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How Mrs Assad holds Syria’s economic reins
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Base mettle
Trump plays
to Florida fans

Supporters of Donald Trump protesting
against his indictment on criminal
charges outside his Mar-a-Lagoresort in
Florida thisweekend.

Trump was indicted by a grand jury
last week on charges related to the
alleged payment of hush money to porn
star Stormy Daniels, though the exact
‘nature of the charges are not yet known.

He will appear in a New York court
tomorrow to answertheallegations.

Joe Tacopina, one of the former presi-
dent’s lawyers, said yesterday Trump
would plead not guilty and would seek
to have the charges dismissed. “There's
nolaw that fits this” he said.

After his court appearance, Trump,
who is running to be the Republican
candidate for president in 2024, will
travel back to Floridatodeliveraspeech
ina bid to rally hisbase.
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» China ups the US chip
ante with Micron review
Beijing has ordered a probe into
imports from the semiconductor
‘maker on security grounds as the
tech battle intensifies— pacE 5;

CHINA PRESSES JAPAN, PAGE &

» Israel to set up new force
Tsrael’s cabinet has approved the
creation of a national guard to
deal with “national emergencies”
but eritics have denounced itasa
“militia”. — paGE 4

» Trend hedge funds suffer
So-called CTA hedge funds have
suffered onc of their worst
monthlylosses after the collapse
of Silicon Valley Bank prompted a
reversal in US Treasuries.— pAGE 5.

Al con » Plea for deep-sea mining
M. ‘The head of UK Seabed Resources
s Bt sbet allon;
mining of the ocean ifit is to gain
key resources in the transition to
R

» Law firms eye India

Opec members in surprise oil output
cut of more than Imn barrels a day

& Move will raise US-Saudi tensions @ Targets effective from May & Russia extends production cap

DEREK BROWER — NEW YORK
DAVID SHEPPARD AND TOM WILSON
LONDON

Saudi Arabia and other major oil-pro-
ducing nations yesterday announced
surprise production cuts totalling more
than 1mn barrels a day, putting Riyadh
on a collision course with the US as the
kingdomattemptsto boost prices.

Saudi Arabia will implement a “vol-
untary cut” of 500,000 b/d, or just
under 5 per cent of its output, in “co-
ordination with some other Opec and
mon-Opec countries”, it said.

Russia, which is also a member of the
Opect group of oil producers, said it
would extend its existing 500,000 b/d
production cut until the end ofthe year.
Moscow’s reduction was first
announced last month in retaliation

again
aprice

h d," said Amrita Sen, director

caponits seaborne ol exports,
Oil prices fell sharply last month after
the collapse of the US's Silicon Valley
Bank and the forced takeover of Credit

of -hat Eng Aspects.

The Saudiled initiative was
announced without a formal Opec+
meeting, suggesting an element of

Suisse by UBS, which sparked fears of  urgency by the countriesinvolved.

contagion in global financial markets  Thesurprise cuts risk reignitingadis-
anda significant drop-off i p i dthe US, which
crude. pushed the kingdom to pump more oil

“Opect have made a pre-emptive cut
to get ahead of any possible demand
weakness from the banking crisis that

last year in a bid to tame rampant infla-
tion amid a surge in energy costs after

‘Opec+ have made a pre-
emptive cut to get ahead of
any demand weakness
from the banking crisis

InOctober, when Ope

to replenish a strategic stockpile that
had been drained last year as the White
House battled to tame inflation. The
‘White House had previously offered
reassurance to Saudi Arabia that it
would step in to make purchases for its
strategic reserveif prices fell.

Helima Croft, head of commodity
strategy at REC Capital Markets, said
Saudi Arabia was staking out an eco-
nomic strategy independent of the US,

formal production cut of 2mn b/d, the
‘White House accused Saudi Arabia of in
effect siding with Russia.

People familiar with Saudi Arabia’s
thinking say Riyadh was irritated last
week that the Biden administration
publicly ruled out new crude purchases

f Ukraine. after relations between Riyadh and
i have i under
Biden'sadministration.

“It’s a Saudi-first policy. They’re mak-
ingnew friends, as we saw with China,”
Croft said, referring to a recent
Beijing-brokered diplomatic deal
between Saudi Arabia and Iran. The
kingdom was sending a message to the

International firms are looking to
openofficesin the country after
the Bar Council of India changed
its rules to allow overseas groups
wider market access. pacE 8

found inside today.— pace 1

US that “it’s niolonger a unipolar world”, Throwing the book
sheadded. Aftempts 1o ban or restrict library

el s Ope s materials in the US
bers will begin in May and last until the
end of 2023, the Saudi statement said.
Iraq will reduce crude ion by
211,000 b/d; the United Arab Emirates
by144,000 b/d; Kuwait by 128,000 b/d;
Kazakhstan by 78,000 b/d; Algeria by
48,000 b/d; and Oman by 40,000 b/d,
according to statements from their
respective governments.

