eyebrows in
the Al community after he led a letter,

OpenAl 2
‘The race to God-like Al Life & Arts

Jupiter bound Europe’s ambitious
eight-year space mission takes off
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yesterday on a voyage toseck signs of life and liquid occans. Report, page 4
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JPMorgan leads pack as big US lenders
benefit from regional bank turmoil

JOSHUA FRANKLIN AND
STEPHEN GANDEL — NEW YORK
JPMorgan Chase and other large US
banks have reported bumper first-
quarterprofits as they raked in billions
of dellars in deposits from customers
flecing smaller lenders following Si

the first three months of this year up
more than 50 per cent on the back of
higher carnings from lending, known as
net interest income. The bank alsolifted
its outlook for net interest income for
the rest of the year by almost 10 per cent
toaround §8lbn.

. ‘The largest US bank by asscts added

con Valley! month. g e e

The upbest carnings rom JPMorgan,  te, bringin totl deposit o $2.38tn
Wells Fargohighlighthow  and defying cxpectationsofa decline.

financial officer Mark Mason. “It was
associated with the sector turmoil.”

Citi reported higher profits than
expected on the back of strong con-
sumer spendingand corporate activity.

Wells reported higher than expected
first quarter earnings too but warned of
potential losses in commercial real
estate lending. Deposits fell 2 per cent
quarter on quarter to $1.36tn.

“We did see some moderate inflows

T — Wells Fargo analyst Mike Mayo said  from the few specific banks that have
: s5o00 | of broader fears over the stability of  the results showed “no evidence of a  been highlighted in the press but those
Crine @6 | regional banks after the failure of SVB itseems that JPM has  inflows have abated” said chief execu-
Hong Kang HKSS i beenx]wrtmtlle stormy’”. tive CharlesScharf.
e otiet | . The higher profits also underscore _Ciigroupalsosaidithad scen roughly  Despite the upbeat carnings, the large
e e | how banks are making hay after a year inMarch,help- ~ bank X i the year
o ofinterest rate rises from the US Federal  ing it report a modest declinein overall  ahead. JPMorgan chief executive Jamie
sy Rescrve, which lenders have used to  deposits of 25 per cent to$1.35tn for the  Dimon told analysts that “the shorl—
Pakistan bolsn:r camu\gs rather than ngmf- quarter, i term read is higher ~
Phlppnes cantly ickeup from March7to  and tht “people neeﬂlabeprepnmd for
e the end of the quarter” said Citi chief igher ratesfor longer”.
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‘WEEK IN REVIEW

IMF fears inflation and high rates
will cause economic ‘hard landing’

‘The IMF has warned of a “hard landing” for theglo-
bal cconomy if stecp inflation kecps interest rates
i lif ial risk:

‘The fund stressed that signs of resilience, along-
i ; i

INTERNATIONAL

Top secret papers

US Air Guardsman charged over leaks

Arrest follows inquiry
into sharing of hundreds
of sensitive documents

FELICIA SCHWARTZ — WASHINGTON

A21year-old Air

probe into the leak of more than 100
documents on social media, which
started on messaging platform Discord.
‘Some were later published on Telegram
and Twitter. They largely focus on the
‘war in Ukraine, but also include infor-
mation intercepted by the US from allies

of leaking highly classified US intelli-
gence documents was yesterday
charged with illegally sharing top-

Court filings from the FBI shed new
light on events leading up to his arrest
on Thursduy by FBI agents at North

where he was

ing a darker reality as it published its latest World
EconomicOutlook.

Pierre-Olivier Gourinchas, the IMF’s chief eco-
nomist, said: “Below-

According to court documents, Jack
Teixeira has been charged with unau-
thorised retention and transmission of

Dightor
'bchcvcdmh:hvmanﬁh hismother.

meant to d.w:ussgtow]mm] affairsand
current and historical wars.
The hiling said Teixeira mltm]ly
posted the government inform:
paragraphs of text but began pnwjd.ulg
photos of documents in January 2023,

an FBI agent investigating the leak,

building, and the situation is quite fngﬂd'

unau-
thorised removal and retention of clas-

‘He warned that inflation was

anticipated even a few months ago”, adding: 'Mnre
worrisome i thatthe sharp [monetary] policy ight-
eningofthe:

sideeffects for the financial sector™

China export rebound fuelled by
EV sales and trade with Russia

The export engine at the heart of the Chinese eco-
nomy has roared back to life, defying expectations
and bolstering hopes that Beijing will achicve its
growth target this year.

Despite weak global growth, exports from the
worlds second-biggest cconomy surged nearly 15

He potentially facesa longprison sen-
tence, with each of the charges carrying
termsof upto10 years.

Teixeira’s appearance comes after 2

agents i a user of a social
media platform — believed to be Dis-

cord —wholater
Siation st el by AGEE e e
internet. The user said Teixcira began
pasting classified information on the
platform in December 2022 on a server

He told the fellow Discord user that he o0
had begun taking the documents home TeLxelr.a
and photographing them out of con-  potentially
cern that he would be discovered mak-
ing transcriptions of them in the worlc- f acgs along
place, according to the court fling, prison

On April 6 — around the: Dm: that the sentence.
le —Teixeira :
scarched for the word “leak” onclassi.  With each of
fied systems, which the FBI believed
meant he was lon]cmg for the intelli- the chnges
genc of the CAITYing
1;:1@1 s identity, accordingtothe filing.

The platform identified in the docu- terms ofup
‘ments provided records about Teixeira 10 10 years

on April 12. His account information

included his name and billing address
‘with 2 residence in North Dighton, Mas-
sachusetts, that was listed as his pri-
mary residence on his employment
‘paperwork.

The embarrassing sagahas raised new
«concerns about the security of US gov-
ernment secrets. Teixeira was a junior
enlisted service member who worked
onmakingsure theair force’s communi-
cations netwarks operated properly.

President Joe Biden yesterday com-
‘mended the swift actions taken by law
enforcement to investigate the leaks
and said he directed the military and
intelligence community to limit the dis-
tribution of sensitive information.

The hundreds of documents Teixeira
is accused of accessing and leaking on
the web did ot appear to have any rele-
vance to hisjobfunction.

See Opinion & Person in the News

Lightly moderated Discord

per(xnth.nmh. ricvehicle
Russia.
The fon, which surpri ists, came

attracts far-right users as well

as gamers and crypto fans

gmwthhrgt of 5 per cent this year. The target is its
lowest for more than three decades, after its eco-
nomy expanded only 3 per cent last year under Pres-
identXiJinping’s zero-Covid controls.

Fed remains under pressure to lift
rates despite easing of price rises

Year-on-year % change in consumer price index for
all urban consumers, across items, unadjusted

CRISTINA CRIDDLE, HANNAH MURPHY
AND MEHUL SRIVASTAVA

Discussion boards for video-gaming
enthusiasts and music fans seem an
unlikely place for the sharing of official
governmentsecrets.

But thisweek, 2 Pentagon probe into a
trove of more than 100 highly classified
leaked documents was traced back to
Discord, an emerging chat platform
popular among gamers and cryptocur-
rency investors and known for its light-
touchapproach to moderating content.

All items

by open-source
intelligence agency Bellingeat, the docu-
‘ments were first posted early this year
onasince-deleted private Discord chan-
nel called Thug Shaker Central, a refer-
ence to a racist meme common in white
supremacistircles.

Bellingcat sai madeup

T T
Jul2021  Jan 2022 Jan 2023
Source: US Buraa of Labor Statistcs

US inflation eased last month to its lowest level in
nearly two years buf an uptick in core prices could
keep pressure on the Federal Reserve for another
inferest rafe increase in May. The consumer price index

of around 20 users who discussed gam-
ing and music, had “staunchly conserv-
ative stance on several issues” and
shared racial slursand memes.

The files later circulated on several
niche Discord channels— including one
about the game, Minecraft — before

for March rose by 5 per cent year on year, o
data published by the Bureau of Labor Statistics.

India’s financial crimes agency
probes BBC after Modi criticism

Indian ities have launched an i
eralleged ities ina

forums 4Chan, Tele-
gram and Twitter until the media
reported on their presence.

“We are aware that law enforcement
officials have arrested the individual
accused of illegally posting classified
material on our platform,” Discord said.
“We have co-operated with officials and
remain committed to doing s0 as this

decpening clampdown on the British broadcaster
fPrims

Faundzﬂmzo]sbywdeagnmedevd

=
Minister Narendra Modi.
Indian media reported that the Enfe

oper to have
150mn users wﬂrh!wlde One of s big-

Directorate, the country’s financial crimes agency,
was investigating alleged violations of foreign
exchange rules by the BBC, following a three-
day scarch of its New Delhi and Mumbai offices in
February.

“We will continue to co-operate fully with the
Indian authoritics to cnsure that we comply withall
ourobligations;” theBBCsaid.

only “servers” — similar tochat rooms —
often based on a particular interest.
‘That has attracted close-knit groups of
people, aswell as sprawling, more open
forums in which tens of thousands of
fans ofonline influencers congregate.
Through the pandemic, Discord set its
sights on wooing a more mainstream
audience than just gamers, establishing
itself as a mainstay for teenagers, who

National security. High-level probe

Chat platform thrust into spotlight

fou N .ufux._bam

Arrest: leaks jithfriends  ter, Amazon and Epi Thecom-  them. Game chat rooms have become
suspect Jack usingit more for instant messaging and  pany was valued at $15bn in 2021 places for those trying to avoid online
Teixcira calls, similarto MSN messenger. But Discord has also received criti- - surveillance because of the volume of
is taken into The platform also saw an influx of ~ cism that

custody by FBI  usersafterfar-right platform Parlerwas  erated wild west, wi n]l—mgi!lgpmr Researchers have found that Isis has
agentsinNorth  temporarily banned by app stores, ing culture creating an environment  posed as gamers and attempted to
Dighton, according to Adam Levin, founder of  ripe forthesharing ofh Tecruit youn; first-per-
Massachusetts,  Cyberscout. Monthly active users rose Discord said that 15 per cent of its  son shooter games such as Call of Duty
on Thursday 203 per centin the first quarter of 2023 more than 900 employces worked on  and onsocial media platforms.
ez e oyer the same quarter of 2020, accord-  the platform's safety. The company uses  Discord has also become an alterna-

ingto data from analysts Sensor Tower.
Discord’s popularity among young

machine learning (o automatically flag
conten that breaches it rules, along-

tive place to buy, sell and share stolen
data and hacking tools, according to

American men with an interestin war-  side user cyber i group Cyberlnt,
fare, especially military-themed video  atorsofits individual servers. which ranked Discord as the third most
games, has made ita platformof choice ~ “While Discord places Tikely place for i 10 oper-
for young soldiers on military bases,  the privacy of our users, we ate, behind web,

said aretired US y

Russian, Tranian and Isracli opera-
tives are believed to have tried to use
gaming chat rooms, on Discord and else-
where, to recruit disaffected young sol-
dlels theuﬂimalml L.

when we collcctively cngage in respon-
sible online behaviour,” it said.

Discord added that its terms of serv-
ice prohibited using the platform for
illegal or criminal purposes, including
the sharing of d “that may be

nhssa]mam:cn:d andrebuffcd—z
series of potential suitors, including a
$12bn takeover bid from Microsoft in
2021 and reported interest from Twit-

verifiably dlassificd”.

Hosts of servers largely self-moderate:
the groups, and sct guidelines for whatis
permitted hared in

Leaks have become a crucial part of
information warfare between Russia
and the US, with many social media
platforms drawing up their own policies
around how to handle the deliberate
spread of classified documents.

“The underground has now moved
online; it's no longer people talking
about meeting in a dark basement,”
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Ambassadors’ letter
G7 chides Swiss on sanctions
evasion by Russian oligarchs

ft.com/subscribetoday

The G7 has privately rebuked Switzer-
land for not doing enough to combat

Switzerland forits “laudable and signifi-
cant” efforts to stop the country becom-
inga“safe haven” for Russian money.
But it said more work was urgently
needed to ensure compliance with sanc-
tions. “Concern has Emuged about the

possibility that
o mu]rlbeusgdmcnveﬂ.ht tracks of
financial shelters. We also have con-
cerns that law enforcement officials are

blocked from i igating illicit finan-
cial structurcs . .. because of privacy

tections.
It added that Swiss officials were una-

Opposition leader

Friends fear jailed Putin critic
Navalny is being poisoned

POLINA IVANOVA — LONDON

cerned, Shaveddinoy said, because Nav-
alny’s health weakened by

Jailed

Navalny is stverelv ill, with his condi-
tion worsening rapidly, a member of
‘his team has said, while also raising the
possibility that the politician may be
beingpoisoned.

the assassination attempt against him in
2020 using the nerve agent novichok.
Navalny recovered from that attackin
Germany before returning to Russia in
January the following year. He was
anestzd on his arrival and has since

y has by stom-
ach pains and has lost more than 8kg of
weight in just over two weeks, Ruslan
Shaveddinov, amember of his Anti-Cor-
ruption Foundation, said ina phone call
yesterday.

An ambulance was called to the

Russian oligarchs evading sanctions.
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full-scale invasion of Ukraine. Accord-
ing to the Swiss stale secrctariat for cco-

dual nationals, legal residents, those
with legal ties to Swiss entities or those
holding indirect beneficial ownership.

prison for Navalny last week, Shaveddi-
nov said, but no medicines were pre-
scribed. “He and his lawyers have

ceived multipl addingup
mmomthan}ly:ars injail.

“Russian prison is already a place
where people’s health deteriorates,
while Alexei has recently suffered a
failed assassination attempt,” Shaveddi-
nov said. “Now he is also constantly
‘being placed in an isolator, a room sized
2.5 metres by three metres . . . without
being given access to doctors. This isall

oisoning

éih Foor,Nan Fung e Financi T (Seco), SFr7sbn ($8.4bn)  “We share a concern that these loop- | repeatedly to doctors,
Ceniral, Hong Kong ihe FT :nmmlcme o Thoken o legal acticn i Switarsland 1 = 1 ap
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= i o But €7 ambassadors cast doubt on risk? itsaid. ination. But the prison authorities may have taken place,” Shaveddinov
pritod that figure. sources esti- The contents of the letter were first | refuse” hesaid added. Speakingwith Reuters on Thurs-
Aty peem B L2 1426 L Eowey: ‘company logo-or confact detalls in Swi could repnnul by Navalny, 46, a fie iticof Russian ~ day, Navalny press secretary Kira
Place, Marrickville, NSW 2204 (minimum order 100 copies). meﬂﬂm e ey wrote. tun: Seco smd thc G7 prrsidenl Vladimir Putin, is being held

Kong: Kin Ming Prinfing o Lid,
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Centre; Chal Wan, Represantative; Angela Mackay:
1SSN 1025-918X
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the

“The letter, dated April 5, seen by the
Financial Times and addressed to the
governing Federal Counci, thanked

mnbasxm‘lnrs claims were “baseless”
and stressed that Bern had bccn Sswift
toalign itself” wil

atamaximum-security penal colony in
Mc]ekhqw. castof Moscow. Hislawyers
are con-

Yarmysh said that the team “couldn’t
Tule out” the idea of incremental poi-
soning. She said the opposition leader

food pa:
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Republicans risk backlash from voters
as party steps up abortion restrictions

Increasingly draconian curbs on women'’s right to choose prove unpopular with wider public

JAMES POLITI AND COURTNEY WEAVER
WASHINGTON

Republicans in the US risk painting
their party into a corner over abortion
as conservative states plough ahead
‘with increasingly draconian restrictions
that are proving deeply unpopular with
voters.

By overturningRoe vs Wade last year,
the Supreme Court left it up tostatesto
decide how they wanted to regulate
abortion. That has touched off a flurry
of high-profile movesto curb the proce-
dure, the latest of which has come from
Florida, where the state’s House of Rep-
resentatives voted on Thursday to ban
abortions past sixweeks of pregnancy.

Ron DeSantis, Florida’s governor and
likely Republican presidential candi-
date, quickly signed it into law, repre-
senting asignificant escalation in states’
war on abortion — Florida is one of the
‘most populous in the country and a
medical hub for much of the south-east.

For anti-abortion activists, it has been
the fulfilment of a long-sought goal that
Republican candidates have put at the
centre of their campaigns for years.
Some Republicans have also leveraged
their opposition to abortion rights to

in intraparty primary contests.

But now party donors and strategists
are growing fearful that these measures
could backfire in general election con-
tests against Democrats.

“It's anissue where Republicans have
a lot of weaknesses and they haven't
done anything over the last few months
to address thosc weaknesses;” said Kyle
Kondik, of the University of Virginia's
Centerfor Politics.

Since Roe was overturned, liberals
and moderates in Kansas, Michigan and
Kentucky have handed defe

nentsofabortion at the ballot box.

Last week in Wisconsin, a Democrat-
ic-backed candidate for the state
Supreme Court beat her conservative
opponent by adouble-digit margin. The
liberal judge, Janet Protasiewicz, had
made support for abortion rights acen-
tral part of her campaign, in an election
that was widely seen as a bellwether for

voter:

David Tamasi, a Republican fund-
raiser and managing director at Chart-
‘well Strategy Group, 2 Washington con-
sultancy, said Republicans had “terrible
messagingon it from the beginning.

“No one likes being told by someone
else what to do with their body, particu-
larly a woman by a man — that’s the
underlying challenge,” he said.

The onslaught against abortion rights
has come not just from state lawmakers.
Last week a federal judge in Texas, who
was appointed to the bench by former
president Donald Trump, overturned
the Food and Drug Administration’s
two-decade-old approval of the abor-
tiondrugmifepristone.

While an appeals court on Wednesday
ruled that the pill should remain availa-

‘Washington: ble across the US, it still i ric- Some i i ial hope-  +
anti-abortion tionson how it could ful ing it dif Y NO ones
activists, Dx have seizedon the rulings  late their imtoappeal  likes being
and some to critici by conserva- party linersi i while  ¢0]1d by
ro-abortion,at  tive judges appointed by Republican  avoidingextremist positions that could
the50thannual  presidents. tumneffvotersinthegencralclection.  SOINEONE
March for Life Chuck Schumer, the Senate majority Tim Scott, the senator from South  c]se what to
rally in January,  leader, criticiscd the appeals court that  Carolina who is cxploring a White 5
the firsttooccur  ruled onthe abortion pill as beingdomi-  House run next year, was asked on 0 With
since the nated by extremists “puttingtheir own  Wednesday in a CBS interview if he :
Supreme Court ti-choice opini the medical 1d i et ‘he‘F body,
overturned expertise of providersand the FDAand  at 15 weeks of pregnancy, as proposed ~ particularly
Roe vs Wade the interests of patients”. by fellow Republican senator Lindsey 5 woman by
last year Vice-president Kamala Harris Graham. He dodged the question, say-
warned: “If this decision stands, no  ing simply said he was “100 per cent ~a Man —
medication — from chemotherapy pro-li that's the

drugs, to asthma medicine, to blood
pressurepills, o insulin —would be safe
fromattacks”

Republicans have broached the sub-
jectawlowardly, ifatall. “Ithink that this
kind of thingis going to make a big dif-
ference, justoptically, in 2024,” said one
veteran Republican fundraiser in Texas.

On top of the adverse political impact
for his party, he worried it could also

: 5 :

By Thursday, speaking to media in

New Hampshire, Scott said he would  Underlying

‘backa 20-week ban nationally —a far
«cry from the absolute or near absolute
curbs being advanced in many Republi-
«can-led states.

He also sought to depict Democratsas
extremist on the other side. “The big
problem that we see today is that our
Democrats want to make this a federal

for business. “You tell me one company
— major company — particularly in the
north-east that, when the husband
comes home to Greenwich and says,
‘We're moving our headquarters to
Houston’, the wife is going to say, OK,

issue of into the third
trimester,” Scott said. “That is some-
thing that puts us in the company of
‘China and North Korea.”
Nancy Mace, a member of Congress
from South Carolina, has been one of the
few Republicans to publicly cri

challenge’

let’sdoit)” hesaid.

‘party’sstance onabortion.

“This is an issuc that Republicans
have been largely on the wrong side of,”
Mace told CNN last weekend.

“We have, over the last nine months,

Monetary policy

Fed governor
backs interest
rate rise next
month despite
uncertainty

COLBY SMITH — WASHINGTON

One of the most influential US rate-
setters has signalled his support for
another rise in borrowing costs at the
Tederal Reserve’s next policy meeting
in May, despite uncertainty over the
fallout from the recent banking stress.

Christopher Waller, a Fed governor, said
in prepared remarks yesterday that the
turmoil sparked by the failure of several
‘midsized US lenders had not led to US
borrowing conditions “significantly”
tightening.

‘With inflation at 5 per cent still “far
above” the Fed’s 2 per cent target and
the labour market remaining “strong
and quite tight”, monetary policy
needed “to be tightened further”, he
said. “How much further will dependon
incoming data on inflation, the real
economy, and the extent of tightening
credit conditions.”

The comments came amid a debate
about the US central bank’s next steps.
Rate-setters are split on whether fur-
ther policy action is warranted to push
inflation back down to the 2 per centtar-
get, orifthe recent banking turmoil now
‘means the central bank may not have to
squeezethe economyasmuch.

Policymakers this week appear to
have coalesced around the need for

Monetary policy needs
‘to be tightened further.
How much further will
depend on incoming data’

another rate rise at the Fed’s next gath-

notshown ,
and this is one of those issues that P've
tried to lead on as someone wha's ‘pro-

ife’andj

Minutes published this week of the
Fed's most recent policy meeting — at
hichi head witha quarter-

Some Republicans point to the fact
that

point rate rise despite having to step in

such as Brian
ik in Ohi

y the
banking systs multiple lenders

and even DeSantis in Florida, cruised to
re-election last year despite their sup-
port fortighterabortion restrictions.

Butinother states, such as Michigan,
and in congressional races across the
country, Democrats were energised
in opposition to the overturning of
abortion rights in the 2022 midterm
elections, helping them outperform
expectations. The effect was particu-
larly notable in a number of swing
suburban areas that could be pivotal
in2024.

“Voters may be discouraged by the
loss of their rights but they are not stay-
ing home,” said Christina Reynolds,

failed — suggested officials expected
there to be some impact on economic
activity, hiring and inflation. However,
they concluded at the March meeting
that the magnitude of that impact was
‘highlyuncertain.

‘The Fed has raised rates aggressively
over the past year to counter a surge in
inflation to multi-decade highs. Price
‘pressures have, however, fallen back in
Tecent months.

Several officials even considered for-
goinga rate rise altogether, the account
of the meeting showed. Fed staff also
predicted 2 “mild recession” starting
later this year before the economy

t for at

year,
Most officials in i they

P!
Emily’s List, an abortion i in
e

“We knew that abortion had an
impact on voters, and what we've scen
since 2022 is that Republicans have not
learned that lesson.”

would make one more quarter-point
rise, which would push the federal funds
rate from 4.75 to 5 per cent to a peak
Tange of 5t 5.25 per cent. Rates would
stayat that leveluntilthe year’send.

US president connects with
his roots and the people on

Ireland. Historic visit

Crowds turn out for Biden ‘homecoming’

Philip Breslin, a vet in the town of
Ballina in County Mayo in the west of
the country where the president was set

Tude his trip yesterday, said he

‘emotional’ tour of country

would turn out to see Biden, even as his

e

JUDE WEBBER — DUNDALK

Onadadads 5

“Butas a person, and his values, he's
quite reflective of the Ireland of today,”

message of unity. But his businesslike
wvisit to Belfast contrasted with a lei-
surely “homecoming” tour of Ircland,

The president has a special connec-
tion to Ballina, where his ancestors
‘made some of the bricks that were used
to build St thedral, which

The Food House in Dundalk, where
Biden selected lemon meringue pie,
chocolate cclairs, rhubarb crumble,
bread-and-butter pudding and cream

brate theisland’s present and futureas
‘muchasbaskin the past.
In Belfast on Wednesday, he cele-

away, €50

Friday ended three dec-

Chatbots

MEPs focus on copyright
in finalising Al legislation

JAVIER ESPINOZA AND LAN JOHNSTON
BRUSSELS
The European parliament is preparing
tough new measures over the use of

note topay for' himself.

Cheering crowds braved atrocious

andhe hailed the UK and
EU’s new Brexit deal, the Windsor
key toi

“American presidents obviously do
this to get the ‘green’ vote, but Biden's
really Trish. He really leans into it,” said
Mark Hughes, a quiz writer in a hat and
scarfin i

kind of attention that larger countries
canonly dreamof.

In a visit to Northern Ireland lasting
just18hg i ised

hewas settovisityesterday.
Biden swept through the north-east-
ernCounty Louth on Wednesday. It was

that his country would be a “partner for
peace” in a region that marked the end
of the “Troubles” conflict 25 years ago
this week. Biden then spent three days
inIreland, visiting regions his ancestors
emigrated from and taking time to con-
nectwith people.

At the heart of what binds Ireland and
the US, Biden told a rare joint session of
Ireland’s parliament on Thursday, wasa
“history defined by our dreams, a
present written by our shared responsi-
bility . . . and a future poised for unlim-
ited shared possibilities”.

State broadcaster RTE has provided
wall-to-wall coverage as the president
‘paid emotional tributes to what he said
‘were Irish-American values of dignity
and respect.

Hisheart was firmly on hissleeve, and
Biden’s Ireland — his ancestors left in
the mid-1800s — can feel like a sepia
photograph seen throughsyrup.

his first ch press the flesh, flash-
ing smiles, taking sclfies — and buying
cake. “He was taller [than I expected],
younger-looking and had amazing
teeth,” said Jerome McAteer, owner of

https://ft.pressreader.com/v99f/20230415

Crowd pleaser: Joe Biden stops to take sclfies in Dundalkc

“Maybe he’s not the greatest Ameri-
can president of all time, but he reso-
nates. I feel he really does care because
of his connections with this arca,”
Hughes said in Carlingford, near Dun-
dalk, where Biden visited a12th century

Inthe aptly-named Windsor Bar and
Restaurant in Dundalk, he praised the
“faith in an uncertain future” that his
ancestors had as they set sail across the
Atlantic. He might hope Northern Ire-
land, where a Brexit row has paralysed
politics for a year, can muster the same.

forcing
chatbot makers to reveal if they use
copyrighted material, as the EU edges
towards enacting the world’s most
restrictive regime on the development
of AL

MEPsin I

years, is critical to kick-starting broader
‘negotiations over the AT Act. The pro-
posed law would represent some of the
‘toughest rules on the development of
AT and comes in the wake of rising
concerns about potential abuses of the
technology.

Once parliament has agreed its posi-
tion, member states, the European
Commission and MEPs will together
drafta final bill, aiming to pass the law

setof proposals to form part of Europe’s
Artificial Intelligence Act, a sweeping

ip y J
F. Kennedy’s visit, when the US was
glamorous and modern to the rural
Irish. Now, Ireland has first-world prob-
lems:a i isis d health

set of ions on the use of AL
according to people familiar with the
rocess.

Amongthe measures likely to be pro-

But Biden’ trip is intended to cele-

service; and lay-offs in the very tech

posed by parli ans is for devel-
opers of products such as OpenAl’s
dib o

of the current European
parliament term in 2024

MEPs hope to finalise their position
next week, Brando Benifei, one of the
parliament’s leading negotiators, told
the Financial Times.

Under current proposals for the AT
act, chatbots must tell users that they
are not humans. Benifei said MEPs

ChatGPT

¥
But Jerry Buttimer, an Irish senator,

m
rialis being used to train their ATmod-
i 5

“We want a list of the public disclo-

praised Biden for leading the way on that
marriage equality, part of huge social | creatorstodemand payment. train it because [authors] can go
changesinlreland. MEPs also want responsibility for  through other legislations and avenues
At the Food House in Dundalk, McA- | misuse of Al programmes to lie with o try to get paid for what i being used
teer said Biden ith him and hi than  wi ir consent,” hesaid.
husband Bobby Wainover ashared love | smaller L ‘The proposal comes as visual media
f cani i amug | O i MEPs  company Getty Images pursues a copy-

decorated with a picture of a dog — and
‘was “really brilliant” with an cmployee
with Down's syndrome and autism, giv-
inghim a €10tip.

Visibly emotional throughout, the
president — whose secret service code
name s “Celtic” — promised tobe back.
As hewrote n Irish president Michael D.
Higgins' visitor’s book: “Your feet will

¥

heartis”

is a ban on the use of facial recognition
in public spaces under any circum-
stances. EU underpres-

right case in the UK against Stability Al
claiming the maker of the free image-

sure from their local police forces, are
expected to push back against a total
ban on biometrics, said people with

Tighted images without consent.

Artists in the US have also filed class
action suits against Stability AT and
other s after di i i

Agreement between MEPs, who have
been fighting over measures to police
artificial intelligence for close to two.

workhad been used totrain Al systems.
OpenAlhires crack squad
see Companies
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France

Macron pensions law approved by court

Constitutional council
validates most of draft
but unions vow to fighton

AKILA QUINIO — LONDON
LEILA ABBOUD — PARIS

Emmanucl Macron's plan to raise
France’s retirement age

Paris, Toulouse, Lyon and clsewhere.
st o

by the opposition that the government

tional obligation,” said the constitu-

massive turnout to the traditional

final hurdle yesterday after the hnghest
constitutional authority validated most
ofthe draft law, markinga political vic-
tory for the president after months of
protestsover hisunpopular reform.

Armed police officers had Dorrlm]ed
offalarge security zone outside the con-
stitutional council building at Palais
Royal ahead of the highly anticipated
verdict, while labour unions and stu-
dent groups held scattered protests in

had abused parl y procedure yesterday. Labour Day marchon May Lto fight “the
ouncil fthe proposed ial security d the  unj i 4
law, whose central measure is to raise hudgn bill i in qnin to shorten debate,  fight and appeamim call for calm, say- “Our spirit is one of combat and deter-
ini i and by topassit  ing there were “no winners norlosers”  mination,” Sophie Binet, head of the
&4, was valid under th itutionand  withouta ing the so-called 493  inlight hard-left CGT union, told daily newspa-
enacted legally. dauseof the constitution. “The law has reached the end of its  perLe Monde yesterday.
Macron and his embattled prime tothe 7shesaidinatweet.  Leftwingopposition parties havealso
minister, Elisabeth Borne, will now sim  pensions reform ... could have been been tryi long-shot route to
= periodthat et . e e e (e e e
saw millions of people turn out on pro- ~ ernments choice to embed them asan ituti
tests and strikes against their plan to  addendum toth ity law) is has already sought halTaiie
shore up the finances of France’s costly  not in itself a breach of any constitu- Inplxmk Iabour unions by offering new dum on raising the retirement age. Bm

The court rejected six aspects of the
law that it said did not belong in a
budget bill, including a so-called senior
index to measure companies’ progress
on keeping older people in the work-
force.

But the courtalso rejected

‘The law has reached
the end of its
democratic process’
Elisabeth Borne, prime minister

Beljing
Germany
warns China
over rising
tensions
with Taiwan

JOE LEAHY — BELIING
GUY CHAZAN — BERLIN

Gcrm:ny s foreign minister has
arned China not to use military force
agamsl Taiwan, striking a different

talks over a separate set of
improve working conditions and pay.
Macron has invited themtoa meetingat
the Elysée palaceon Tuesday.

But the group of eight labour unions
leading the protests have not backed
down, and again called on Macron to
withdraw the reform. They called fora

todoso;
yesterday.

Two nddltmna] motions have been
filed, butno referendum of this type has
succeeded since they were createdina
constitutional reform in 2008.
Additionalreporting by Sarah White
SeeFT Big Read

Increased use of land to grow
«cash crops for richer countries

closes off migration routes

ANDRES SCHIPANI — KIMANA, KENVA

“Tolstoy, one of east Africa’s few remain-
ingSuper Tusker elephants, roamed the
open grasslands around Mount Kili-
‘manjaro for more than five decades.
That was until last year, when he died
after being speared by a farmer seeking
toprotect hiscrops.

“This is happening more and more,”
said ranger Daudi Ninaai, standing over
the animal’s carcass inside Kenya's
Amboseli ecosystem reserve, whose
2,000 elephants include just five of the
Super Tuskers famed for their enor-
mous tusks.

The ranger fears other pachyderms
will meet the same fate, as the increas-
ingly frequent clashes between humans
and wildlife in the Unesco-designated
biosphere reserve are exacerbated by
the proliferation of new commercial
farms growing crops such as avocados
for the west and China. Beijing opened
its doors to Kenyan avocados in August
and expects to import 20,000 tonnes of
the fruitthis year.

Incidences of “crop raiding”, where
elephants damage or trample cultivated
land, more than doubled from 156 in
2020 10 363 last year, according to Big
Life,2 conservation group.

“It’s skyrocketing . .. because the
space is shrinking.” Samuel Tokore, a
senior official at Kenya Wildlife Service,

East Africa. Human-animal conflict

Kenya’s elephants threatened by surge in farms

Kenya's elephants, a must-see for
tourists who contribute 10 per cent of
the country’s gross domestic product,
have traditionally been free to traverse
through and between its national
‘parks to find food and water, and roam
over the border into neighbouring
‘Tanzania.

But the fenced farms growing cash
crops have drastically reduced their
ability totravel freely. Tall barriers have
been thrown up across their ancient
‘migration routes while farmers have
shown awillingness to use lethal force to
protect their crops.
Suchincidents have caused the deaths
of more than 50 Amboseli elephants
over the past decade. The problem has
been heightened by one of the worst
droughts on record, which last year

Fallen beast: killed more than 200 elephants in  nomadic Maasai, into private plots. “We cannot
ranger Daudi Kenya alone. Benson Leyian, Big Life  After the communal land was divided
inaai stand: chief executive, said the animals were  up, some opted to sellthemontocom-  Celebrate
next to the simply il itis but i
carcass of Super  the new farms blocked “critical migra-  In one instance, a company called yetbecause
Tusker clephant  tory corridors that are key to cleph dedalicencefor  We Want
Tolstoy, at moving between Amboseli” and nearby 2 180-acreavocado farmonlandbought ¢} 11 10 be
the Kimana Chyuhs and Tsavo national parks. from the Maasai. The licence was later
Sanctuary His group has calculated that ele-  revoked after protests, but the farm ~ COmpletely
inKenya phants used one particular routeclose  near the town of Kimana remains  (jefeated
EdardoSoters ST to the new commercial farms almost fenced offpendingappeals.
5,000 times last year. Other wildlife, ~ “We cannot celebrate yet becausewe ~ and the
including leopard and giraffe, crossed  want them to be completely defeated i1, (e fence
almost 18,500 times. and the whole fence to be removed,”
Paula Kahumbu, chief executive of  said Margret Nayieso, a local Maasai L0 be
conservation group WildlifeDirect, said: leader. KiliAvo Fresh declined to com- 1o e

“Nobody wants to wonderif they're con-
tributing to the deaths of elephants —
theirfavourite animal —every time they
bitei Kenya”

‘mentasthe “matteris stillin court”.
The battle over commercial farming
is a glimpse into the wider land use
i Africa. Je Muwato,

The problem stems partly from a
state-led move to split up 1.35mn acres

head of the Amboscli Ecosystem Trust,

in Amboseli, used by fons of

an umbrella organisation, said the

of conservation areas or in wildlife cor-
ridors” was caused by the *big problem
of human population growth” and a
desire to grow food and build homes

Emmanuel
Macron whohas been criticised for say-
ing Europe should distance itself from
theissuc.

Annalena Barbock said afterameeting

Qin Gang yesterday that conflicts must
‘be solved peacefully and that Berlin was
“concerned” about Taiwan.

“A military escalation in the Taiwan
Strait, which 50 per cent of world trade
flows through daily, would be a horrar
scenario for the whole world,” said Baer-
bock, who is in China on a three-day
visit, her first since taking office in late
2021. “Conflicts can only be solved
peacefully)” she added. “A unilateral, to
say nothing of a violent, change of the
status quo would be unacceptable to us
asEuropeans.”

Baerbock’s tougher stance on Taiwan,
‘which Beijingclaims asits own territory

About 8 per cent of Kenya's land mass
is protected, including 23 national parks
and 28 national reserves. Yet Wildlife-
Direct’s Kahumbu said even thiswas not
enough fortheanimals to live freely.

“The destruction of wildlife buffer

‘A military escalation in
the Taiwan Strait .. .
would be a horror scenario
for the whole world

for al farm-

ing is at a tipping point. We need to

reverse the damage, protect more land,

secure our protected areas better and

open up more corridors between

national parks,” she said. Kenya has

already lost about 70 per cent of its

over three decades, accordingto

the Kenya Wildlife Conservancics
Association.