“We don't think cuts are advisable at
this moment, given market uncer-
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The US fast yaar saw s highest number

tainty” the U Coun- booksin more than
cil said. “We will continue to work with ARy af e farcin sha P et
et L . The ‘vast majority’ of

files were by or about members of the

support cconomic growth and lower | [ were Y or ey merbersol e

pricesfor American consumers.”
Additional reporting by Felicia Schwartz

Lithium supplies threaten
Europe’s EV ambitions

Electric transition » PAGE 8

Prosecutor to probe UBS takeover of
Credit Suisse as investors vent anger

SAM JONES — BELLINIONA
OWEN WALKER — LONDON
Switzerland’s federal prosecutor has
opened an investigation into the state-
backed takeover of Credit Suisse by its
rival UBS, as the bank’s sharcholders
prepare to vent their anger at its last
annualmeeting.

The Bern-based prosecutor is looking
into potential breaches of Swiss crimi-

events” that warranted investigation, it
said, which must be analysed to “iden-
tify any crimes that could fall within the

bear the brunt of investors’ anger when
they gather tomorrow at a 15,000~
capacity ice hockey stadium in the

competenceofthe [prosecutor]”. Zurich suburb of Ocrlikon. Executives
Prosccutor i i fearthat the cvent could
number of “investigatory orders” to  from Swiss cit

government bodics. His office has also
been in contact with the federal and
cantonal governments and is likely to
scckto interview ey officials.

Afocus of the probe concerns sensi-
tive i ion from the i

nallaw by officials, regula-
tors and exccutives at the two banks,

that was leaked to the press and could

the bank’s rapid decline and litany of
recentscandals.

Polling shows that more than three-
quarters of the publicare opposedtothe
$3.25bn takeover.

UBS is pressing ahead with plans to
integrateits erstwhile rival into its busi-

Dot o ty Momigear

W35 | whichagreedan emergency mergerlast  constitute a breach of state secrecy or  ness. It has whittled down a list of man-
Rup220 f a franti i i i I i agement to advise on the
Rp45000 | end in order to avert a potentially cata-  person. ith the i i Ttwill decide in the comi
Va5 JCT) i ial crisis. Shareholders of UBS and Credit Suisse ~ days whether to award the contract to
Lt The pr i — who were denied a sa hedealby  Bain & Company, Boston Consulting
e e | cial Timesit “wants to proactively fulfil  government fiat — will get a chance to  Group, McKinscy or Oliver Wyman, said
p“mp;',’g—p':m its mission and ibility to con- air their gri in the coming days ~peopleinvolved in the process.
ib ! i i . asboth i The FT View page 18
Nrso | There were “numerous aspects of Credit Suisse’s board is expected to  Martin Wolf & Rana Foroohar page 19
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TRUMP INDICTMENT

Legal risks

Former president has Georgia on his mind

Alleged interference in
2020 vote count puts
pressure on Trump

STEFANIA PALMA —WASHINGTON
AsDonald Trump prepares to turn him-

sclf in over alleged hush money pay-
‘ments, the former president s the focus

on whether to bring

i Corrupt ions) or seditious
m..lgﬁnmaspecmg—m]urymvem conspiracy could bring substantial
prisontim

gation was “imminent”,

The Georgia inquiry as well as a US
Department of Justice investigation into
Trump’s alleged meddling in the 2020
election are seen as the most serious
legal threats to the ex-president. The
Do] is also investigating his handling of
government documents. Trump has

that pose even bigger legal risks.
Trump’s next set of legal problems
could arrive in the state of Georgia,
where Fani Willis, the Fulton county
district attorney, is weighing potential
charges in relation to alleged interfer-
ence by the ex-president and others in
the 2020 US presidential election.
Willis said this year that her d

“The Georgla and DoJ cases cxpose
Trump to potentially far more prison

Of the two inquiries linked to the
2020 election, a potential indictment
would probably materialise in Georgia

The Georgia inquiryaswellas the Do]
documents investigation “both appear
tobe substantially done”, headded.

Clark Cunningham, law professor at
Georgia State University, said Willis
might decide to file a potential indict-

‘A conviction for election
fraud . . . orseditious
conspiracy could bring
substantial prison time’

ment y1, th her
to address Trump's request, to avoid

Republican lawmakers in that state
signed false declarations claiming
Trump had won the 2020 polls and des-
ignated themselvesaselectors.
Violations of Georgia's Rico laws carry
apenalty of between five and 20 yearsin
prison. Unlike in federal proceedings,
defendants convicted in state courts

delays. Going by her use of th
Rico statute in other high-profile trials,
analysts say a potential indictment by

‘may start serving
arepending.
Some experts argue that despite the

dand
‘may include racketeering charges often

time than the case, where
prison time likely,” said Bar-

first, as its investigation may be viewed

bara McQuade, professor at University
of Michigan's law school and a former
US attorney. “A conviction for clection
fraud, conspiracy todefraud the United

States, Rico and

Rico would act as anumbrella for the

against Trump, he
may never see a prison cell because of
his defence strategies and status as
former president.

Defence strategy
Mar-a-Lago
speech to be
made after
lawyers’ bid to
dismiss case

FELICIA SCHWARTZ — WASHINGTON

Donald Trump plans to deliver a
specch after his arraignment tomor-
row as one of his lawyers said he will
move to dismiss the hush money
charges against him, telcgl'aplnng the

i St 1V D eolie v g Wt g i\ ot e et it M ED i i ee it i e e [ oSttty st

to Andrew Weissmann, who wasalead  Trump and others. This may include  sole gauge of prosecutors” success. “Ivery much anticipatea motiontodis-
pmk(llmrdurllusp\:cu]cmmst]llnh- z]ltgulans tha{ the presids “The most i thmgl:mreas- law that
ert Mueller's Russia while i » said C fits this,” Joe Tacopina said on CNN's
Trumpwasinoffice. ds:ng! the state’s vote count, and that ~ See Outlook State of the Union.

Trump’s 2024 re-election campaign
announced that the ex-president will

Loyal backers see charges as rallying

Dichard supporters rage at
Democrats and insist he

will prevail in court battle

JAMES POLITI — PALM BEACH

Along the bridge to Donald Trump's

Mar-a-Lago resort on Saturday, a small

‘group of supporters gathered in defence

of the former president as he prepared

to face criminal charges in Manhattan
s week.

Some brought flags, others had post-
ers, one carried a large cross. They
cheered as passing cars honked in
approval and jeered after one showed a

hof Trump behind bars.

Dirk Frazel, who had driven five
hours down Florida’s Atlantic Coast
from his hometown of Saint Augustine
to offer free hot dogs to the group, con-
d:mnzd the “Democrats” behind the

investigation.

“I think Lhal in their blood lust, in
their chaotic rage, they have committed
afatal error, in terms of setting a prece-
dent for the prosecution of all past presi-
dents and members of the government.
And I think it opens up Pandora’s box,”
hesaid.

Since receiving word of the indict-
‘ment, Trump has remained inside his
lavish estate, expressing his fury on
social media and attacking the “witch
hunt” that will force him to fly to New
York mday and face his arraignment

tomorro

T et brought by district
attorney Alvin Bragg may not be the
only one: Trump is facing investigations
by federal prosecutors over his role in
the January 6 attack on the US Capitol
and his mishandling of classified docu-
‘ments. He is also facing an inquiry in
Georgia over his efforts to overturn the
results of the 2020 election.

But among Trump’s dichard support-
ers and closest advisers, there is no
shame or recrimination about his legal
woes. They insist he will prevail both in
court and at the polls as he aims to
dlinch the Republican presidential nom-
ination in 2024 and win back the presi-
dencyfrom Joc Biden.

“[Trump] has an uncanny ability to
remain motivated and hard charging,
when I think the average person would
just curl upintoa ball,” said Jason Miller,
a senior adviser to Trump, in Palm

On board:
aTrump
supporter
moors his boat
in front of the
former
president’s Mar-
a-Lago Club in
Palm Beach,
Florida, on

Saturday - cuse
Vet v ety mages.

Politics. Republican right

Beach on Saturday. “There's a clear

alleged crimes. It is also unclear

what
is here. And that's to gee back to the
‘White House.

R Heonbheuns T Pl s Heath
County, one of Florida’s largest, it is
clear that Trump has been solidifying
his political standing in recent months,
even though hismain rival in next year’s
Republican presidential primary is
expected to be Ron DeSantis, the state’s
governor.

According to the polling average on
the Realclearpolitics.com website,
Trump has alead of 45.7 per cent to 28.9
per cent over DeSantis, although early
primary state surveys have shown the
Florida governor to be more competi-
tive. Meanwhile, Trump has launched a
‘massive of

whether Ti
aneffective campaign duringa trial.

On West Palm Beach, there was little
sympathy for the former president.
“He’s in it for himself . . . he brought a
lot of racism out . ... he's just a clown,”
said Gloria Ramirez, a nurse from Saint
Lucie County, north of Palm Beach, and
aDemocrat.

Suzanne Lissandro, who works in
publishing, added: “His supporters are
diehard supporters, he's got that group.
But I don’t think that group is big
enough to get him back in. There’s just
too much that has happened in the past
coupleofyears”

But in Trump’s orbit, many are

increasingly confident that he can over-
difficulties.

the charges and many
Republicans have closed ranks behind
him.