Silvia Musciya, Kenya's government’s
principal secretary for wildlife, said
clearer regulation and more co-ordina-

and hasthreatened to take by force, fol-
lows controversy over a Beijing visit by
Macron, during which he warned that
Europe should not get “caught upin cri-
sesthatare notours”.

Some European politicians criticised
the timing of Macron’s remarks, which
came as tensions between the US and
China escalated over Taiwan and at a
time when Europe continues to be
dependent on American support for
Ukraine in the war with Russia.

tion but that
everybody has some ng)lt_ to exercise
theirtenure land rights’.

She added: “But if we da that without.
larger-scale spatial planning, then we
continuously close in the wildlife corri-
dors and forget the fact that animals
continuously have to move.” The ele-
phants then “find alternatives that
come at a cost”, including destroying.
propertyand crops.

The government said in February that
Ks5.7bn ($42mn) would be paid to
those, mainly farmers, affected by

the EU's foreign policy chicf Joscp Bor-
rell, whoalso soughtto conveya tougher
‘message on Taiwan.

The EU’s position on Taiwan had not
changed, Borrell said in a speech pub-
lished yesterday. He had planned to
deliver the speech in Beijing this week
but his trip was cancelled after he
caught Covid-19.

The EU remained committed to its
“one China policy”, which recognises
Beijing as the sole legal government of
China. But on Taiwan, “any attempt to

outa

insurancescheme.
Conservationists have also been able
to prevent clashes by erecting about

force would be

the rise in tensions
around Taivwan, but blamed “separatists
of the island’s i

unacceptable”, hesaid.
Qinacknowl

phants from entering the Maasai lands.
Still, the plight of the elephants has led
someto reconsider.

Michael Kairu set up his Ngong Veg
farming businessin Amboseli five years
ago only to find out later about the
threat it posed to wildlife. His 500-acre
farm is in what was once an elephant.
breedingground, according to locals.

“Government agencies and commu-
nities should make it clear where you
can farm,” said Kairu, whose customers
include leading UK supermarkets. “We
need to protect wildlife habitats and we.
alsoneed agriculture”

His plan is to one day give up the land

move-
ment’, who were receiving “help and
support from foreign powers”. “That is
the basicroot of the trouble in the Strait
[of Taiwan]? hesaid.

Baerbock also urged China to per-
suade Russia to end the war in Ukraine,
saying Chinese president Xi Jinping’s
Tecent trip to Moscow had shown that
noother country had more influence on
Russia. "The decision as to how it uses
this influence directly affects Europe's
coreinterests,” she said.

She said that just as China had suc-
cessfullyworked to reconcile Saudi Ara-
bia and Iran, the west hoped Beijing
could play a similar role to end the war

in Ukrain i it had a “special
return. “Idon’t want to bein thewrong | responsibility” to do soasa permanent
place” hesaid. “Tcarc about clephants” | memberof the UN Security Council.

Search for life

Spacecraft begins 8-year trip to Jupiter

LEKE 0S0 ALABI AND

what lies beneath the

LONDON

An Ariane-5 rocket has launched
Europe’s €1.6bn Juice spacecraft on an
cight-year voyage toJupiter and its icy

signs that li
frozen surfaces might supportlifc.

The successful launch wasgrtﬂ:dwlth

‘moons’icy

Sovereign debt

Beijing vows to co-operate on defaults

JOE LEAHY — BELIING AND
KANA INAGAKI — TOKYO

Imperial College London, hclpcd to

mln]xnon by sclcnusls

moons, which it will i for

the European Spmctpnn in French
Guiana yesterday. Teams led by the
hadworked for

Business Opporturnities

[ —
e s ekt oo g

VN

AMANI

GRAUP

AMANI INVESTMENTS

International Funding
Solutions for your Business
Wwww.amani-group.ae
info@amani-group.ae
+971 55 117 1436

mnnths testing for flaws and potential
problems. The launch was postponed
from Thursday because of b

develop a that will be
used to measure electrical currents in
the underground oceans of the moons.
“We're looking for the ingredients for

China'sstance for holding upcrucial

China will D to resolve an  toservice foreign borrowings. as lxm!ma, whmhlsw:uung fm-the)lzxt
impasse over developing countries' _China has inssted that multilateral  trancheofaS1.5bnIMF package.
sovereign debtresiructurings, asenior lenders, which include The PBoC’s Yi. h

tosol- details on China's stance in his state-
ten its stance in fraught negotiations ‘Thursday meeting.

overastringof defaults.

Nearly an hour after lift-off the first
signals were received from the space-
craft. They were captured by antennas
at the New Norcia ground station in
Western Australia. A second key mile-
stone was reached when Juice’s solar
rays were deployed, enabling the satel-
liteto produce its own electricity.

Juice — short for Jupiter Icy Moons
Explorer — is the most complex plane-
tary space mission ever attempted.
Although Juice will provide a wealth of
information about the atmosphere and
‘magnetic environment of Jupiter, most
public attention will focus on what it

https://ft.pressreader.com/v99f/20230415

Y1 Gang: Chinas

But in recent days, US officials have
sounded more positive on a break-
through in the impasse with China,
though they have said it remains
unclear if Befjing s really willing to join
the Common Framework.

Japan s leading efforts with India and
France on an initiative to discuss the
Testructuring of Sri Lanka’s debt, amid

g S

life — liquid water, a heat source and ey dithoeni
organic material,” said Dougherty. | Chinacentral bank governor YiGangon | implement the
“Once we confirm that isthere,well e | Thursday told G20 ﬁ]mnoe ministersin | fra or
waswilling | debt resolutior®

Ir_ralenp]ac:whcr:hkw\ddfam to vork throush the i so-called

Th bn-Kilo- h as the World Bank and
metre route involves four “slingshot” mmlctunng,. the IMF, should break with norms and
gravity assists around Earth and Venus “China is willi rk with all par- directly in sovereign d:ht_
— thelast onein 2029 —before reaching | ties to implement the Common Frame-
Jupiter, the solar system’s biggest | work for debt resolution.” Yisaidina  But advanced countries and others

planet, in2031.
Juice will then orbit Jupiter, fly past

statement relcased by the People’s Bank
of China. The G20’s Common Frame-

oppose the move, arguing multilateral
institutions must retain their “pre-

the Europaand Callistornoons and then | work secks to bring the main bilateral ferred” status as “super-senior” credi-
orbitathird, Ganymed ingits 10 ith distressed debt i
scientific i ine the | together for Sofar,Chad,  They argue this privileged status is

complex physical and chemical envi-
ronment of the Jovian system. The mis-
sion is due to end with Juice crashing
intoGanymede inlate 2035.

Ethiopia andZambia have signed up.
Sovereign deb distress among devel-

aping countries has been a focus of this

year’s IMF and World Bank meetings in

the basis of multilateral institutions’
high ratings and is fundamental to their

In a news conference following the
G20 meeting, Shunichi Suzuki, Japan's
finance minister, called on China, Sri
Lanka’s biggest bilateral lender, to par-
ticipate in the new platform, but it
remained unclear whether Beijing
would play along with other creditors.

Additional reporting by William Langley in

dJames Politi i

abilit
Western countries have blamed

fashington
See Opinion
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The French president might have hoped his trip to China would reinforce his claim to be Europe’s
strategic thinker and chief diplomat. But instead he is now isolated both at home and abroad.
By Leila Abboud and Ben Hall

he low point in a dire week
for President Emmanuel
Macron came during a
press conference on
Wednesday when a

reporter confronted him with a jibe

from an oldadversary: Donald Trump.

The former US president, who alter-
nately embraced and clashed with his
French counterpart, had taken issue
with Macron’s state visit to Beijing car-
lier this month. “Macron, whe's a friend
of mine, is over with China kissing [X7’s]
‘ass” Trump told Fox News.

Macron, whowas onastate visit tothe
Netherlands, declined to respond. But
the fact that he faced the question at all
four daysafter his return to Europe was
‘asignof howbadly he had mangled both
the symbolism and the messaging
around his carefully planned Chinatrip.

Not only did Macren have little to
show from effortsto convince Xito limit
his support for Russia, he created a dip-
lomatic uproar withan interview on the
flight home in which he called on
Europe to develop its own stance inde-
pendent of the US to deal with tensions
between Beijingand Taiwan.

“The great risk” for Europe is that it
“gets caught up in crises that are not
‘ours, which prevents it from buildingits
strategic autonomy,” Macron said,
‘warning against becoming “vassals” to
the US or China. Politicians and diplo-
‘mats on both sides of the Atlantic called
the remarks tone-deaf at a time when
the USis bankrolling Ukraine’s defence.

At the press conference in Amster-
dam, an exasperated-looking Macron
tried to drawa line under the episode by
explaining that France is for the status
«quo on Taiwan, remains a staunch ally
ofthe US and wants Europe to present a
united front on China. But he could not
resist repeating a line that had enraged
‘many of his European partners: “Being
anally doesnotmean beingavassal.”

For Frangois Heisbourg, a European
security analyst, this week encapsu-
Iated all that has gone wrong for Macron
on foreign policy since the Ukraine war
upended the global security order.

Although the French president argua-
bly has the right diagnosis that Europe
needs to become a stronger, more inde-
pendent power, he says, Macron has
been an ineffective messenger and dis-
played a dangerous naiveté, first
towards Russiain the run-up towarand
now with China.

“It is a romantic way of doing foreign
policy;” Heisbourg says. “Macron really
believes that with his intellect and his
charm, he can convince leaders like
Vladimir Putin or Xi Jinping to act dif-
ferently?

Macron remains, like other modern
French presidents since General Charles
de Gaulle, guided by the idea that
France has a special role to play in for-
eign affairs, and that means definingits
own foreign policies apart from the US.
Heis wedded to the concept of France as
a “balancing power” between super-
power-aligned blocs.

But in trying to put the theory into
practice he has often provoked diplo-
matic controversies. He infuriated Ber-
lin and the EU’s eastern members in
2019 with a freclance initiative to reset
relations with Vladimir Putin and Rus-
sia. He followed up by declaring Nato
“braindead”. In the middle of Russia’s
‘brutal war against Ukraine, he said Mos-
cow must not be “humiliated” and
would need security guarantees.

But his comments this weck, appear-
ingtoblame the US for the tensions over
Taiwan, have caused the widest-ranging
furoreso far.

InEurope, Macron's remarks eclipsed
«efforts by Brussels to engineer a more

Macron at odds with the world

‘His big
problem is
thathe
thinks
aboveall
aboutideas
and
concepts
and not
about
tactics, so he
says the
wrong
things at the
wrong time’

coherent EU stance on China. On her
own visit to China this week, German
foreign minister Annalena Baerbock
disavowed the French leader’s com-
‘mentsand warned China notto use mili-
tary force on Taiwan.

Governments in eastern Europe were
especially irritated by Macron's plea for
the EU to become a “third superpower”
instead of being “followers”, accusing
him of failing to learn the lessons of
Putin’s invasion of Ukraine. Without US
aid to Kyiv, Ukrainian resistance would
havecrumbled.

Polish prime minister Mateusz
Morawiecki countered Macron's view-
point this week, saying the EUneeded a
“strategic partnership” with the US
rather than “concepts formulated by
others in Europe, concepts that create
more threats, more question marks,
‘more unknowns”.

With his approval ratings plummet-
ing domestically after months of pro-
tests over his unpopular pensions
reform, Macron might have hoped his
tripto China would strengthen his claim

‘Eurosceptic, far-right leader Marine Le
Pen. After the populist shocks of the
Brexit vote and Trump's election, he
carried the hopes of pro-Europeans and
aspired to fill a leadership void in
Europe created by Angela Merkel as she
entered her twilight years as German
«chancellor.

In a speech at the Sorbonne Univer-
sity later that year, Macron said the EU
should strive for “strategic autonomy;”
— an amorphous concept meaning the
union should have its own capacity to
act and not be hindered by dependen-
«ies onother powers. It was not his origi-
nalidea, but he gaveit propulsion.

The Sorbonne proposals received
short shrift in Berlin, but many of them
have since taken shape and the EU
undeniably carries a greater French
imprint since then.

‘Macron persuaded Merkel to support
a pandemic recovery fund backed by
common EU borrowing, a watershed
‘moment in integration. The EU has also
embraced industrial policy and adopted
‘policies to protect its internal market
1 . o

ip-
lomat in chief. Instead he looks increas-
ingly isolated and out of favour with his
European partners.
“He wants to shake up things and
wake up people,” says Jana Puglierin,

Macron’s “vassal” comment this week.

“You cannot build European strategic
autonomy explicitly against the United
States, although Macron would always
say, ‘Oh, I'm not doing this. 'm not
against the United States. I just want
Europe to be independent,” says
Puglierin, “But his rhetoric and the way
he puts it and especially in this latest
interview, always has this anti-Ameri-
cantoneinit”

Macron's foreign policy approach to
the US stems from the historic line
France has held since de Gaulle —
namely to be “a friend and ally, but not
aligned”, says Hubert Védrine, a former
foreign minister and top Elysée Palace
official under Francois Mitterrand.
Paris would stand with allies in tough
moments but still keepits freedom.

Védrine, an intellectual influence on
‘Macron who still regularly speaksto the
president, was once an ardent propo-
nent of the concept, but he admits that it
‘may no longer be realistic. “The ideais
still good even today, but France truly
can't play this role any more — its econ-
omy has weakened too much to make it

. » hesai

To adegree, th i
agenda has also taken root. The EU is
taking measures to reduce its supply
chain dependencics, such s on chips
and electric batteries, and has created
such as a facility to fund

Coundil on Forcign Relations and a
strong advocate of European strategic
autonomy. “But hy people

‘military operations, which has been
used to support Ukraine.
But in security and

anddividingcountries from each other.”

It's a far cry from 2017, when Macron
celebrated his election in front of the
Louvre in Paris to the strains of the EU
anthem. He had campaigned on a
pro-EU ticket and had defeated the

Macron's foreign policy woes stem as
much from his method as from sub-
stance, say former officials and analysts.
Strong on concepts, he is weaker at dip-
lomatic bridge-buildingand sometimes
says too much publicly. He relishes
debate and eschews short answers to
questions, offering instead historical

defence, given tempor
by the Trump presidency, was always
ious with many EU capit

c by
his catchphrase en méme temps (at the
time).

ing it as the latest mani ion of

Thi im the label of a “think-

France’s drive to weaken the Atlantic
alliance —asuspiciononly magnificd by

tanker in chief” who brilliantly analy
issues, yet cannot deliver results.

Macron, centre,
is the target of
protestsin
France, and of
scorninEU
capitals for
saying Europe
should not be
‘vassals’ for the
US and China

“Macron is a narcissist who cannot rec-
ognise his errors,” says one former
French diplomat. “His big problem is
that he thinks above all about ideas and
concepts and not about tactics, so he
says the wrong things at the wrong

Can Macron change his ways athome
orabroad?Scepticsdoubt it
He has repeatedly promised togovern

Reuehr

‘He wants to
shake up
things and
wake up
people.
Buthes
frightening
people and
dividing
countries
from each
other’

inalesstop-d and be more
sensitive to the struggles of the working.
class, such as after the gilets jaunes crisis
in 2018, On the night of his re-election
against Marine Le Pen last year, he
vowed to heal divisions and re«

that some voters had backed him to
block the far right and not because they
agreedwith his palicies.

Those conciliatory words have proven
‘hollow: he chose to ram through the
‘pensions reform to raise the retirement
age to 64, which is opposed by two-
thirds of the population, without a par-
liamentary vote even after months of
street protests. His ability to govern has
‘been hampered by his party losing its
parliamentary majority, imperilling
second-term agendas, such as reaching
full employment.

Macron also seems ready to stick to
‘his guns on foreign policy. Ina speech in
the Netherlands this week that focused
largely on economic independence and
competitiveness, he said making
Europe more “sovereign” was “central
to my political project”.

But now, isolated both at home andon
the world stage, it is unclear where
Macron can find the political capital to
‘bringhis project tofruition.

Additional reporting by Sam Fleming in
Brussels

Obituary
Designer who
helped put
British style
on the map

Mary Quant
Fashion designer
1930-2023

The thing about British designer Mary
Quant, says Edward Sexton, the Savile
Row tailor who helped shape the look

of ondon, isthat

“Ifyou look ‘508, most of

them are dressed like their mothers. She
changedallofthat”

ypi y made 10010 pi
a single garment, says Nigel Bamforth,
who formerly managed production for
meny o

she was “immediately recognisable.
She dressed in a very sexy way, short
skirts . . . She stood outina crowd.”
Quant, who has dicd aged 93, par-
layed her five-pointed Vidal Sassoon
chop, self- made tunic dresses and gum-

MaryQ
heath, south London to two Welsh
schoolteachers who discouraged her
from pursuing a fashion career. She
enrolled in an illustration course at Gold-
smiths, where she met her future hus-
band, Alexander Plunket Greene. In
1955, she, Plunket Greene and their

friend

ball-coloured tights into a global busi-
ness spanning ready-1 clothing
and hosiery, and

Alexan-

Widely credited for p\)pulansmg the
miniskirt in the early 1960, her then-
shockingly short skirts and waistless

der's, on the Kings Road, which fast
became a favourite of the

p.
“The quality was extremely good.”
Bamforth recalls, landing, price-wise,
between couture and Biba, the lower-
priced fashion chain that launched in
1964. “Duchesses would shop in her
shop and alsopeople whoworked as sec-
retaries,” says the V&A's Lister.