Among many US political analysts,
the expectation is that even if Trump
survives a primary challenge, his legal
trouble could be deeply damagingin the
general election, as voters balk at his

Aty el dismisstve o
the challenge posed by DeSantis, who
has not formally launched his campaign
yet, and has been struggling to fend off
Trump’s increasingly brutal and per-
sonalattacks.

The Trump campaign’s pollster John
McLaughlin on Saturday released a sur-

‘There'sa
clear focus
from his
endon
what the
endgame is
here. And
that's to
getback to
the White
House’

Jason Miller,
Trump adviser

vey conducted since the indictment
showing Trump with a 30-point lead
over DeSantis, compared with 12 points
inJanuary.

Some lncal Republicans are also

a-Lago, showing how he is trying to use
his legal wees to rally supporters at the
same time he fights the chargesin court.

Trump will be formally arrested and
arraigned tomorrow after he was
indicted by a grand jury last week on
charges related to the alleged payment
of hush money to pornstar Stormy Dan-
iels, though the exact nature of those
charges are not yet known. The former
president will plead not guilty, Tacopina
said: rday.

“He's gearing up for a battle,” he said
on ABC’s This Week. “We believe itisa
political persecution”

Former Manhattan District Attorney
Cyrus Vance Jr said on NBCs Meet the
Press yesterday that he expected “the
courtwill want this to move quickly”.

The case against Trump, who is run-
ning to be Republican candidate for

‘Tvery much anticipate
amotion to dismiss
coming because there’s
no law that fits this’

president in 2024, comes after a grand
jury in New York heard evidence from
‘witnesses including Michael Cohen, his
erstwhile lawyer. Cohen has claimed he
was ordered in 2016 to pay sm 000t0
Danielsto coverupan alleged:

An ABCNews/Ipsos poll S yes-
terday found that 50 per cent of Ameri-
cans think the charges against Trump
are serious, while 35 per cent believe
they are not serious. Nearly 90 per cent
of Democrats think Trump should have
been charged in Manhattan District
Attorney Alvin Bragg’s investigation,
while 62 per cent of Republicans say he

should not have been.
The aununm:meumfd:cmdmmmt
has shaken the race and

Py’
indictment. Although the governor
wrote a tweet criticising the charges as
o eraiN e R

sent the US into uncharted territory,
making Trump the first ex-president to

of the justice system, his carlier reac-
tions were to lament the:

be indicted. analysts and
members of his campaign cxpect the

circus” over the investigation and say-
i hedi

The Trump campaign pollster John
McLaughl e

inghushmoney toa porn star”, vey conducted since the indictment
Robert Kiger, aRepublican fromPalm | showing Trump with a 30-point lead

Beach county rved as treas- | over Ron DeSantis, his

urertoanumber of political campaigns, | expected main rival, a lead from to 12
id: “Ron DeSantis has been a great | pointsinJanuary.

governor for Florida [bul] it makes 10 Former Arkansas governor Asa

sense for hi a moderate

But the main message coming from
Republicans in Palm Beach is that
s Pl

said yesterday hewould join the race for
president and called for Trump todrop
out of th

asthelegal system closesinon him.

“[He has] all these attacks from all
these different directions. And he just
seems to be getting stronger lately,” said
Miller.

“If we're looking at the presidency
and the future of our country, then we
don't need that distraction and he needs
to be able to concentrate on the legal
issues that he faces,” he said.
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Key players

American legal drama features colourful cast of characters

JOSHUA CHAFFIN — NEW YORK

The historic indictment of Donald
Trump was the culmination of a four-
year investigation marked by unex-
pected twists and unusual characters.
Hereisalistof some of the key players:

Stormy Daniels

Daniels, 44, is an adult film star. (Her

birth name is Stephanie Gregory). She

claims to have met Trump in 2006 ata
ke T:
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Cah.fnrn]a_Byhﬂkﬂu\g Trump. mvm:d
herto his suite. What ensued “may have
been the least impressive sex I'd ever
had.” Daniels has said, claiming Trump
offered her a role on his reality televi-

Ina tabloid darkart known as “catch-
and-kill", he could buy these but never
publish them. When Danicls’ team
approached the Enquirer to sell her
story in 2016, Pecker redirected themto
Trump’s then-fixer, Michael Cohen, to
brokeradeal.

Michael Cohen

Trump’s former personal lawyer and
fixer was once so devoted to his boss
that he pledged to “take a bullet” for
him, ifneed be. By his own account, the
“Mini-Me’ Cohen, 56, was mesmerised
by Trump when he went to work for
him, even buying several apartmentsin
his buildings. The Trumps appear to

SEns b

sion show, The Apprentice. Danicls
sought to sell her story in 2016, by which
time the former reality television star

washeading for the White House.
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National is a longtim

ally and Palm Beach denizen. When
Trump entered politics Pecker, 71,
offered tolook out for potentially dam-
aging stories, according to prosecutors.

It was Cohen who arranged to pay
Daniels $130,000 for her story. He did
50, he has said, on Trump’s orders. He
pleaded guilty in 2018 to tax fraud and
campaign finance violations related to
the pay-off, and was sentenced to three
years in prison. Since breaking with
Trump, he has been reborn as his zeal-
ous antagonist. Cohen has testified
before the grand jury but his value asa
government witness may be impaired
by his record of perjury. He lied to Con-

gress, for example, about the Trumps”

Apnl Pmsecumns are hoping lhal ll|=
thre:

project.

Allen Weisselberg
The former longtime chief financial
officer of the Trump Organization was
hired by Donald Trump's father, Fred
Trump More than anyone, Weissel-

pmmpl Weisselberg to break b e
adeslongallegiance tothe Trumps.

Cyrus Vanee,Jr
‘The man who succeeded the legendary
R Mar_gmlﬂmn as Manhattan dis-

berg, 75,
50 has been the holy grail for prosecu-
tors. They have been unable to flip him,

in spite of winninga guilty plea on tax

Trump
|l|v<stlgnllnu in 2018. Vance, 68, was
prompted by Cohen's testimony to Con-
gress about the “hush” moncy pay-

i investigation then

charges that landed

in
Rikers Island prison for a five-month
sentence. He will be released in late

Stormy Danicls said she met Donald
Trump at a charity golf tournament

broadened into the Trump Organiza-
tion's business practices. Vance’s third
and final term expired in January 2022.

Alvin Bragg
‘The son of both working-class Harlem
and Harvard Law School took over from
Vance just over a year ago. Bragg, 49,
has become a punch bag for the right for
ordering his staffto refrain from prose-
cuting many non-violent offences while,
at the same time, pursuing Trump for
allegedly paying offa mistress. Bragg is
well-iked by his peers. But even admir-
ers wonder if he has the political gifts to
justify such a consequential case to.a
doubting public.
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Shipping insurance

Russian sanctions heighten oil spill concern

Limited cover means
clean-up could be delayed
after a major accident

IAN SMITH, TOM WILSON
AND CHRIS COOK — LONDON

The chiefexecutive of one of the world’s
biggest shippinginsurers has warned of
the growing risk of a disastrous ol spill
after the knock-on effects of sanctions
on Russia left thousands more ships
‘without third-party liability cover from
“well-tested” insurers.

“Nobody will be there to help clearup
the mess [without sufficient liability
cover],” said Rolf Thore Roppestad,
chief executive at Norway's Gard. “This

is asocial and environmental disaster
‘waiting to happen, and it should be abig
worry for all of us” The rare public
warning from a senior insurer comes
amid concern among big trading houses

national Group of 12 Protection &
Indemnity Clubs. The group is made up
mostly by European and US insurers,
including Gard, which have hxsmnca].ly

expressed private concerns that P&I
cover from non-IG insurers will be less
reliable and result in more limited pay-
outs. “T am much less convinced about

covered about 90 pe

and some poli over the unin-
ded

the west's sanc-
tions regime, which has pushed the Rus-
sian oil trade into the shadows.

‘There is unease in the energy sector
that smaller, less experienced traders
are now moving crude over longer dis-
tances on older vessels with unknown
levels of insurance provision.

In an interview with the Financial
Times, Roppestad estimated that since
Russia invaded Ukraine “several thou-
sand” more ships were trading around
the globe without cover from the Inter-

said there was a much
greater risk of a worst-case scenario in
‘which “nobody will be there to pay” to
clean up after an accident. “As the
shadow fleet continues to grow, it will
only become more acute”

The International Group of P& Clubs
are mutually owned by shipownersand
charterers and offerinsurance for third-
party liability such as crashinga vessel.
P&d coveriscritical to the shippingtrade
and acondition forentry at global ports.

Western insurers and brokers have

y
handle a casualty if something goes
wrong,” said Roppestad
Many ships eschewing IC cover are
relying on other P&] insurers in Russia
and the Middle East, accordingto insur-
ance experts and ship records. Iran and
Venezuela have long used their own
shadow fleets of several hundred vessels
to skirt sanctions. Iran hasits own P&I
insurer, Kish, created after western
insurers pulled back.
“We have changed the logistics skill
set around Russian oil in a very short
period of time,” said Ben Luckock, co-

head of ml trading at Trafigura, about
minence of smaller, less
experienced trading firms relying on
older vessels. Trafigura was one of the
biggest lifters of Russian crude before it
wounddown that businesslast year.

Abigareaof concern, he said, are the
straits between Denmarkand Sweden at
the mouth of the Baltic Sea, which
remains an important trade route for
sanctioned Russian oil that now
bypasses Europe on its long journey to
new buyersin India and China.

“You have alot of 17, 18 and 19 year-
old boats transiting the Danish straits
with [Russian] oil destined for Asia,”
Luckock told the FT Commedities glo-
bal summit last week.