But careful marketing by the trio also
played a role in the brand's success.
Quant’s photo was frequently splashed
ofthe

“Chelsca Sct” (Brigitte Bardot and the

departure from
the cinched waists and long, full slurls

floor was a shop they called Bazaar,
whereQ i

favoured at the time. The i
designs helped put British fashion on
the map. “She gave youngwomen anew
visual language, and the space to be
themselves,” says Jenny Lister, co-cura-
tor of the Victoria and Albert Museurn’s

Quant set about filling the shop with
clothes, first bought wholesale from
other designers and then — frustrated

mini skirt. So was that of Sixties *it”
‘model Twiggy, who became the unoffi-
cial second face of the label. Designs
were given playful names — “Legs

wards” trousers, the “Cad” dress,
“7Up” shorts —with elegant blacland-
white inner labels that mimicked those

dn't what  sewn
she wanted — of her own design. She The stores were informal and fun,
adapted existing dattended  with loud music, arresting window dis-

2019- y chibition. “She:
didn't promote herself as a feminist but,
the way she lived and worked, it was at
the bottom of everything she did.”
“Before her designs, there were no
real clothes for teenagers,” the model
Twiggy recalled in a 2019 Vogue essay.

https://ft.pressreader.com/v99f/20230415

evening classes to learn the fundamen-
tals of cutting. Her clothes were made in
small batches to help pay for the next
rolls of fabric, which meant the shol)
almost always h

plays and parties that stretched into
the early hours. “She really changed not
just how women dressed, but how
women shopped,” says Dennis Noth-
druft, head of exhibitions at London’s

at the height of Quant’s p\)pu]xrlt)g she

Fashion and Textile Museum. “These

Mary Quant shaped the look of
Swinging Sixties London

‘She gave young women
anew visual language,
and the space to be
themselves’

ideas of boutiques and in-store events
and fashion shows in stores, it became
an experience. It changed how people
consumed fashion.”

The business expanded through a
1962 design contract with US depart-
‘ment store chain JC Penneyand, in1963,
the lower-priced diffusion line Ginger
Group. In 1966, Quant was presented
‘with an OBE for fashion, which she
‘accepted wearing a mini dress. In 2015,
she was made a dame and earlier this
year was appointed to the Companions
of Honour by King CharlesIL

Associates describe her as charming
and exuberant, though painfully shy in
public. “She would prefer to hide behind
anyone, and for interviews on the radio
or television, she sort of died of embar-
rassment,” says Lister.

In 2000, the designer left the com-
pany she co-founded and sold her
Temaining sharesto her Japanese licens-
ing partners. Her husband died in 1990,
aged 57. She is survived by a son,
Orlando. “The thing I love about Quant
isthat she set out toruna boutique, and
ot finding things she wanted, she made
them,” says Nothdruft. “The whole
Quant empire came from that under-
standing” Lauren Indvik
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Britain’s elus

ve high-speed rail dream

Despite the delays and
spiralling costs, the UK
still needs HS2

Countries such as France, Germany or
Spain with shiny and extensive high-
speed rail networks may look with baf-
flement across the Channel to the ago-
nies in Britain over building anything
The originally solid case for the
HS2 line, meant to whisk passengers

until the 2040s. Plans to
‘bring HS2 to Euston in central London
may now be completed only in 2041,
with trains terminating till then several
‘miles away in the west of the capital.
‘Some MPs suggest what rcmmns of the
‘project — at least beyond Bi

share the existing main lines, shifting
inter-city services to dedicated tracks
allows many more to run, at much
higher speeds, while more local and
goods trains can use the old lines. As
‘HS2 will join the west coast line beyond
the worst faster and more

towhere construction is well under way
—should be axed. Despite the costs and
delays,

frequent services can run through to
northern England and Scotland. That
lH.nLeus

The f ing HS2

‘more alluri And

hxs]edxttnbeseen.wmngly asa vanity
project. In capacity terms, i is essential
Its origins lay in early-

from London to. and Leeds
via Birmi

2000s fc sts of rail needs that pro-

more
precarious as the price tag has soared.
After being repeatedly delayed and
hacked back, the project is in danger of
death byathousand cuts.

Cost estimates spiralling from £30bn
adecadeagotoas much as £100bn have
forced the government to look for sav-

jected southern sections of the west
coast London-Glasgow line would hit
maximum capacity by the mid-2020s,
and the east coast line to Edinburgh a
few years later. Though the pandemic
has altered travel patterns, those fore-
casts are broadly set to be met. Wld:n—

i e he e L
cial to meet net zero targets, but impos-
siblewithout space onthe railways.

HS2 should therefore be completed at
least to Manchester. While the govern-
‘ment wants to tweak the Euston termi-
nus design to save money, any delay in
opening it should be kept to a mini-
mum. The north-east arm to Leeds had
aless compelling logic but alternatives,
such as a leg through Nottingham to

ings. Muchof the Y-shaped i
arm to Leeds was scrapped in late 2021.
A new, Ewo-year delay to another sec-
tion may mean the line docs not reach

ing extsting lines Is tself exp
disruptive. It was decided to build new

York, could
Ministers should remember cost-ben-

Since commuter and freight trains

tional activity a well-designed project

The focus
onspeedin
marketing
HS2 hasled
itto be seen,
wrongly,asa
vanity project

will generate. Within eight months of
opening last year — though delayed and
over-budget — the cross-London Eliza-
beth Line was carrying 3mn passengers
aweek, 50 per cent more than expected,
with little sign it was “cannibalising”
‘Tubejourneys.

Project managers and the govern-
‘ment must continue to look for savings.
But these should come through redesign
or re-engineering, not lopping off fur-
ther bits of HS2 and undermining its
rationale, or from postponements that
reduce immediate outlays but push up
thetotal end cost.

Lessons must be learnt, too, from the
ballooning expenses and interminable
planning and political approval proc-
esses. Though Britain is much more
densely populated, engineers note big
rail projects are managed very differ-
entlyin France, seemingly without com-
promising quality or safety. The UK still
needs HS2, and has no quick Plan B. But
the project’s handling to date isreallyno
‘way torunarailway.

Opinion Money

Not a penny more: time
to abolish the US coin

FTmortageiDeeansie

hey pile up in drawers.
They're taken or left on a
whim at store counters.
Vending machines and
parking metres won't
accept them. And last year, they cost
the US Treasury

concluding that the penny remains
popular with a slim majority. In 2006,
the group arranged for entertainer
Kevin Federline to show up in Times
Square wearing an Abraham Lincoln
mask and declare that he was,
“feel[ing] good about the penny.”

The main argument put forth by

penny defenders is that eli
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It's no wonder men feel threatened in today’s battle of the sexes

In talking about male attitudes to You don't say. All over the world, succeed on all frontsand still do their | strong, brave, kind and comfortable
women and sexuality, Gary Barker, women are being educated, taking hair, nails, make-up and clothes to with their emotions, I suggest that your
president of the cam paign group control of their fertility, having fewer | please men. readers watch a few episodes of 999:
Equimundo, says “the trend is babies and finally claiming their equal alotof them growpast | What's Your Emergency?, whose cast of
backward” pointing out that young rights to succeed and flourish with men | this and realise they're better off paramedics any woman could be proud
‘men often voiced more conservative — including the right to enjoy casual spending the money at the gym, 1o bring home.
views than older generations sex in the way men always have. No which will conveniently enable them | Sheila Hayman
(“Boys and the search foranon-toxic | wonder the men feel threatened. to throw across the room any boy who | Associate, Newnham Callege, Cambridge:
‘masculinity”, Spectrum, FT Weekend, T'm more concerned with the effect | tries to strangle them in bed. (proudly all-female since 1871)
April8). on girls of the constant pressure to Astorole models of men who are London NWI, UK
Silicon Valley and the kids free samples/ because he knows | “Happiness is Lubbock Texas in my Remember animal rights
K i £ risk diffe full well/ that today’s young innocent rear-view mirror”. Yet now thereisa 5 f S0

anks — ideas of ris} €T | faces/ will be tomorrow’s clientele.” Buddy Holly Center there. Can the in race for a winning edge
Gillian Tett writes that “risk In 2012, the US rapper 2 Chainz financially astute readers of the FT 1 felt nostalgic reading Oliver Roeder’s
‘management culture is antithetical to requested permission to sample the help us understand this paradox? ppiece about computer-assisted betting
Silicon Valley culture”, and 'd agree — | song. Lehrer’s response: “As sole Louis Marvick taking over horseracing. I recalled my
but not for the same reasons (“WhatI | copyright owner of “The Old Dope Emeritus Professor of French own excitement as a child going with
learnt from three banking crises”, The | Peddler’, I grant you motherfuckers University of Nevada, Reno, NV, US my father to the Santa Anita racetrack,
Weekend Essay, Life & Arts, April 8). | permission to do this. Pleasegivemy | Liineburg, Germany near Los Angeles (“T used Altobet on

Risk s dual in nature: it regards to Mr Chainz, or may I call
value when an organisation is exposed | him 22"
to itand to manage it.
‘The banks forget the first aspectand | Stane, Staffordshire, UK
ilicon Valley forgets the second. . e
But the th Silicon Valleys | Forgiveness flourishes in

the coin will result in businesses
rounding up prices, costing Americans
‘more on their purchases — particu-
larly those who are lower-income and
‘morelikely tobe using cash.

acon-

duce than they're worth. Despite all
this, the penny — America’s copper-
plated one-cent coin—
R e
nalists and penny-jar owners have
debated whether the coin’s de
value justifies nx mmmm:d produc-

vincing explanation as to why prices
would go up more frequently than
down, if rounding to the nearest
nickel. The pre-tax price of many con-
sumer goods does end with “, 997, sug-
gesting around-up, but due toanother
American monctary custom, ulesux

tion.
Nl iy vo Ta A B
hit it from both sides: production and
distribution costs have gone up while
the actual utility of the coin goes
down.

While the volume of cash transac-
tions may be declining, the penny has

never cost more to produce than it did.

T'he last time America
successfully eliminated
adenomination of
currency was in 1857

in 2022, at .72 cents per one-cent
coin. Meanwhile, it is now worth just
80 per cent of its value in 2017, the last
time a major legislative effort to phase
itout wasintroduced.

That bill, the “Carrency Optimiza-
tion, Innovation, and National Sav-
ings” or Coins Act, would have

production of pennies for 10

ismot i p
This means final prices are no more
likely to end up being more expensive
than less. An academic study of
200,000 convenience stores also con-
cluded i -

the lean concept, with its

um viable product” approach,
is an excellent way of managing risk
because it tests assumptions as the
product or service is developed.
Duncan Stephenson

Ceres-Risk, Leeds, West Yorkshire, UK

Lehrer’s rapper riposte
was the acme of courtesy
Alison Jamicson (“Memories of Little
Britaly”, Letters, April 8) writes of an
Htalian ice-cream vendor offering
customers a taster. It put me in mind of
one of Tom Lehrer’s most memorable

b

tively affect consumers.
Any bill eliminating the penny
should look to Canada for guidance,
which just celebrated its tenth anni-
versary of being penniless. Before it
was eliminated, the one cent coin was
costing the Canadian government an
absurd 1.6 cents to produce and dis-
tribute. It remains legal tender and
federal rounding guidelines for busi-
nesseswereissued along with the bill.
Some suggest that any savings from
eliminating pennieswould be offset by
anincreased use of nickels, which the
Treasury produces at an even greater
loss. For each round-up involving an
extra nickel, there would be another
that eliminates a nickel in favour of a
dime. Counter-intuitively, rounding
all prices to the nearest five cents
would involve the same number of

fthe reper-

cussions. It formulat-

ing the metal composition of the
nickel, or five-cent coin, and swapping
the dollar note fora coin. Thenon-par-
tisan Government Accountability
Office estimated that the ch: to

y
lic opinion is on their side. But the
framing of penny polls sways how
people respond. One survey con-
ducted in 2022 by progressive think-

small-coin production would save
hundreds of millions of dollars, but
was sc:pncal of changes to the dollar

tank Data for wide,
bipartisan public support for elimi-
nating the penny once respondents
were informed about the high costs

entanywhere.

Thc last time the US successfully
eliminated a denomination of cur-
rencywas in1857 whenitgotridof the
half-cent coin. The Coinage Actof 1857
discontinued its production at a time
when it was worth far more than the
modernpenny s.

Finally, and most cmotively, thereis
the matter of President Lincoln,
whose face adorns the onc-cent coin.
Although he is also represented on
the five-dollar bill, Americans are
attached to his metallic presence and
Ioathe to abandon such a popular hi

i In order to appease this

keeping the penny is Americans for
Common Cents, a lobbying group
whose funders include Jarden Zinc
Products, a company that produces
and sells coin blanks to the US Mint.
The lobbying group's own polls show
up periodically in the news, always

group, perhaps a new, copper-plated
Lincoln monument could be pro-
posed? We can construct it with melt-
ed-down pennics. We certainly have
enoughofthem.

sam.learner@ft.com
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rock-n-roller's hometown

The town where Arthur Rimbaud grew
up “eventually forgave him” for caling

Portuguese guns — an early
example of ‘aid-and-trade’?
Thank you for the travel piece on
Lisbor's “Age of Discovery”(Life &
Arts, April1).

It could be i i let FT

horseracing. Here's what happened”,
Spectrum, Life & Arts, April 1).

A synapse to.a memory of the song
“Fugue for Tinhorns” — from the
‘musical Guys and Dolls — was awakened
after decades of dormancy.

But then I was also reminded of Luck,

ived HBO TV series set in the

readers know that when the

worlds of horseracing and gambling, It
was mnc:llcd, in part, because of

it “superiorly idi
towns” (“House museums #11: Arthur
Rimbaud”, House & Home, April 8)

Portuguese arrived in Japan, around
1543, th y i

civil war, and

the animal rights
LA a

adventurers were instrumental in

‘wonder of nature and man has an

and now has a museum dedicated to emi.mgthemnﬂml bypmv\d.\ngg\u]s mszuahlecnrmsltymtrymﬁgnreuut
his memory. dge”, as Roeder puts it.
Another “anti-establishment rebel”, hav: them) to the side that ulumatcly Unfmumncly. not without imposing
Heinrich Heine called Liineburg, where | emerged as victors. suffering on the very creatures we
his parents lived in the 1820, “the For about half a century the so0 admire.
residence of bredom”. Yet now their | Portuguecse had a monopoly of Bigdata, machine learning, artificial
1 renamed b Japanand China | intelligence, wagering cartels —a
I.hzﬂcmrlch Heine-Haus, hosts (and the west), and were only expelled | fascinating but disturbing outlook we
weddings and literary gatherings. because the Catholic influence started | face as our human pursuit of winning

Iyrics. Mac Davis, an American songwriter | to threaten the almighty powerofthe | overtakes our better instincts of limbic
Tn his 1953 pacan toan under- whoshared the same hometown as Japanese emperor. resonance forall living things.
profession “The Old Dope | Buddy Holly, wrote a songiintributeto | Rui Ramos-Pinto Coellio Thomas Tomeoni
Peddler” Lehrersings: “Hegivesthe | thegreatrockn-rollerwiththeline: | Lisbon, Portugal Thousand Oaks, C4, US
”/h J ecently, the phrase “cost of | via their ibuti y
Iy economists living crisis” has been product. But ever since Christi hiftn becomes
have been everywhere. This weel, it | Lagarde, former French finance politicised. would betthi trend will
el el e in | continue
- the IMF's spring m ik inga mood of national
leammg to The context was a talk I gave on what Emphnmsbxsbezn&inﬁmg Georgiewa | selfeliance) and ever-sweling
T that
speak human iR S Mo it g e || o e s
director, used the phrase when she . i is central to any
i “Prwrunhdp\ls ‘This shift horri bs ic policies).
who fear The IMF tried to present an upbeat
mdmmmnmmnm.gmsumd iness of thelatter point this week.
abvious. But someof U loans.t delights others, such asthe | Although it lamented that “publicdebt
lked Nobel Prize-winnir asa ratio to GDP soared across the
nbmunmxtmﬂlwngmmsalﬂmm gtz whohas railed against its e ]
afew years ago, s, levated”, it also pointed out
afterwards. Instead, he observed, they || e s
just said ‘inflation’” shl.klsmbarmwamnceptmnedby reduce this, and that “economic growth
The linguisticshiftspeaks volumes. | Karl Polanyi, the cconomic historian, | and inflation have historically
Inthelate 20th century, e the eraof | about . contributed to reducing debt ratios”
neoliberalism, the IV acted as if meetings now acknowledge markets Fair enough. As work by Carmen
i non- st numbers | Reinhart, former World Bank chicf
jvity. The institution was | and emi in | economist, shows, after the second
founded in 194, after all, “tomanage | politcsand socery: bas | worldwar d Britain
the global regi the World ir debt by adopting a subtle
international payments”, as the Council | Bank in relation to poor countries, this | version of this growth-and-inflation
Notebook on Foreign Relations sense of embeddedness of economicsis | mix known as “financial repression”.
although the fund evolved in the 19705 | afoot in advanced cconomies, too. This efersto he idea hatf he
by Gillian Tett to handle balance of payments and Last year, to cite just
deb criscs, mostly among middle- Bank of England governor Andrew m@um;m—mm:mm:
ics, i il displ paidon
“wage restraint” to preventan e A b bkt
inflationary spiral. A few decadesago, | producing in real terms. There isa
when neoliberal,free good is will be repeated
i 2 g ik e et
ik ddling. Not quite | subtle, itisstill redistribution. So s
5o much today, given the past two inflation. Hence the use of emotive
decades of shocks that have prompted | phrases such as “cost of living crisis”.
i heavily in For better or worse, pnlmasannnm

ind the

replacing

finance,
energy sector. The boundaries betw

policy. Thsmldmsmlwgum.
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s really bad. So bad the Pentagon
is not only conducting its own
investigation, it also immediately
called in the Justice Department to
investigate. Over 100 pages of

highly classified CIA Operations Center

and Joint Chiefs of Staff

Pentagon leak fallout will be felt far beyond the battlefield

But investigations by Aric Toler of
Bellingcat and other media organisa-
tions quickly revealed the source of the
leak: Jack Teixeira, a 21-year-old Air
National Guardsman, who is now in
federal custody.

The US was lucky in that some of the
information has been altered, which
allows room to disparage the content
and deny its accuracy (As South Korea
and the UK have done). And its
response — to inform allies, apologise,
mitigate where possible, and hunt down
the traitor —h:

gence as targets take action to shield
themselves. It could also prompt allies
like Ukraine to restrict access to their

ammunition running low; peace talks
between Moscow and Kyiv were never

Defence contractor Edward Snowden
released more than a million pages of
intelligence on military capabilities,

rations — as the
figures. This would make it far harder
for Nato partners to assess the course
of the war and impact of western
assistance.

The dilemma for all these countries is
that America's intelligence capabilities
are incredibly valuable. And the US, in
turn, depends on intelligence from allies
to validate, correct, and legitimise its

some intended anly for the five eyes
artners,

However, America’s allies are quietly

able n)a]]::s atall — have been exposed.