Additional reporting by Polina Ivanova

Middle Ea:

Israel to setup
national guard
demanded by
extreme-right
Power party

JAMES SHOTTER — JERUSALEM

Isracl’s cabinet has approved the crea-
tionofa national guard, paving the way
for the establishment of a force long
demanded by the country’s ultrana-
tionalist national security minister Ita-
mar Ben-Gvir.

Prime Minister Benjamin Netanyahu
promised Ben-Guir's extreme-right Jew-
ish Power party the force would be set
up as part of a coalition deal between
lh:ir parties in the wake of last year’s

Sports world divided over
participation of Russians

and Belarusians at games

SARA GERMANO — NEW YORK

Russia’s fencers might be headed for
Paris 2024. Its shot putters might not.
But the Olympic community has defi-
nitely hita hurdle. With war in Ukraine
still raging and the Paris Olympics justa
year away, the question of whether Rus-
sian and Belarusian athletes will be per-
mitted to compete in international
eventsis dividing the sportingworld.

Ithasalso created a quagmire of com-
peting arguments for the International
Olympic Committee, which organises
the games, pitting it against some of
its leading member federations and
drawing in dozens of foreign ministries
and the UN.

“I'want to perform at the Olympics.
But asa citizen of Ukraine, I can’t even
imagine how tostand next to represent-
atives of the Russian Federation,”
Olga Kharlan, a Ukrainian fencer and
Olympic gold medallist, told journalists
Tast weel

The issue s comingto a head as quali-
fying events for Paris 2024 get under
way. But the governing bodies of the
d ;

Paris 2024. Ban dispute

Olympic stars left in limbo over Ukraine war

Lunge: Russian

However, World Athletics, which gov-

waiting for developments in Ukraine ‘[ want to

remain divided.

‘The UK’s Wimbledon Championship
said on Friday it would reverse its ban
on Russian and Belarusian athletes, who
‘maynow compete as neutrals in the ten-
nis tournament. The WTA and ATP, the
women and men's professional tours,
whose rankings determine qualification
for the Olympics, described the decision
as “a workable solution which protects
the fairnessof the game”.

The International Fencing Federation
(FIE) also voted last month to reinstate
Russian and Belarusian athletes follow-
ingan initial ban in the early days of the
Ukraine invasion.

The decision has provedso controver-
sial that the German fencing federation
said it would no longer host a women's
World Cup event planned for May and
‘more than 300 fencers, including Khar-
lan, signed an open letter this week
]mplnnngm toreverse its stance.

“Because of this ignorance on the part
of the FIE and national fencing federa-
tions, it is once again the athletes who
bear the responsibility and are being
pushed into individual deliberations
about boycott decisions”, they wrote.
“Athletes are left alonein this chaos.”

fencer Kirill erns track and field and other runni
dach and walking events, said last month it
left, and would exclude Russian and Belarusian
France’s Erwann  athletes “for the foreseeable future”, in
Le Pechoux effect barring them from seeking to
compete in the qualify for the Parisgames.
final of the Ataboard meeting last Tuesday, the
men’s foil event  10C sought to resolve its dilemma, set-
at the Tokyo tingout guidelines for administrators of

Olympic Games
i A PGy
g

all Olympic sports on admitting athletes
from Russia and Belarus to qualifying
events. They include a bar on those
nations’ athletes entering team sports
and on any member of the military or
anyone who has publicly supported
‘s fullscalcinvasion of Ukraine.

“We have been accused by the Rus-
sian side of being agents of the US, and
we have been accused by the Ukrainian
ar’, Thomas

before deciding. Bach denied this, say-
ing: “We are not kicking it down the
road and we are not waiting for the war
toend. Weall want the war toend now.”

©On the first anniversary of Russia's
full-scale invasion of Ukraine in Febru-
ary, 35 governments, including in the
UK, US and France, signed an open let-
ter to international sports bodies in
which they said: “Given there has been
‘nochangein the situation regarding the
Russian aggression in Ukraine . . . there
is no practical reason to move away
from the exclusion regime for Russian
and Belarusianathletes”.

Within Russia, reactions to sanctions
have been mixed. Stanislav Pozdnya-
kov, president of the Russian Olympic
Committee, told state news agency Tass
that bannin

Bach, president of the 10C, said at a
press conference afterthe meeting.
Qualifying standards are set by indi-
vidual sports governing bodies
and athletes spend years training to
meet the criteria. However, the I0C
has he final say o whether any qualify-
ing athlete can enter the O

“discrimination on the basis of a pass-
port”. Tatiana Tarasova, a prominent
figure skating coach, said: “Athletes
must compete. If we don't perform, we
have athreat of losing Russian sports.”
In issuing its guidelines, the 10C
argued that preventing individual Rus-
sian and Belar com-

has not yet ruled on whether Russians
or Belarusians will be permitted to
competein]

Crities have accused the committee of

peting could violate their human rights.
The committee cited a resolution from
the Court of Justice of the European
Union and an opinion given by UN spe-

perform
butasa
citizen of
Ukraine, I
can'teven
imagine
how to
stand
nexttoa
[Russian]'

Abv:ndn anthaki, in

ary election. But critics
have denounced the proposed body
asa “militia”.

‘The cabinet said yesterday that the
new force would deal with “national
emergency situations” similar to those
in May 2021, when violence erupted in
Israel’s mixed cities — which have Jew-
ish and Arab populations — as Israel
fought an 11-day war with Palestinian
militants inthe Gaza Strip.

Ben-Gvir, a settler previously con-
victed of inciting racism and supporting
aterrorist organisation, has long argued
for a national guard, saying it was
needed to combat lawlessness and
ease pressures on an overstretched
police force.

However, civil rights groups and
opposition politicians fear that the pro-
posed force could be used to target Pal-
estinian citizens of Israel and quell polit-
ical dissent, and have expressed alarm
about the prospect of such a force being
subordinate to Ben-Gvir, who until a
couple of years ago kept a picture in his
house of a Jewish supremacist who
gunned down 29 Palestinians in a
mosque in1994.

Several hundred people took to the
streets in Tel Aviv to protest after Ben-
Gvir's party published details of its pro-
pusa]s]aslwctk

Odeh, an Arablawmaker who
leads the Hadash-Taal list, warned last
week that the plan would create a “mili-
tia” that was “another tangible threat to
the democratic space”, adding: “It must
bestopped.”

Yair Lapid, leader of the country’s
largest opposition party, Yesh Atid, lam-
basted the yesterday,

support of its argument

But in an address lD the IOC at its
‘meeting, Ukrainian sports minister and
president of the country’s National
Olympic Committee, Vadym Gutzeit,
calledthe rapporteur’s conclusions “not
complete” and urged the global sporting
body “to explore human rights issues
more”.

In practice, individual sporting bodies
and nations will be responsible for
deciding whether to boycott interna-
tional events. Ukraines government has
said the country’s athletes will not com-
pete alongside Russians and Belaru-
sians, accordingtolocal media.

The IOC said on Saturday that “if
implemented, such a decision would

accusing the government of having
“ridiculous” priorities and financing “a
private army of thugs” for Ben-Gvir.
“The only thing that interests [this
government] is trampling on democ-
racy and advancing the extreme fanta-
sies of delusional people,” he said.
Israel’s police commissioner, Kobi
Shabtai, has also expressed concerns,
warningin a letter to Ben-Gvir that was
leaked to local media that the new body
would be “nothing but a waste of
resources”, was based on an untested
modeland could undermine security.
‘The cabinet said in a statement yes-
terday that the new body would be cre-
ated in Ben-Gvir's ministry but that “the
ibilities of — and control over —

onlyhurt the Uk P would b
nity, and in no way impact the war that | by a committee involving all lmd’s
theworld wants tostop”. security agencies and the “relevant gov-

One of the sharpest conflicts s taking
place on the fencing pistc. The sport’s
rules mandate that opponents shake

ernment ministrics”.
1t added that the committee would
report within 90 days and would “pro-

or | pose whether I guard will be
face disqualification, Ukrainian fencing | subordinate to the Israel Police Inspec-
federation president Mykhailo lliashev | tor Generalortoanother body”

told Reuterson Th

But a potential handshake between
aRussian and Ukrainian “is an impossi-
ble scenario”, hesaid.
See Opinion

The previous government h:gan set-
ting up a national guard to cope with
domestic political violence after the
clashes in May 2021, but lost power
beforeit could complete the process.

Climate summit

Fears for free speech in UAE ahead of COP28

AIME WILLIAMS — WASHINGTON
ATTRACTA MOONEY — LONDON

Speakers at a climate and health con-
ference in the United Arab Emirates
‘were told not to protest against or “crit-
icise corporations” in a warning that
cited the Gulf state’s laws, alarming
campaigners ahead of the country
hosting the UN's COP28 climate sum-
‘mit thisyear.

Climateacti

Semiconductor:

s

itatatime

i top scientists have warned of a

“rapidly closing window” to limit global

warming to 1.5C above pre-industrial
levels.

Organisers advised panellists at this
month’s Forecasting Healthy Futures
eventin Abu Dhabi, the UAE capital and
its richest emirate, to “be awarc and
respectful of UAE laws”, and warned:
“Do ot criticise Islam, UAE govern-

free speechraised more questions about
the suitability of the oil-rich UAE to host

TS $200,000,000

camy an intereat
g s an e ameuns
ofUS $273.58 per US 910,000

The relovant szt peyment de il be
Septembec 2, 20

ment, 7, an
“donot protest”.