Some are derived from human intelli-

well they should be. The
revelations will pose significant political
problems for the government of South
Korea (which has been caught out via

gence, so could put assets at risk; many
: TtoUS tntell

their communications are compro-

mised.

The files sat on a public server for
‘months before the government realised
they were there, and it docsn't appear to
know whether whal’s already been
released is the extent of the damage.

intercepts over whether
to send weapons to Ukraine), further
Egypt’s difficulties with Congressional
approval of military aid (after exposing
its secret plans to supply Russia with
rockets), and do real damage to Kyiv’s
war effort. It will unquestionably
impose significant costs on US intelli-

The greatest damage this
leak could do would be to reduce such

ing. If in order to prevent compro-
mise, the US restricts access further,
it will lose visibility and allies will lose
the ability to synchronise their actions:
in other words, constricting intelli-
gence-sharing decreases burden-
SiEn

aring.

There is some good news. While spe-
cific details will be incredibly valuable
to Russia and other adversarics, these
are not bombshell revelations: journal-
ists had already reported Ukrainian

likely; allics have long been aware
that the US on ther nd
the disparagingasscssmentof Ukrainc’s
forthcoming offensive may prove mo
more accurate than previous predic-
tions were.

Sofar, this leak alsodocs not appearto

Americas allies are
quietly exasperated by
these revelations, as well

they should be
be as damaging as historical exposures
have been. Take Aldrich Ames, the CTA
case officer and Soviet agent arrested in

1994, whos treason resulted in the exe-
cution of numerous CIA and FBI
source intell e

‘methods of collection. Both
the Manning and Snowden leaks also
put livesat risk.

Inall but the Ames case, the leak

and equipping of specific units, time-
Jines for receiving training and equij
‘ment from allies. In keeping with its
overall excellence in information war-
fare, Ukraine’s leadership was mostly
silent, leaving th: mﬂmu'y to respond
that batt isboth per-

werelow-level aperatives. That suggests
inadequate vetting and supervision at.

ishable and outdated. They will proba-
bly have alrcady taken action to reduce

the more hat  the of what Russia now
restrictions on domestic s\lrv:lllmre knuws.

arelikely to only hope that the
social media and extracurricular mm, mcm;ql and operational intelligence
ity st enough to allow Moscow to
ties. Technulagy making data ever (arpedn Ukraine's battle plans. Given

and communications more bespoke

should be sending Kyiv

mation
and distribute it — either privately or
publicly.

Given the damage wreaked on the
Ukrainian war effort, Kyiv has played
this well. The documents contained

- detailed f their ammuni-
tionandair deknc: holdings, including
which their stocks
illb disposition

weapons and helping
them re-plan their offensive to drive
out Russian forces. Its intelligence
Tapse increased the risk to Ukraine —
increasing its assistance is the least it
should do.

The writer is head of the foreign and
dlflnm po}xqmn at the American Enter-

This leak of classified
documents has shaken the
foreign policy and defence
‘worlds, write James Politi
and Mehul Srivastava

ack Teixeira was reading

a book on the deck of his home

in a wooded section of

North Dighton, Massachusetts,

on Thursday, when federal
agents swarmed in for what turned out
to be an easy arrest. The 21-year-old
airman, who was wearingred shorts and
an olive T-shirt, has suddenly emerged
as the latest outlaw within Americas
national security apparatus, after a
flash investigation.

The US authorities believe Teixeira
was behind the massive leak of
ultra-sensitive military documents,
‘mainly related to the war in Ukraine, in
a series of online postings that have
shaken the US foreign policy and
defence establishments and risk
seriously fraying ties with key allies, He
was arraigned in federal court on Friday
and is being detained until a new hear-
ingnext Wednesday.

That such a junior member of the
American military could be in posses-
sion of highly classified materials —and
in a position to publish them — has
already triggered mass soul-searching.
“It’s extraordinary that he has been able
togetaccess in the way that he hasand it
shinesa light on how shockingly easy it
has been to have such a major intelli-
gence gap,” said Leslie Vinjamuri, direc-
tor of the US and Americas programme
atChatham House.

Teixeira’s own views, which sit at the
crossroads of libertarian politics, guns,
video games and religion, will com-

A decoupling delusion
1s gripping the west

James
Crabtree

wo recent Beijing trips

by global leaders have

shed light on the many

‘paradoxes of a future age of
economicdecoupling.

Avisit by Emmanuel Macron, presi-

dent of France, and Ursula von der

Leyen, European Commission presi-

dent, last week generated waves of

controversy in the west. Another, by

Anwar Ibrahim, prime minister of

Malaysia, went almost unnoticed but in

‘manyways proved more illuminating of

Thereare problems with thisaccount,
however, the first being that so far
decoupling has barely begunto happen.
‘Semiconductors are one notable excep-
tion, given successful American attempts
1o stop global chipmakers selling to
China. Butforallthe talk of supply chain
de-riskingand resilience, similar moves
inothersectorsare hard tospot.
‘Western multinationals talk more
often about a “China plus one” strategy,
in which they keep making things in
China but also pick another manufac-
turingbase, Malaysiasay, asa hedge.
But imagine for a second that
geopolitical events take a further turn
for the worse, western companies get
spooked, and decoupling does begin to
‘moveforward more quickly, What then?
Here, many in the west assume that

Macron travelled to Beijing with
von der Leyen to present a united
European approach to China. But he
also brought a phalanx of business

ess
reliant on China, while the decoupling
process will probably draw countries
such as Malaysia and Vietnam closer to
the west itself. Both assumptions are

leaders, opening
of mercantileforcign pollcyand leaving

Take Samsung. Ets decisionin 2020te

Afew days earlier, von der Leyen had
delivered a speech in which she argued
that Europe should “de-risk” rather

hift ion to Vietnam means the
South Korean glul now assembles
millions of phones in Vietnamese
factories each year. Many are then
exportedtothe west. Many components

than decouple its Chinese ties. Full
i i she id, so
the west should instead reduce risks in
strategic sectors such as semiconduc-
tors, batteries and critical minerals.
This week G7 finance ministers also
talked up the need for supply chain
“diversity” with plans to “empower”
emergingeconomies.

Anwar’s visit to Beijing could hardly
have been more different. Here there
was no talk of decoupling. Rather,
Malaysia's leader hailed China's eco-
nomic d greater

Person in the News | Jack Teixeira

investment. He mok a group of Malay-
sian businesses too, eturning with deals
, onpaperat least.

pound those concerns —
the difficulty the US military has in
detecting extremists within its midst
willing tospill Americals secrets.

Teixeira enlisted in the military in
September 2019, and was assigned to
the intelligence wing at Otis Air
National Guard base on Cape Cod.
He was formally working on “cyber
transport systems” — meaning he was
responsible for helping to keep the US
Air Force communication system run-
ning — and even won an achievement.
‘medalin September2022.

But a darker side to this otherwise
ordinary American story began to
emerge online in recent years, as Teix-
eira posted on the “Thug Shaker Cen-
tral” channel on the platform Discord.
There he started to share the sensitive
‘material he was gaining access to in his
job with a small group of like-minded
gunenthusiastsand gamingaficionados.

The airman accused
of spilling US secrets

for college”, said one pupil, whowas a
classmate of Teixeira’s.

“He wasn’t in any of the clubs, but
he wasn't a loner or anything — if you
told me he'd been playing video games
all day though, T'd be surprised, because
he wasn't like those kids either,” said

The Washi Post, he
used names such as “jackthedripper”
and “excalibureffect” — and he was also
known just as “0G”, Some members of
the group showed the Posta video of

Another student, who asked to be
identified only by their gamer handle,
Valkeery, said they had met Teixeiraata
shooting range, and agreed to swap tips

him shouting racist and
shurs, while firing a weapon. “He loved
America but simply didn't feel confident
inits future,”a friend toldthe paper.
Teixeira, whose mother owns a
flower shop, was arrested ot far
from her home. He had graduated
from Dighton-Rehoboth Regional High
School in 2020, but did not stand out
there, said two people who knew him at
the time. The school, with about 1,000
students, sends “alot of young men into
military because we grew up hunting,
and [the] National Guard helps pay

video game. “He knew alot about rifles,
but he wasn’t showing off — he taught
me a bunch,” said Valkeery. “It was
Covid, and everybody was just playing
video gamesintheirbasement all night”

There is no indication for now that
Teixeira considered himself a whistle-
blower in the vein of Chelsea Manning
or Edward Snowden, the other twa
architects of major US national security
leaks in the 21st century. Joe Biden,on a
trip to Ircland this week, sought to
downplay th of the case.

“There’s nothing contemporaneous
that I'm aware of that is of great
consequence,” hesaid.

But on the fringes of America’s
political spectrum, Teixeira is already
becoming something of a hero. “Teix-
eira is white, male, christian, and anti-
war. That makes him an enemy to the

‘He wasn't a loner — if
you told me hed been
playing video games
all day, I'd be surprised

Biden regime. And he told the truth
about troops being on the ground in
Ukraine anda lotmore,” twected Marjo-

Ukraine, a non-NATO nation, against
nuclear Russia without war powers?
Most US politicians are however very
much in favour of an aggressive prose-
cution of Teixeira. “The theftand disclo-

The sight of leaders from the “global
south” streaming back to Befjing should
alarm the west. Having previously
focused on solving China's Covid-19
crisis and securing his own third term,
Xi Jinping is once again flexing his
diplomatic muscles — from peace
deals in Ukraine and the Middle East
to investment deals for south-east
Asian neighbours.

‘While western leaders are trying to
unpick decades of globalisation, Asian
nations from | esh and Indonesia
to Malaysia and Thailand view China as
central to their economic future. Rather

thatgo
in China, however, so Vietnam must
alsoimport more of thosetoo.
Vietnam's bilateral trade with China
has rocketed in recent years, with
similar patterns discernible in the rest
of what is sometimes called “factory

For all the talk of supply

chain de-risking and
resilience, action in most
sectors is hard to spot

Asia”. Forthcoming research from
Aaditya Mattoo, an economist at the
‘World Bank, suggests that east Asian
nations have lately been exporting
‘moretothe US but also importingmuch
‘more from China.

The resultis a double paradox. First,
rather than connecting emerging econ-
omies more tightly to the west, decou-
pling often leaves countries in regions
such as south-cast Asia more economi-
cally dependent upon China, not less.
Second, while shifting supply chains
around the world appears to leave the
west less reliant on China, the continu-

Vi sl ey ek a
with Beijing. And, paradoxically, this
is an outcome western policies might
actually del

Global businesses now talk about

towards

sure of sensitive, classified i i
endangers American personnel over-
seas. Full stop” Mike Pence, vice-presi-
dent under Trump, told Fox News.
“Ithink he needs tobe prosecuted tothe
fullest extent of the law”

It appears that the airman saw this
coming in the last few days, as law
enforcement closed in. “Guys, it’s been
g00d — I love you all.” Teixeira told his
online friends, according to an account
inThe New York Times. "I never wanted
it to get like this. I prayed to God that
this would never happen. And I prayed
and prayed and prayed. Only God can

tie Taylor Greene, the ican con-
gresswoman from Georgia, and a close
ally of Donald Trump. “Ask yourself
who is the real enemy? A young low
level uamml guardsmen [sic]? Or the
that is waging war in

https://ft.pressreader.com/v99f/20230415

hul sri

“friend-shoring”, meaning moving
i e

ners such as India, Mexico or Poland.
Alternatively, they might set up facili-
ties in south-east Asia, where most
nations are geopolitically neutral
between Beijing and Washington. The
likesof Malaysia and Vietnam are often
predicted to be winners from decou-
pling, able to hoover up western

ing need for that still
mostly come from Ehere means the
ility remains.

visit, vonder
Leyen argued that “it is neither viable —
nor in Europe’s interest — to decouple
from China®. She is right. And given the
complex and intertwined structure of
‘modern globalisation, even the task of
partially reducing dependence on the
Chinese economy s likely to turn out to
‘be much harder than it looks.

The writer is executive director of the Inter-
national Institute for Strategic Studies
Asia of The Billionai

leave Cl

Top reads at FT.com/opinion

-

i ing as.

Additional reporting by Felicia Schwartz
inWashington

wiites Najmeh

education i
‘embarrassed about? writes Jemima Kelly
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local debt before it can approve bailout — wasxers
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Fatal seclusion Japan and South Korea
cannoft afford to have so many hermits —.ex

BlackRock seeks opportunities
in aftermath of bank turmoil

e Fink aims to extend global footprint & Assets under management top $9tn

s first-a

BROOKE MASTERS — NEW YORK

BlackRock is hunting for “transforma-
tional” opportunities created by the
recent banking turmail and market dis-
Tocation, chiefexccutive Larry Fink said
yesterday as the world’s largest money
manager reported that assets under
management had recovered to $9.1tn.

“If there isan opportunity to dosome-
thing transformational, we are going to
be prepared to doit,” he told analysts.
“How can we double down on what
we're doing with . . . technology? How
can we build out our footprint globally
atthistime?”

US regional banks, brokers and
wealth managers are under pressure
after the collapse of Silicon Valley Bank
Iast month sparked concerns about
unrealised losses in their securities and
loan portfolios, and sent deposit

enced that decision, repeating what he
said to his executives that week: “Isaid
—tobe in the game, we must play the
game. Andsowe're in the game.

Fink bought what e huge
iShare’s exchange traded funds business
when Barclays needed cash during the
2008 financial crisis, and it has done a
series of smaller deals to expand the
reach of its Aladdin technology busi-
ness.

The remarks yesterday came as
BlackRock reported that first-quarter
net income fell 19 per cent year on year
to $1.1bn because of squeezed margins,
subdued markets and lower perform-
ance fees. That translated to $7.93 a
share, ahead of the $7.67 expected by
analystspolled by Bloomberg.

Revenue was down 10 per cent year
on year to $4.2bn, with performance
fees onits alter-

although they are still well short of the
peak of $10tn at the end of 2021. Black-
Rock also saw inflows of $110bn, with
bond exchange traded funds perform-

ing particularly strongly.
BlackRock is among the first money
with

& 1 L |
subdued markets and lower fees. Larry Fink is keen to secure a ‘transformational’ deal - teaomunovensres

and governance factors in investing.

Singapore asks banks to
keep quiet on China cash

MERCEDES RUEHL — SINGAPORE
KAYEWIGGINS — HONG KONG
LEO LEWIS — T0

Chartered, UBS, BNP Paribas, JPMorgan

and Gitigroup, aswell aslocal banks DBS

and Bank of Singapore. It is jointly
of the

. S e mat S

chaired by
dUBS

the significant sums of money flowing.
into the city over the past year, as
wealthy Chinese funnel billions into
the Asian financial hub.

The tacit directive from the Monetary
Authority of Singapore wasgiven during
a February 20 meeting of an industry
group made up of bankers and regula-
tors, according to people who attended.

The flow from China into Singapore
has become a politically sensitive issue
domestically, and the MAS wants banks
to keep public discussion of the phe-
nomenon toaminimum, said three peo-
ple with knowledge of the talks. China
was not mentioned by name, but it was
clear regulators were referring to the
country, they added.

The influx of mainland Chinese
‘money into Singapore comes as China’s

The MAS, Singapore's central bank,
said that when banks reported the
sources of their inflows, they should not
single out any particular markets,
accordingto another senior banker.
The banker summarised the MAS’s
‘message as being that private banks
should “just quietly do your job”
‘because “you don’t want to antagonise”,

‘The fadit directive
from the Monetary
Authority of
Singapore came
during a meeting
on February 20

The MAS said the meeting in Febru-
ary noted that growth in fund flows into
Singapore “has been driven by highnet
wmh individuals from different

president Xi Jinping has Tegion: saidit was not the
i MAS has used the forumto

cormuptioncrackdown. address large capital inflows from a par-
“It was obvious that they [the MAS] ticular market. In the past, booming

ingto China wi d the local scru-

about family offices setting up herc and
mainlanders moving over, though they
didn't single out a particular country,’
saidoncinternational banker.

Members of the Private Banking

tiny it attracted —concerned regulators.

“They desperately want to be the
regional hubof private banking, and the
situation has kind of granted them that
wish. [The Chinese flows] are probably

yGroup st

Alrlines

Boeing warns fuselage issues
will delay 757 Max deliveries

CLAIRE BUSHEY — CHICAGO

Bocing shares fell yesterday after the
US aircraft maker said a production

ot mor than $bn, of grvermzment pen-
sion and treasury funds from the com-
pany on the grounds that it “boycotts”
[assll fuel. BlackRack has hit back,

affectits.
“significant” number of 757 Max jets,
worsening shortages for airlines
aroundtheworld.

others in the sector under pressure to

‘I'said — to be in the game,

we must play the game.
And so we're in the game’
Larry Fink. BlackRock d

slash costs to for lower

ing that it

invests money the way its clients want.
The company saw outflows from its
«cash management products in January
and February but $40bn of inflows in

Marchasinvestorsfled regional banks.
BlackRock supplements its money
‘management business with a chunky
technology services business centred on
its Aladdin risk management platform.

R itk ek basicall

earnings after a tough 2022, Its first-
quarter operating margin of 33.9 per
cent was down sharply from the same
quarter last year, and slightly missed

scurrying to larger banks and moncy
market funds.

native investment offerings down more
than 40 per cent to $55mn, the money

to look at buying part of Credit Suisse
before it was forcibly merged into UBS
last month, and Fink obliquely refer-

However, assets under

The inflows include $103bn to long-
term fundsand reflect astrong perform-
ance in the US where BlackRock has

flat year on year at $340mn, a bright
spot when most other areas weredown.
Kyle Sanders of Edward Jones said the
results “exceed low expectations” and
highlighted BlackRock’s “ability to sus-
tain solid assct inflows in volatile mar-
kets” but warned that profit margins
would reman under pressure until mar-

faced persi ks from state offi-
rose by $500bn in th to$9.1tn, cials and legi: i bli BlackRock: rere up 4 per cent.
more than analysts had expected, statesoveritsuseofenvironment, social  inmiddaytradein New York.

The aircraft said late on
Thursday that supplier Spirit AeroSys-
tems had used a “non-standard” proc-
ess when installing two fittings in the
fuselage of certain models of the nar-
row-body jet, creating the possibilit
that it might not comply with specifica-
tionslaid out by aviation regulators.

Shares in Boeing fell more than 6 per
cent at the start of trading on Friday.
Spirit dropped more than 17 per cent.

Boeing said the planes could still oper-
ate safely, but “the issue will probably
affect a significant number of undeliv-
ered Max aeroplanes, both in produc-
tion and in storage . . . We expect lower
near-term 737 Max deliveries”

The delay will deepen headaches for
Boeing's customers, many of which
would like to expand their flying sched-
ules but need to secure more planes to
doso.

Supply chain difficulties have left
Boeing struggling to deliver jets to big
customers such as Southwest Airlines.
United Airlines and Air India have also
placed large orders recently with the
flagship US manufacturer.

A delay in deliveries will also ham-
string Bocing’s cash flow because it
receives the bulk of payment for jets
upon delivery.

The company reported $2.3bn in free
cash last year, the first time in three
yearsthat it generated more cash than it
spent. Investors consider free cash —
operating cash minus capital expendi-
tures — a primary measure of Boeing’s
financial health.

Boeing has been trying to move past
the turmoil that has gripped the com-
‘pany since two fatal crashes of the 737
Max in 2018 and 2019 prompted a
worldwide grounding of the plane, fol-
Jowed by plummeting demand for air
travel with the onset of the Covid-19
pandemic.

Ithasstruggled with production prob-
lems, from building Air Force One to
glitches on the 787 that halted deliveries
forall but two months between October
2020and August 2022.

Game changing

JOSH NOBLE — LONDON

Two years ago, 12 of Europe’s top foot-
ball clubs sought to break the sport’s
ecosystem and create a new competi-
tion more to their liking. But the Euro-
‘pean Super League proved a shortlived
project, collapsing under the weight of
protest from fans and politicians.

The idea of a breakaway competition
lingerson, in the courts and via the lob-
bying efforts of some its original back-
ers, although new regulation in the UK is
likely to be a major stumbling block.

Real Madrid, the project’s leading
advocate, and local rival Atlético have
come through the past two years rela-
tively unscathed, as have north London
‘duoArsenal and Tottenham Hotspur.

But for many of the teams, the period
has been marked by turbulence off the
pitch. Some have changed hands and
others have been put up for sale, as own-
ers reassess their future prospects with
the ESLs ital injec-

Clubs behind failed European Super League endure two years of sales and scandals

sale followed, U ‘Todd Bochly

with asale of the 13-time

and private equity firm Clearlake Capi-
tal agreeing to pay a record £2.5bn for
thedub.

The new owners have since spent
more than £600mn on new signings this
season, prompting questions about how
they plan tostickwithin football’s finan-
cial rules. Yet the team itself has per-
formed porly, sinking to 11th in the
Premier League. Qualification for next
year's Champions League looks 2 long

hot, addi i

Premier League winner. The Florida-
based owners bought the club for
£790mn in 2005 in a leveraged buyout
that has provoked fan protests.

In November, they formally put the
clubup for sale. Since then two full take-
over proposals have come to light, one
from UK chemical billionaire Sir Jim
Ratcliffe, the other from Sheikh Jassim
bin Hamad Al Thani, the son of one of
Qatar’s richest men.

Afull sale is not d.Ahand-

ACMilan: new owners
At the time of the ESL, AC Milan had
endured a decade without an Italian
league title. The club was then in the
hands of Elliott Management, the US
‘hedge fund, which had taken controlin
2018 after its previous Chinese owner
defaultedon a €300mnloan.

The season after the ESL collapsed,
Milan won Seric A, giving Elliotta clear
to cash out. The team was

tion no longer on the table. Others have
run intotrouble with the authoritics.

Chelsea: newowners
Russia'sinvasion of Ukraine in February
2022 led to the London teany’ oligarch
owner Roman Abramovich being sanc-
tioned by the UK government. A forced

sold to RedBird Capital, a US sport-fo-
cused private equity firm run by Gerry
Cardinale for €1.2bn in 2022, a record
for aclub outside the Premier League.

Manchester United: for sale
The £2.5bn price tag for Chelsca could
soon be eclipsed if the Glazer family

https://ft.pressreader.com/v99f/20230415

ful of US investment funds have also
submitted proposals that would bring
cashintotheclub.

Inter Milan: for sale
Inter Milan has been owned by Chinese
electronics retailer Suning since 2016,

months later, with no sign of aserious
bid, FSGs chicfjohn Henry said the sale

and has a large ing loan from
Oaktree, the USdebt fund. With interest
rates rising and the parent company’s
business under pressure at home,
Inter’s owners have been looking for
new investment or an outright sale.

Liverpool: hunting for Investment

Liverpool’s US owners Fenway Sports
Group, which also owns the Boston Red
Sox baseball team, said in November
that it was exploring strategic options
for the Premier League side. Five

Chelsea (in
bluc) and Real
Madrid were two
of the clubs that
planned the
European Super
Leaguc two
years ago.
Chelsea were

process was off. But a new minority

broadeast rights to US private cquity
firm Sixth Street, and a stake in its audi-
ovisual studios, together raising over
€600mn.

Barcais currently topof the league, 13

for
Aschairof Juventus, Andrea Agnelliwas
oneof the key architects of the ESL. But.
he is no longer at the club. In January,
Juve were docked 15 points by the Ital-
ian i\mtba]l federation l'u]lnwu\g an

But the club is now embroiled ina
scandal related to payments it made toa
former high-ranking referee. It has
denied wrongdoing.

into of false

accounting. Agnelli and the rest of the

board resigned while a number of club

staffwere banned from from working in

football. Juventus, which has denied

wrongdoing, has said it will appeal
ision.

Barcelona: under Investigation
The financial stress afflicting the Cata-

league
The English champions have not suf-
fered on the pitch since the ESL’s col-
Tapse. The team are well placed to win
the title again this year if they can out-
pace Arsenal over the seasor’s final

stretch.

The Abu Dhabi-backed side are also
heavy favourites to win the Champions
League thisycar, inwhat wouldbea first

lan team became increasingly clear in
the months after the ESL collapsed.
President Joan Laporta declared the
club “clinically dead” because of its
mounting debts. Losses hit €500mn in
h of 2021,

sold and poor
results this
season have put
the club under

pressure
i Mt

an exodus of talent, including talis-
i i ] Messi.

But serious troubles are looming off
the pitch. In February, the Premier
League referred the club to an inde-
pendent commission to consider more
than 100 accusations of rule breakingin
relation to its finances over a period

i decsick

Last summer further financial sur-
gery was needed in order to meet the
Spanish League’s strict spending con-
trols. The clubsolda portionofits future

Potential sanctions include fines,
points deductions and even ejection
from the league. City denies any wrong-
doing.
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Banks should keep
faith in living wills

despite Credit Suisse

The Top Line
Laura
Noonan

hy spend millions
developing a plan to
manage safcly the
collapse of astricken

ignored when an institution s in peril?

bankonlyforittobe | extremely fragile for a really major
‘bank to fail, the decision by Swiss
Itis the question executives at some | regulators has merely confirmed a

ofthe biggest lenders were asking ona

not mupnnnu. a “extremely fragile
environment”.

e et
‘wider environment would have to be

long-held belief that such resolution

d by

actual resolution situation happens,”
said Nicolas Véron of the Bruegel
Institute.

It is a view echoed by regulators. One
said: “Even if we never use a resolution
plan, the fact that it is there as the
default . . . can have a positive impact
on the willingness of parties to come to
another solution”

Finance, as the inds 7 said one of Theworkmaybemsﬂymdns
RSk e e e e i ol k the shelfwhen an
which regulators forced Credit Suisse part on the ITF call. emrg:ncy:mpu,hutsam:exccmv:s
into the arms of domestic rival UBS. A resolution expert at one large UK | acknowledge there is value in

Banks’ bewi he sh ‘bank said th spendingtens | effectively planning for a bank’s
marriage of Switzerland’s largest e el s e e sl ey s e

i of to help craft aresolution | hundreds of pages of the stuff says the

Itflies in the face of the regulatory | plan that might never be read, let alone | head of one large UK bank. “Of course
framework imposed since the financial olll:dllptmmacnsm you're not going to follow i, it an
crisis that requires big banks to make it's far entirely ise. Still, asa
so-called living wills designed to limit &um clear thal the actions of Swiss framewaork I don't think it’s terrible.”
the damage to the financial system if | authorites have dealt a hammer blow ‘The work both creates options .( a
they collapse. to the case for docs srike and

Swiss central bank governor Thomas |  “Resolution planni ke 1 the way,

Jordan said that relying on living wills
when a bank is actually imploding was

‘banks resolvable even if the plans are
not followed to the letter when an

forcing management to confront
potential risks and contemplate the

g unthinkable. But the type of risks such
The_fa.ct plans need to consider may have to
thatitis widen given how Credit Suisse and
silicon Valley Bank, a Californian
there can lender that US authorities had to shut
havea down, failed. Both were hit by a crisis
- of confidence that triggered a
Posmve catastrophic run on deposits, nota
impact scenario typically envisaged by the
onthe resolution planning born from the
T financial crisis when stricken balance
willingness | sheets were the problem.

: Given that technology allows
offparties customers to whip away deposits with
to come a couple of clicks on an app, it’s arisk

banks cannot afford to ignore.

toanother | O rming this weckeaf
solution an “acute risk” to the global financial

system if stubbornly high inflation

forces central banks to keep raising

interest rates, this is no time for banks

to dismiss resolution planning.

Long live living will.
laura.nconang@ft.com

The EY Americas chief caught up in a ‘civil war’

Spotiight

Julie Boland
US chair
EY

When Julic Boland was picked last
year to head EY's US business,
partners hoped she would enda
period of infighting that had
culminated in the exit of her sharp-
elbowed predecessor, Kelly Grier.

‘Boland was “Switzerland”, they
joked, a neutral party witha
reputation for consensus-building
and an almost preternatural niceness
of the kind found only in the US
Midwest.

“Yet Boland now finds herself in the
middle of what one former partner
calls a “civil war”, having pulled the
plug this week on a year-long project
to spin off the Big Four accounting
firm’s consulting business.

The break-up of the 390,000~
person firm would have been the
‘biggest upheaval in the accounting
industry since the collapse of Enron
auditor Arthur Andersen in 2002.

The abortive split consumed tens of
thousands of hours of work and
$600mn of partners’ money. Dubbed
Project Everest, it was pushed by EY’s
global leadership under chief
executive Carmine Di Sibio and
backed in principle by Boland herself.

‘But Everest failed to find support
among crucial operators on the US
leadership team, which opted to pull
the plan before 13,000 partners
around the globe could have their say:

Di Sibio championed the split asa
way of liberating both sides of the
business from conflict-of-interest
rules that prevent consultants from
selling many of their servicestoa
firm’s audit dients.

Given EY operates as a global
network of member firms, the
planning required months of
negotiations between the heads of its
countries and business lines about
how the operations, and the spoils,
should be divided. Any split would
then have needed approval ana
country-by-country basis.

The end of Project Everest —and
‘partners’ hopes of a windfall from the
IPO of the consulting business — has
unleashed a period of recrimination
and acrimony. Partners furious at
Boland are split between those who
‘blame her for allowing the project to
get so far and others who are livid
that she failed to win over opponents
andseeit through.

“There’s a way to lead by building
consensus,” said one person whe has

‘There’sa
way to lead
by building
consensus
and there’s

away to use
CONSENsus
asan excuse
not to lead’

Some partners are aggrieved that
Boland allowed the project to get
so far, others that she failed to
win over opponents

‘would be strong enough. Unanimity on
the 16-strong US

WEEK IN REVIEW

Pegasus spac shuts

© Pegasus Europe, the continent’s biggest blank-
cheque company backed by LVMH founder Bernard
Amnaultand former UniCredit chicf Jean Picrre Mus-
tier,is set tobe wound up after failing o find a target

proved elusive. The split has not been
revealed, but Everest did not achieve
the two-thirds majority needed on the
mmmn:hc: 'Gmnﬂkmttgx

@ Japanese billionaire Masayoshi Son's SoftBank
group has sold most of its remaining sharcholding in
Alibaba, offloading about. §7.2bn worth of shares in
the Chir -

Project E‘vn\-sL weare sluppmgwmk
on the project,”
Di Sibio and the global executive

worked closely with her through
Project Everest.

DiSibio wanted “to create a sense of
momentum and have the momentum
10 be able to carry through any doubts
[about the break-up]”, said one. “And
itis fair to say that is a different
approach to Julie’s, whose was to say,
“this makes sense but we need to go
througha process’”

‘Boland is now trying to set the firm
©on a new course, promising US

through prepaid for-
ward contracts aftera
record $29bn sell-

o JPMorgan Chase
wants its managing
directors to be in the j
office five days aweek
and warned its global
workforce of roughly 294,000 employees not to fall
short of “in-office attendance cxpectations” follow-
ingtheend of pandemic flexible working.

 Royal Bank of Canada cmerged as the biggest fin-
ancicr of the fossil fucl industry in 2022, knocking
JPMorgan from the top spot, as Canadian banks
increasingly take on the role as the “lenders of last

resort” for

‘worked with her, “and there’s a way to itsi i gover & Universal Muslc Group told streaming platforms,
use consensus 2s an excuse not to and the size of the fee it investments in audit quality, but including Spotify and Apple, to block artificial intel-
lead?” paysto Iheglobal HQ. details remain to be fleshed out. Tigence services from scraping melodies and lyrics
For others, the eleventh-hour Her exit was so jousthatby |  After US partners from their copyrightedsongs.
decision to shoot down Project Everest | the time Boland was elected in ina webcast on Thursday, commenters
said alot about Boland’s leadership | February2022she hadnotattended | on the private EY partner chatsite » Goldman Sachs made several leadership changes
qualitics, given that shewas settobe | regular global exccutive meetingsfor | Fishbowl were largely unimpressed.
elevated to global head of EY if the several months. Some called her]xrﬁ)nnmlm
splitwent ahcad. “That speaks Relations between the US firm and “robotic”; thy whether
wvolumes about the fact thatshe cares | the rest of the global network may be the whole executive committee should
about the institution much more ﬂnm even lower now. The frustration of be fired, or just Boland. The Chinese financial sector
she cares about her personal title, Everest’s proponents is not just that Some of the retired partners who = o .
said one senior partner. the US firm it faces aseries of new corruption
E’“‘““"-Lm]‘jG h‘m"-’ EY history. :'S;;p:emher agreement mh‘:t‘tn'hd:. committee m"lf;ﬂlﬁ-t:ehﬂ w mvestlgatiox ns and a sul rge in
Her father, Jim Boland, spent 34 years —up to partner votes it Steve Howe, who ran the US business 2 i
R e e vats | R idsnaba: ik o e o | B Erican Lol i ke re ol surprise audits of venture funds
in Ohio and a memberof s US throughout negotiations. bosses Bl Kimnscy and Bhil Laskasey
jing o to run “We' oncession global executive John Ferraro
the Cleveland Cavaliers basketball they've asked for” said an exasperated | sentajoint statement to the FT, —
franchise. senior part ide the US, who i igh
But his daughter did not b]nmndﬂmUmmonBoland’ been reached. inits global equities trading business i
immediately follow him into EY. She i ‘has been patient, retirement last month of Joe Montesano, one of the
began an accounting career at PwC \eadership. “There's foat fact based in leading division's biggest money spinners.
and then spent seven years at. a]mufmdcuswmmnhrﬂebqtof the US Executive Committee toits
Goldman Sachs and JPMorgan, who's influenced her last, who's had rejection of Project Everest, givenits ® Twitter's former chief executive Parag Agrawal
inchuding in London, before returning | the last session with her” obvious and multiple challenges which and two other former executives are suing the
toCleveland to take on chief financial In an interview with the FT last «could not be overcome.” Elon Musk-owned social media platform for
officer roles. She only joined EY in ‘month after she called a “pause” to Focus will soon shift to whether failing to cover more than $1mn in personal legal
2010 and was promoted to Cleveland | planning for Everest, Boland denied | Boland can strengthen her position expenses.
‘managing partner just four years later | she had been inconsistent. “There’sa | and achieve the healing EY had needed
before stepping up to lead the US North Star that we've really been since Grier’s exit, or whether too much & China's financial sector faces a series of new cor-
Central region in 2018 10 achieve she said, addingthe | damage has been done to her standing mmnnmmumouma asurgein surprisc audits
She became only the second woman | deal should happen only ifit resulted | among partners. While it became clear
to lead the US business, which in “two inspirati led this Di Sibio lost the power [ocuscm mmduskyhts::xu[aﬂu\gmservelhe
accounts for 40 per cent of EY’s $45bn | organisations”. struggle over Project Everest, it is not ‘broader economy.
revenues. Crier had quit after clashi Ultimately, too many doubted that | yet clear that Boland has won.
with Di Sibio over the extentof the US | the audit-focused side of the business | Stephen Foley and Michael O'Dwyer & Keith Barr, chief of Holiday Inn owner InferContl-

Medla

India opposition cites ‘mysterious’ fall in Gandhi YouTube viewership

JOHN REED — MUMBA
CRISTINA CRIDDLE — LONDON

India’s Congress party has written to
‘Google parent Alphabet demanding to
know whether there has been “sup-
pression” of videos by Rahul Gandhi,
the country’s most prominent opposi-
tion politician, on its YouTube site.

The party made the request in a letter,
scen by the Financial Times, that was
senton Wednesday to Alphabet’s India-
born chief exccutive Sundar Pichai. It
comes after Congress previously wrote
toNeal Mohan, YouTube’s chiefproduct
officer, urging the US tech group to
‘makea similar inquiry lastmonth.

The intervention threatens to drag
Alphabet into the decpening political
antipathy between Narendra Modi's
ruling Bharatiya Janata party and Con-
gress a

year before the next general election.

Gandhi

ldefa-  dhi’s YouTube ch:

ics, Praveen Chakravarty, ci:.\merll‘.an
1

‘Surely,

‘mation last month and given a sus-
pended two-year prison sentence that
he is appealing against, prompting par-
liament to disqualify him asan MP. The
52-year-old politician claimed his
expulsion from parliament was politi-
cally motivated, but BJP officials have
rejected this, saying it was automatic
following his conviction.

Gandhi has recently emerged as a
leading potential rival to Modi after
completing a widely followed pan-India
trelcand deliveringa scathing speech in

sudden and mysterious dropin viewer-  the sudden
drop, post

ship” after his Adani-themed speech,
which the BJP-controlled parliament 82
expunged from its record. “What acritical
explainssuch volatility?” wrote Chakra-
vartytoPichai. “Surely, the sudden drop

‘not coincidence but suppression?”
Along with its letter to Pichai, Con-
gress sent Google its research claiming
drops in video viewership on Gandhi's
‘YouTube channel fell from 6mn a week
previously to Smn afterthe specch.
Th had previously

the
prime minister and Gautam Adani in
early February, shortly after Adani’s
conglomerate came under attack by
short seller Hindenburg Group.
In the party’s letter to Google, Con-

analyt-

https://ft.pressreader.com/v99f/20230415

raised the issue in March with Mohan,
prompting media coverage and leading
YouTube to say it would look into the
claims. After those news reports, view-
ing figures on the account rose to 11mn
views a week, the latest letter says,

speech, is not
in viewership, post a critical speech, is  coincidence’

nental Hotels Group, warned that the UK stock mar-
ket is “not a very attractive place” for listed compa-
nies and called on authorities to get on the “front

foot” to arrest further decline.
—_—
€176n 40
Value of Inter's “The stake BP has
planned chip acquired In the

“almost like a switch back

on again”, Chakravarty wrote: “Thisisa
troubling pattern, especially when
seemingly neutral social media plat-
forms remain the lone outlets for oppo-
sition voices”

YouTube said: "We reviewed the alle-
gations and found no issues with the
channel. We have not made changes on
ourside.”

‘Asked whether Google had faced any
pressure or requests from authorities
regarding Gandhi’s online content, Kan-
chan Gupta, an Indian government sen-
ior adviser, said: “Any such allegation or
implied imputation is mendacious and
speciousspeculation.

“The government of India and its
‘agencies have neither the time nor the
inclination for anything remotely simi-
lar to what is being suggested directly
andindirectly”

plant for Germany | capture project

® Germany is pushing US semiconductor group Intel
toexpand its plans for a landmark €17bn chip plant
in exchange for higher subsidies, in what s alrcady
set to be the country’s largest foreign direct invest-
‘mentsince thesccond world war.

» Jes Staley, the former JPMorgan Chase executive

being sued by the bank for allegedly failing to dis-

close his participation in Jeffrey Epstein’s sex crimes,

must face trial alongside his former employer, a New

York judge ruled. The bank faces two lawsuits
held

.aﬁxcq\umdawpacmmk:inthevx‘svﬂdug
€CS project ergy Tment
Tooks to accelerate phnswdcv:lop carbon capture
and storage.
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OpenAl crack unit worked to ‘break’ ChatGPT

Eclectic squad of experts tapped to ‘adversarially test’ language tool and address concerns over wider deployment

MADHUMITA MURGIA
ARTIFICIAL INTELLIGENCE EDITOR

After Andrew White was granted access
to GPT-4, the new artificial intelligence
system that powers the popular Chat-
GPT chatbot, he used it to suggest an
entirely newnerveagent.

The chemical engineering professor
at the University of Rochester was
among the 50 academics and experts
hired to test the system last year by
OpenAl, the Microsoft-backed com-
pany behind GPT-4. Over six months,
this “red team” would “qualitatively
probe [and] adversarially test” the new
'model, attemptingtobreak it.

‘White told the Financial Times that
he had used GPT-4 to suggesta com-
pound which could act as a chemical
weapon and used “plug-ins” that fed the
‘model with new sources of information,
such as scientific papers and a directory
of chemical manufacturers. The chatbot
then even found aplace to make it.

“I think its going to equip everyone
with a tool to do chemistry faster and
‘more accurately,” he said. “But there is

also significant risk of people . . . doing
dmgemus chemistry. Right now, that

The alarming findings allowed
to ensure such results would
not appear wh:n the technology was

address the widespread fears about the
dangers of deploying powerful AT sys-
tems in society. The team’s job was to

‘There is also significant
risk of people . . . doing
dangerous chemistry.
Right now, that exists’

ask probing or dangerous questions to
test the tool that responds to human
queries with detailed and nuanced
answers.

OpenATwantedtolook forissues such
as toxicity, prejudice and linguistic
biases in the model. So the red team
tested for falsehoods, verbal manipula-
tionand dangerous scientificnous.

They also examined its potential for
aiding and abetting plagiarism, illegal
activity such as financial crimes and
cyber attacks, as well as how it might
compromise national security and bat-
tlefield communications.

‘The FT spoke to more than a dozen of
the GPT-4 red team. They are an eclec-
tic mix of white-collar professionals:
‘academics, teachers, lawyers, risk ana-
Iysts and security researchers, and

lybasedinthe USand! ;

Their findings were fed back to
OpenAl which used them to mitigate
‘and “retrain” GPT-4 before launching it
‘more widely. The experts each spent
from 10 to 40 hours testing the model
over several months. Most of those
interviewed said they were paid §100an
‘hour forthe work they did.

Those who spoke to the FT shared
commion concernson the rapid progress
of language models and, specifically, the
risks of connecting them to external
sources of knowledge via plug-ins.

“Today, the system is frozen, which
‘means it does not learn any more, or
have memory,” said José Hernandez-
Orallo, part of the GPT-4 red team and
professor at the Valencian Research
Institute for Artificial Intelligence. “But
‘what if we give it to access to the inter-

Andrew White Universify of Rochester,
us:

Associate professor, computational
chemist, Al and drug design interests

Aviv Ovadya Berkman Klein Center for
Infernet & Society, Harvard University:

‘Specialist in Al safety and reducing
‘societal-scale risks from Al

'Roya Pakzad Founder, Taraaz, US/Iran:
Director of non-profit working on tech
and human rights

noted the model’s discriminatory tone.
“There was a moment when I was
testing the model when it acted like a
white person talking to me,” Gollo said.
“Youwouldaskabout a particular group
anditwouldgive youa biased opinion or
avery prejudicial kind of response”

Roya Pakzad, a technology and  The red team’s
Institute: llo Professor, human rights researcher, ish  findings were
‘Background PD student focusing on the use of Al Valencian Research nsitute for and Farsi prompis to test the model for ~ fed back to
1o detect onli lligence, Universitat gendered res racial preferences  OpenAl which
Polltécnica de Valéncia: and religious biases, sp:u.ﬁmlly with  used them
Anna Mills English instructor, College | Al researcher working ionand | regard to mitigate
Membersof  of Marin, Us: accuracy of Al software pakudaclmqwkdg:d thebenefitsof  and ‘retrain’
‘red team’ Writing teacher at a community college, such a tool for non-native English  GPT-4 before
3 . testing for learning loss LLauren Kahn Council on Foreign speakers but found that the model dis-  launching it
interviewed Relations, US: playedovert stercotypes aboutmargin-  more widely
by the FT Maarfen Sap Carnegie Mellon Research fellow focusing on how the alised communities, even in its later 7=
—_— University Us: ‘use of Alin military systems alfers risk versions.
Assistant professor, specialises in i i Shealso di dled hal-
toxicity of language model outputs risk of unintended conflict and lucinations — when the c}mthm.
inadvertent escalation respondswith fabricated information —
Sara Kingsley Carnegie Melion were worse when testing the model in
University: 'Lexin Zhou Universitaf Politécnica de Farsi, where Pakzad found a higher pro-
PhD researcher specialising in online Valéncia: portion of made-up names, numbers,
labour markets and techimpact onwork | Researcher working on making Al more | and eventscompared with English.
socially beneficial “I am concerned about the potential
Boru Gllo Triple OK law LLP, Kenya: diminishing of linguistic diversity and
Lawyer who has rycks Director of the Center culturebehind languages.” she said.
for Al in Kenya for Al Safety at University of California, Boru Gollo, a Nairobi-based lawyer
Berkeley: who was the only African tester, also

Lauren Kahn, arescarch fellow at the
Council on Foreign Relations, said that,
when she began to examine how the
technology might be used in a cyber
attack on military systems, she said she
“wasn't expecting it to be quite such a
detailed how-to that Icould fine tune”.

However, Kahn and other security
testers found that the model'sresponses
became considerably safer over the
time tested.

OpenAl said it trained GPT-4 to
refuse malicious cyber security requests
beforeit waslaunched.

Many of the red team said OpenAl
‘'had done a rigorous safety assessment
‘beforethelaunch.

“They’ve done a pretty darn good job
at getting rid of overt toxicity in these
systems,” said Maarten Sap, an expert in
language model toxicity at Carnegic
Mellon University.

Sap looked at how different genders
‘were portrayed by the model and found
the biases reflected social disparities.

However, Sapalso found that
made some active politically-laden
choicestocounter this.

“I'm a queer person. I was trying
really hard to get it to convince me togo
1o conversion therapy,” Sap said. “It
would really push back — even if I took
onapersona, like saying I'm religious or
from the American South”

However, sinceits launch, OpenAThas
faced extensive criticism, including a
complaint to the Federal Trade Com-
‘mission from a tech ethics group that
claims GPT-4 is “biased, deceptive, and
arisktoprivacy and publicsafety”.

The company recently launched a
feature known as ChatGPT plug-ins,
through which pmu apps slu:h as
Expedia, OpenTable
give ChatGPT access to thcu' services,
allowingit to book and order items on
‘behalfof human users.

“We need much more
robust safety evaluations
before we let Als wield the
power of the internet’

Dan Hendrycks, an Al safety expert
on the red team, said plug-ins risked a
‘world in which humans were “out of the

loop”.

He added: “[W]hat ifa chatbot could
post your private info online, access
your bank account, or send the police to
your house? Overall, we need much
‘more robust safety evaluations before
welet Als wield the power of the inter-
net”

Those interviewed also warned that
OpenAl couldn’t stop safety testingjust
‘because its software was live. Heather
Trase, who works at Georgetown Uni-
versity’s Center for Security and Emerg-
ing Technology and tested GPT-4 with
regard to its ability to aid crimes, said
risks would continue to grow as more
peopleused the technology.

“The reason why you do operational
testing is because things behave differ-
ently once they’re actuallyin use in the
real environment,” shesaid.

She argued that a publicledger should
e created to report incidents arising
from big language models, similar to
cyber security or consumer fraud
Teporting systems.

SaraKingsley, alaboureconomistand
researcher, suggested the best solution
‘was to advertise the harms and risks

net? That could bea very powerful sys- Focus oni of Al onsociety and ior Fellow, OpenAl acknowledged that GPT-4 clearly, “like anutrition label”.

tem connected to the world” democracy Georgetown's Center for Security and could still exhibit biases. She said: “It’s about having a frame-
OpenAl said it took safety seriously, Emerging Technology: Red team members assessing the work, and knowing what the frequent

tested plug-ins prior to launch and Nathan Labenz Co-founder of Expertisa in the use of Al for ‘model from anational security perspec- problems are so you can have a safety

‘would update GPT-4 regularly as more Waymark, US: intelligence purposes and operational tive had differing opinions on the new valve. That’swhy I'say the work isnever

peopleusedit. Head of Al-based video editing start-up | tests of ter done”

Technology Banks

US bank woes hit India tech service providers

CHLOE CORNISH — MUMBAI
‘The US banking turmoil has hit India’s
flagship IT service providers Tata Con-
sultancy Services and Infosys, which

Raterises threaten HSBC’s French retail sale

a key base revenuesto | STEPHEN eniTor yearspriortothe  policy, h d dislocati
Pl R S e per cent in . L
mlIe}y the biggest vertical for allofthe constant currency terms compared | HSBChas warned that the saleof its | 1oy ofronohly $2 3bnalongside ~ HSBC said that changes to the

Indian IT services industry, including

with the previous quarter and missing

French retail bank to Cerberus for a
token €1 is now in doubt, after a series

Tl et st T ) e eyt OS5 skl parih R oll erncamtime a0 St perd 1S pre it o e ey
¢ % T4 founder and partner at Convergence  cent; - REREES
ents had avoided spending decisions = e i - rate rises” increased the amount of
=i atalyst in Bengaluru. Of that banking NGSubra- | Tt € s :
menncnicttyiens. sector business “the USbankingindus-  maniam said customer sentiment in | F#PAe}the U5
Both TCS, Indi d-biggest listed 60 and 65 per retmi] |- evEtoimect

company by market value, and rival
Infosys missed analysis’ expectations
on growth, as fears of a recessionand a
erisisin US banking spooked companies
intotrimmingtheirIT spending.

After the collapse of US lenders Sili-
con Valley Bank and Silvergate, and
Ims Ui takeover of Credit

try

cent”, said Kolla.

The “financial services vertical was

impacted by budgeting delays at the

start of the year led by macroeconomic

uncertainties coupled with softness in
rt d asset

and technology sectors “was one of cau-
tion” in the quarter to March. “We saw
clients deferring newer initiatives which
were not critical, and in some cases,
completely halt discretionary projects”

Cerberus “has advised us that they con-
sider that they will be unable to obtain
regulatory approval without amending
the previously agreed transaction
terms”, the bank said yesterday. “The

Ifthe

investment banking”, Infosys chicf
financial officer Nilanjan Roy said on a

“Anxiety around the stability of the
‘banking sector in March also added to

memamhnimhbymmhngm
tomers”, said Sumeet Jain, an IT sector
analyst at Murnbai-based ICICI Securi-
ties. He said this delayed decision-mak-
ing and spending “for a few weeks, it
wnsn‘tcv:nmcnm: month”.

the banking sector wobble had
an uutsiml impact on TCS and
Infosys because finance companies

with industry Thursday ~ the y
evening. TCS reported $7.2bn in quarterly rev-
Chief exccutive Salil Parekh said the  enues, h

environment remained uncertain.
“Some industries such as . . . invest-
‘ment banking, telecom, high-tech and
retail are more impacted, leading to
uncertainty inspend and delays in deci-
sion making. The US is more impacted
than Europe,” he said.

https://ft.pressreader.com/v99f/20230415

quarter on quarter, but missing ana-
i cent rise.

transaction does proceed, it is expected
that closingwill be delayed”

The deal, signed in June 2021, would
have seen HSBC's 244 branches and
800,000 customers sold to Cerberus’s
subsidiary MyMoneyGroup for a nomi-

Tysts’ per
Analysts said they expected the out-

Itwas part of HSBC's drive
toincrease its focus and asset allocation

a §700mn charge relating to impair-
ment of

As part of the sale, HSEC had agreed
to ensure the business had a net asset
value of $2bn when handed over —a
commitment that could have required

HSBCtoinject more cash. Ifthe salc col-
lapses it will be a blow to HSBC, which
has come under severe pressure from its
largest investor Ping An. The Chinese
insurer is campaigning to split the
sprawling bank into east and westunits.

“related fair value accounting treat-
‘ment on acquisition” caused by rate
rises “will significantly increase the
amount of capital required”,
Itaddedthat it “remains committed to
‘pursuing the sale providing appropriate
terms can be agreed”, but that if this did
not happen by the end of May next year
the agreement would be terminated.
This deadline can be extended to
Novemberunder certain circumstances.
Assuming the deal with Cerberus
had closed, MyMoneyGroup had
planned to resurrect the Crédit Com-
‘mercial de France brand, which HSBC
‘brought for €11.1bn in 2000. At the time
HSEC took control, CCF boasted high-
end customers as well as a handful of
regional banks. Over the past two dec-
ades, HSBC sold off CCF's regional

sourcers to weather any cconomicri- | to its most profitable markets in Asia  Thejcopardiscd dealwith Cerberusis  banks, for €2.1bn, it headquarters on
sis. “The Indian IT industry has proved | and cut ties wi ing busi j the Champs-Elysées for €400mn and
itself to be a survivalist cockroach in | Us. sharp ral theworld,after  folded those
previousrecessions; said Kolla. To exit the retail network, whichhad  more Chana decade of casy monetary  ofthewidergroup.
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Fixed income. Rescue criteria

Ghana default puts local debt
‘can of worms’ in spotlight

IMF insists government must
deal with domestic creditors
before it will approve a bailout

‘ Domestic debt has surged faster than external debt

debt for

[ Domestic

JONATHAN WHEATLEY
‘When Ghana defaulted on its debts and
reached a preliminary agreement on a
$3bn IMF bailout last December, the
world’s lender of last resort imposed
‘many familiar conditions to get the
 ontrack.

15

10

One demand, hawever, was stikingly
new and analysts said it would change
thedebt landscape forever.

The IMF said that, before it asks its
board to

PITALIEL

2002

20 21

Sources: BofA Global Research; BI5; Bloomberg; central banks

Accra must first address its deesnt
debts — money typically borrowed
from local banks, pension funds and
insurance companies.

“This has opened a can of worms, in
Chanaand elsewhere,” said Thys Louw,
emerging market debt portfolio
manager at investment company
Ninety One. “Every restructuring is

almost under the radar. For many

of almost debt crises,
domestic debt was barcly an issuc. In
fact, thelack of local debt markets wasa
serious

Many countrieshad borrowed heavily
by issuing bonds denominated in US
dollars. These appealed to foreign inves-
tors because they shielded them from

of funding. Some put limits on the
amount local banks and others can
invest overseas, obliging them to hold a.
big share of their assets in domestic
government debt. This limits the capital
that would otherwise be available for
businesses to put to work in productive

e h e
asthey fll nto default they facea stark
choice. If they force

For bor they were cheaper
than bonds issued at home, where
lenders demanded compensation for

toshoulderall the pain, they risklosing
‘accessto foreign capital while

to restore their overall debt to a
sustainable footing.

Yet pushing losses on to domestic
creditors risks wiping out local banks,
pension fundsand insurancegroups.

‘The cost

But borrowing in US dollars left
countries exposed to shocks beyond
their control, as the 1980s and "90s
brutally illustrated in Latin America,
Asia and elsewhere. In 1999, economists
Barry Eichengreen and Ricardo Haus-
‘mann described reliance on foreign

a banking scctor can be more than
the savings achieved through debt

In Ghana, “if you just restructure
the external debt, that’s not enough
to get you back on a path to debt
sustainability”, said Joe Delvaux,
emerging markets distressed debt
portfoliomanagerat Amundi,

Back in the late 20th century, when

urrency financingas “originalsin”.
R e

“The more a country develops its
financial markets, the more debt tends
to be accumulated in its local market,”
says Delvaux. “But the moment you are
in debt distress, because local debt is a
bigger component than it used to be, it
becomes an integral part of what has to
‘e considered indebt restructuring.”
Local currency government debt is
also often short term and expensive to
service. In Ghana, according to IMF
forecasts before its default, the stock of
external public debt this year was the

IMF and the World Bank, many emerg-
ing economies have developed deep
domestic capital markets that allow
them to borrow primarily at home. Bra-
zil, India and South Africa have almost.
noforeign currency publicdebtsatall.
During years of low global interest
rates, the local currency debts of
developing countries accumulated

equivalent of 45 per cent of gross
domestic product, slightly larger than
domestic debt, at 41 percent of GDP.
But the cost of interest payments on
domestic debt was sct to be much
greater — roughly halfof central govern-
‘ment revenues, compared with about 13
per cent of revenueson external debt.
Compared with some, Ghana’s case is

Market fallout:
spending

on health,
education and

relatively benign. Sri Lanka, which has
reluctantly followed Ghana’s lead by
preparing to restructure its domestic
public debts alongside its external oncs,

Ghana has come
to a halt after
the debt crisis
Emest Ankomabsoambry

stock between domesticand external.

But the cost of servicing domestic
debt was equal to 21.5 per cent of
GDP last year, according to the IMF,
compared with 9.4 per cent of GDP for
external debt.

Other examples are more extreme.
Pakistan, which isteetering on the brink
of default, has public debts cqual to 75
per cent of GDP, according to the IMF, of
which two-thirds is domestic. But its
interest payments on domestic debts
aresix times thoseon external debts.

In Egypt, public debt is 88 per cent of
GDP, according to the IMF, of which
three-quarters is domestic. Interest.
on domestic debt costs 10 times the
interest onexternaldebt.

Pakistan and Egypt both have
the backing of IMF programmes,
Pakistan's is suspended. Other
countries at similar levels of distress
haveno such backstop.

Shortly before its external default
in December, Ghana unveiled its
“oluntary” restructuring of local gov-
ernment bonds on terms that finance
‘minister Ken Ofori-Atta described as

Equilties

Investor sold
entire Charles
Schwab stake
amid banking
ructions

ORTENCA ALIAJ AND ANTOINE GARA
NEW YORK

HARRIET AGNEW — LONDON

One of Charles Schwab's largest
investors sold its entire $1.4bn stake in
the brokerage giant during last month's
‘banking turmoil amid fears over paper
Tosses onitsbond portfolio following the
collapse of Silicon Valley Bank.

€QC Partners, a Florida-based
investment firm, had been among
Schwabs top 15 shareholders with 1 per
«cent of the stock, according to Bloomb-
erg data, and was one of the only active
‘managerswith such alarge position.

It sold the stake due to concerns over
the unrealised losses and that a profit-
crimping movement of deposits would
affectthe brokerages future growth.

“We didn't see an existential risk but
they were caught up in the sentiment
around banks,” Mark Barker, head of
international at GQG Partners, said
‘whenaskedabout the sharesale.

GQG had built the position in the third
quarter of 2022, according to securities
filings. The holding of 174mn shares at
year-end was worth $1.4bn, though it
was unclear how much the shares were
‘worth when the stake was sold.

Schwab, an investment group witha
‘banking licence, was the hardest
hit firms during the turbulence last

“We didn't see an
existential risk but they
were caught up in the
sentiment around banks’

‘month when the US government was
forced tostepin to protect depositors at.
SVB and Signature Bank after the two
Tendersfailed in quick succession.

The value of Schwab shares have
fallen about a third since carly March
when fears about the health of firms
with large underwater bond portfolios
hitfever pitch.

‘The turmoil hit as Schwab customers
were moving their cash from low-yield-
ing accounts to products with higher
returns such as the broker’s money
market funds, allowing them to take
advantage of interest rate rises imple-
‘mented by the US Federal Reserve.

“With all the inflows to money-
‘market funds, Charles Schwab is losing
deposits revenue,” said Barker.

Schwabdeclined tocomment.

Tnvestors and depositors will receivea
clearer view of the damage done to the

Travel & lelsure

Harris nears record $6bn deal for
NFL's Washington Commanders

SARA GERMANO — NEW YORK

Josh Harris, the private equity
billionaire, is nearing an agreement to
buy the us National Football League'’s
‘Washington Commanders in a deal
that values the franchise at close to
$6bn, according to people familiar with
the matter.
.\ $6bn price lag would make the
‘most expensive sports
heam ever snld trumping last year's
$4.6bn sale of the NFL's Denver Broncos
to Walmart heir Rob Walton.

Professional clubs’ valuations have
appreciated rapidly amid rising
revenues for media rights and an influx
of private capital intoleagues and teams
around the world.

The agreement between Harris and
Commanders owner Dan Snyder would
make the former Apollo Global
Management co-founder the preferred
bidder, though any deal would be sub-
ject to NFL approval, the people said.

Jeff Bezos, the Amazon founder and
owner of the Washington Post, had
earlier explored a bid for the
Commanders with rap and entertain-
‘ment mogul Jay-Z.

The transaction would give Harris a
crown jewel in an expanding sporting
group that also includes majority
ownership of the National Basketball
Association's Philadelphia 76ers, the
National Hockey League’s New Jersey
Devils and the English Premier League’s
Crystal Palace.

Harris and Blackstone executive
David Blitzer control the portfolio
through their privately held sports

ent firm, HBSE.
Harris’s bid for the Commanders

A deal would give Josh Harris a crown

includes a minority investment from
retired Los Angeles Lakers basketball
star Magic Johnson, one of the people
familiar with the matter said.

News of the agreement was first
reported ico.

The potential sale would also end
years of controversy over Snyder's
ownership. In 2020, he agreed to
change the team’s name after years of
campaigning by American indigenous
groups who said the use of its previous
‘moniker, the Redskins, wasa racial stur.

Snyder has simultaneously been the
focus of investigations into what a US
House Oversight Committee mpun
alleged was “a deeply

“punitive” for banksand other lenders. regional banking scctor and Schwab
“Themiore Nevertheless, he told the Financial when US companies announce first-
Times last week, there was no quarter earnings next week. Schwab
acountry alternative if debt restructuring overall releasesits resultson Monday.
develops jts s to restore debt sustainability and Atthe endof the year, Schwabhelda
P! putGhana backona path togrowth. “The combined $330bn in mortgage-backed
financial issue was, are we acknowledging that ‘bonds, treasuriesand debt securities.
markets, the e areinacrisis and how are we going But the portfolio was worth §307bn
= toshare the burdentoget usout of it.” when marked down to take account of
more debt With debt service eating up 70 per  Our global the decline in bond prices, which have
cent of Fed it
tendstobe g o Fia: o ealth, cducation. | lnsist antis Somg ok thoae unrealied lysca
accumulated and infrastructure “had come to a  newsandviews, | caused the brokerage’s common equity
riitslocal jagged halt”, he noted, adding: “Thatis 24 hours a day 10 fall to $27bn at the end of the year
we i toget backto than $46bnat the
market’ whatweshould be doing” samepolntin 2021, the flings showed.
Fixed Income

US regulator calls for greater scrutiny
of hedge funds after bond turmoil

LAURA NOONAN,

TEFANIA PALMA

AND KATIEMARTIN

Hedge funds and other parts of the
shadow banking system should face
greater scrutiny after last month's
shakeout in US government bonds,
the country’s top markets regulator
has said, reflecting concerns that
speculative investors pose a risk to
financial stability.

Gary Gensler, chair of the Securities and
Exchange Commission, told the
Financial Times that taming risks from
speculative funds and other so-called
non-bank financial institutions was now
“morei ever”.

work culture under the ]eadcxshp of

‘more significantly than they had in 35
years in three days in mid-March,” he
said, referring to the rally sparked off by
the failure of Silicon Valley Bank.
“When you have that, it’

Hedge. However, several heavy-hitting
‘macro hedge funds suffered billions of
dollars of paper losses when investors
‘movedintobonds after SVB failed.

as a capital markets regulator to
talk to folks and see whether that
risk . pmmlcsnuL

Aswell the

Apick-upin il into
the biggest rally since 1987 as hedge
funds rushed to close out bets

Trcnmrics that had brought them

SEC can also propose forcing market

“A little bit of news gul vastly ampli-

‘When you have that,

it's appropriate asa
capital markets regulator
to talk to folks

fied” by the
Swehil. Wadhwani, 5 formes central
banker and chief investment officer at
PGIM Wadhwani, an asset manager,
saidatanevent this week.

A hedge fund manager told the FT
that he and several peers had now

He wanted a better i
assel managers, often

Among its findings, the committee
determined that Snyder had
inappropriately touched a former
employee at a work dinner, commis-
sioned “sexually suggestive” video
footage of cheerleaders without their
o, and interfered with the m-u

highly leveraged, can spill out across
asset classes and into the real cconomy.

His comments signal regulators’
determination to tackle risks outside
the banking sector following a
UK government bond crisis that
contributed to the ejection of Liz
Truss's year and what

Ry fm’Sny\‘lu
has called the House investigation “a

jewclinan

https://ft.pressreader.com/v99f/20230415

Gensler termed as March’s “once-in-a-
gencration” rally in Treasurics.
“We just had Treasury yiclds move

participants to increase disclosure of
theiractivities.
But regulators have

Tecek
ing information on their institutions’
positions in Treasuries — a crucial mar-
ket that

over the past decade on the banks that
helped spark the 2008 financial crisis,
largely leaving hedge funds alone —
even ater the 2021 collapse of Arche-
g0s, the hedge fund.-style family office.
by

asset prices. Gensler declined to com-
‘menton anyspecificrequests to firms.
Gensleradded that authorities should
not be distracted from the risks posed
N et e i L

In the meantime,
hedge funds globally have more than
quadrupled to $4.8tn since 2009,
according to data provider Barclay-

echoed bym.herglnhzl regulators at the
IMFspring in Washington.
Addlnmalrzpumngby}iarnztﬁqnm
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On Wall Street
Doomed drone tells tale
of SVB'’s eccentric loans

The day in the markets

What you need to know

® Wall Street stocks

‘® Stoxx Europe 600 hits year high as

‘ stocks rise after US banks earnings boost ‘

Stoxx Europe 600 index

financial shares ralfy 480
 Dollar gains but US Treasuries face
" P A AN
nDecember201 Wall Street and European bank stocks b
aboveits“primerate”. At thetime, Lily ioni; have better than
Vandevelde i ing | fiomsome of the 440
5 i it St :
Asitturnedout, i pi that VCfirms JPMorgan Chase beat estimates with
i i d gh ingwif first-quarter profit rising 52 per cent. l
h 1. L hatthey Wells Fargo and Citigroup also reported ¥ e
2 money toshie higher than
i start-ups. JPMorgan led gainers as the KBW
theself ustomer i dateat Shmﬂyhtfmehly Roboticsentered | Nasdaq bank index added 09 per cent. 400
dronethat Antoine However, the blue-chip S&P 500
f th cent and the tech-
i hewasan sdemise eIt Li.udexrwhcthtr e oy
i is | percent. T T T T Tl T T— 380
beenal | The indi that the turmoil Apr 2022 2023 Apr

Theloan from Silicon ValleyBankthat BySV 0, it Regardless intheUs I;anklng sector last month had e

istained hi ] it ily impact on the
different kind of wonder. afterall, itwasastampede of SVB's profitability of ohe biggest companies.

Itisunlikelythat many bankswould The bana]ity of the bank’s depositorsthatcausedthe banktofall. That helped liff the Stoxx Europe demand unexpectedly fell 0.5 per cenf in The US Dollar index, which measures
have considered LilyRobotics foraloan = isingi ibili index 33 per cent higher with March. New jobless claims figures the currency against six peers, retraced
inlate 2015, The most visible demise should not SVB, while functioningasabank, had Deutsche Bank gaining 46 per centand  revealed that the number of people fling  early losses fo frade 06 per cenf higher.
achievementofBalaresque’scompany, preclude arcappr aisal i up 3.6 per cent. for unemployment benefits climbed more The euro fell 06 per cent and sterling
which he setupsoon aftergraduating, 5 Iucrativefinancial returnsofits VC The region-wide Stoxx Europe 600 than expected 0 239,000. fell 0.8 per cent against the dollar.
hadbeentoproducconcofthat year's of its unusual $74bn book | dients Asaconditionofitsloanstostart- | gained 06 per cent o reachiis highest Deutsche Bank analysts said the latest Two-year Treasury yields rose 10 basts
most-watched YouTube ups,SVBtypicallyreceived warrants, level in a year. Frankfurf's XefraDax rose  data painted a conflicting picture. “On the  points to 411 per cent and the yield on
advertisements. allowingittoparticipateinincreasing | 05 per cent and the CAC 40 in Paris was  one hand, an array of leading indicators  benchmark 10-year debt was up 7bp fo

Inthevid il; lending” tovir quil -Ifj it also up 0.5 per cent to a fresh record high.  are pointing fo a US recession over the 3.52 per cent.

fundsand“i unicorns, thosewarrantscould yield Investors had drawn encouragement coming year . ... But if you wanfed fo fake In Asia, the CS1300 of Shanghai and
‘whitewater rapidssthe device " Th di i from US data on Thursday that indicated  the opposite view, you could paint fo Shenzhen stocks firmed 0 per cent and
i to fz un in fesponse m i in 'Hong Kong's Hang Seng rose 0.5 per cent.
«cinematicfootageasitgoes. that q ‘the US Federal Reserv decades that Gold fell 2.1 per cent t0 $1996.68 a froy

Unfortunately, Lily never madea it ofinterest rate i inflation Fedare ounce affer hitting s highest price since
devi bl i eror ‘The producer price index showed that  nearing a pause in their rate hikes.” March 2022 on Thursday. Martha Muir

“Yetalesson of past risesisthatsuch
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Th Lamninventure | ths . m', o Markets update
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i legacy SVE'. i period of % change on day
Evenso, it i
in March, ccushion. The $16. it thatFirst Longafter i ‘wemaybe Level
& care | Citi goti i ing wi % change on day

Availabl

online learning

have board experience

knowledge and skills

FT BOARD
DIRECTOR
PROGRAMME

Find out more at bdp.ft.com
+44 (0) 207 873 4909 | +852 29055506

FT NON-EXECUTIVE
DIRECTOR DIPLOMA

Invest in Your NED Career

The Financial Times Non-Executive Director Diploma is a fully-
accredited postgraduate qualification studied over six months
that will improve your board effectiveness and confribution
London and Hong Kong, the course covers the whole
range of skills and knowledge needed for any non-executive role
and is delivered through a combination of face-fo-face and

The Diploma is right for you if:
+ You are thinking of making a move into your first non=
executive director role, particularly if you do not already

+ You have been newly appointed o a board
+ You are already a non-executive but want to refresh your

+ You have experience of working at a senior level reporting

inta the board, or as an advisor fo the board and are looking
to progress in your career

https://ft.pressreader.com/v99f/20230415

% change on day -028

062 200

Main equity markets

S&P500 Index Eurofirst 300 Index
4160 1920
1840
4000
760
3840 L ot il
Feb 2023 Aor Feb 2023 Aor
Biggest movers

Eurozone

FTSE 100 Index
8000
7680
7360
7060 Ll L1
Feb 203 Aor
UK

Persimmon

isbc Holdi

Admiral 263

National Grid

A st providad by Mermingtar s amarvie rofec

Wall Street

At the top of the S&P 500 index was
major lender JPMorgan Chase, which
posted record first-quarfer revenue of
$38.3bn, comfortably fopping fhe
$36.2mn markets had expected.
JPMorgan's earnings also blew past
expectations with netincome rising 52 per
cent from a year ago fo $12.6bn, above
the $10bn Wall Street had forecast, aided
by *heathy” spending at

Europe

Amsterdam-based TomTom rallied after
reporting a first-quarfer operating profit
of €26mn, up from aloss of €19.8mn a
year earlier and way better than the
€17mn loss analysts had expected.

‘The maker of navigation equipment
said the performance owed much to a fall
in operating expenses, aided by a rejig of
its maps business.

business, said chair Jamie Dimon,
Fellow Wall Street bank Citigroup also.

Sweden's AAK rallying with the food
processing group posting a 43 per cent

London

Soaring o the top of the FTSE 250 index
was Dechra, the veterinary
‘pharmaceuticals group, which confirmed
it was having fakeover falks with Swedish
private equity firm EQT.

A possible all-cash offer of £4070 per
share was about 50 per cent higher than
Dechra's most recent closing price.

Broker Liberum said the chance of
discussions leading to a bid were *high”
given the synergies that the deal
presented and the boards signalling that

rallied after reporti eamings
of $186 per share, which was 11 per cents
ahead of expectations, boosted by strong
consumer spending.

BlackRock oined JPMorgan at the

y y to

SKr952mn ($92.6mn) in the first quarter.
AAK noted an “improved abiiity fo

compensate for inflationary effects”.
Frances Alstom fell following an

head of the bl
the world'slargest money manager
reporting earnings of $795 per sharein

that Laurent Martinez, ifs
chief financial officer, would be leaving
the train company fo become CFO at

the first quarter, beating the consensus telecoms group Orange.
estimate by 17 cents per share. The muvutmgered a downgrade by
BlackRock, which makes yof | Deutsche tsrating
its money from mves'mem«velaied fees, for Alstom from “buy” to *hold" as
aftracted net inflows of $110bn during the | Martinez’s departure brought “additional
quarter, markedly higher than the $86bn | uncertainties”, said analysts.
from a year earlier. The broker questioned whether
A the S&P 500 was

confract drug manufacturer Catalent,
which warned that “productiviry issues
and higher than expected cosfs” af three
manufacturing facilities would affect
upcoming financial results. Ray Douglas

financial fargets would
ke

remain and was adose eyeonits

it the offer.

Joining Dechra at the head of the mid-
cap index was classic boot brand Dr
Martens, which rallied despite trimming
its annual profit forecast.

Piral Dadhania’s fakeaways from the
groups conference call were broadly
positive with the RBC Europe analyst
arguing that “revenue momentum”
appeared 10 have “accelerated for Emea
and Asia-Pacific .. and not worsened in
the US™.

Casual clothes group Superdry dived
after withdrawing its profit guidance
‘owing to “the challenging trading
environment”, it said.

Supeldrv said “factors outside the

“complex, m
Bombardier Transportation, a rail unit
bought from Canada's Bombardier in
2021. Ray Douglas

", such as the cost of
iving criss and poor weather, meant
retail sales in February and March had
“not met our expectations’. Ray Douglas
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