The written guidance, seen by the
Financial Times, added: “We under-
stand that climate change can be a con-
troversial subject and we welcome all
perspectives and opinions in civil dis-
course throughout the

Malaria No More. Accord-
ing to the event’s website, seed funding
to FHF was provided by Reaching the
Last Mile, a public health and develop-
ment group with ties to UAE president
Sheikh Mohammed bin Zayed al-
Nahyan.

Campaigners said the warning raised
serious concerns ahead of COP28, which
will take place in November and Decem-
ber. The host nation has already come
under scrutiny over its appointment of
Sultan al-Jaber, head of Abu Dhabi'’s
state-owned oil company Adnoc, to the
presidency of COP2S.

'ACOP28 UAE spokesperson said the
conference would “take an inclusive
approach that engages all

AR ALK St ANE UM
LEO LEWIS — TOKY(

China has attempted to dissuade Japan
from imposing big curbs on exports of

taking amore active role in the face of a
US sanctions regime that since late last
year has sought to restrict global semi-
cundncl.or related exports to the Chi-
the

equip-

ment, as part of a fast-
litical battle over access to the world's
mostadvanced chips.

The move by Chinese foreign minister
Qin Gang came during a visit to Beijing
by his Japanese counterpart Yoshimasa
Hayashi — the first such trip to China's
capital by a leading Japanese diplomat
inmore than three years.

Qin told Hayashi that the US had in
the past tried to “brutally suppress”

civil

agenda. Protesting is illegal in the
Umt:rlArabEmlrattsand anyu:mances
‘e handled

society, scientific community, women
and youth” and “welcome inclusive,

by the local authoriti

The conference on health in the con-
text of climate change was organised by
Forccasting Healthy Futures, a group of
health and technology

dialogues that facilitate
consensus building to drive ambitious
climate outcomes”. They said organisers
would ensure “there are safe spaces
whereall voices may beheard”.

https://ft.pressreader.com/v99f/20230403

ryandwas
now “repeating its old tricks” against
China. “Dor't do to others what you
don'twant otherstodotoyou,” Qinsaid,
according to a statement published on
China’s foreign ministry website yester-
day. The “blockade” would “only stimu-
late China’s determination to become
self-sufficient”, headded.

The comments signal that Beijing is

Hayashi's visit came after Japan
unveiled restrictions on Friday on

‘[A blockade will] only
stimulate China’s
determination to become
self-sufficient’

China presses Japan on chip export curbs

China and elsewhere Japan has been
careful not torefer publicly to its agree-
ment with the US and the Netherlands.
Many Japanese companies depend on
China for much of their growth, and a
growing number of chief executives
have expressed concernin private thata
spiralling chip war will make it harder
for them to straddle the gulf between
the USand China.

China has sought to discourage the
Netherlands from participating in the
deal, with Tan Jian, the Chinese ambas-
sador to the country, warning last
month of “conscquences” If it went

exporting23 kinds of technology, as part
of a deal reached with the US and the
Netherlands.The export controls will
fecta larger number of Japanese com-
panies than previously expected and
require producers of high-end equip-
mentto obtain lcences forall egions.

ahead with . Foreign busi-
nesses in China have explored options
for how they would maintain supply
chains in the event of a severe decou-
plingor conflict between the powers,

During meetings with both Qin and
Chinese premier Li Qiang, Hayashi also
lodged a protest over the recent deten-
tionin China ofa

That would give ies
oversight over sales of machinery to
countries that could potentially pro-
duce high-end chips for military use in

pharmaceutical group Astellas, accord-
ingtoJapanese officials.
China steps up tech battle see Companies.
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China steps up
tech battle
with probe into
US chipmaker

e Micron subjected to ‘security’ review
@ Beijing retaliates to Washington curbs

THOMAS HALE — SHANGHAI

China has launched a review into US
chip manufacturer Micron Technology
on “national security” grounds as Bei-

chains. In September last year, Micron
announced that it would receive around
$320mn in subsidies from the Japanese
government to expand co-operation
withtheUs.

Bleak futures Trend-following hedge funds
suffer worst month since 2001 in bank chaos

jing retaliates against
increasing curbs on its access to semi-
conductortechnology.

The Cyberspace Admini of

Despite China adoptinga il
fatory tone to business as it reopens
from years ofisolation during the pan-

Trend: g hedge funds slumped in March
Société Générale CTA Index, monthly move (2)

World's largest
security group
Allied puts
IPO onhold

LEKE 0SO ALABI — LONDON

The chief executive of Allied Universal
has put the company’s multibillion-
dollar public listing on hold as the
world's largest private security group
tackles hiring problems and rides out
the turmoil inmarkets.

“Thelast 10-12 months have been really
choppy waters for public markets, so
we're very comfortable just continuing
to remain private,” said chief executive
Steve Jones.

Allied, the world'sbiggest employer of
private security guards employing
800000 people, has been hit by recruit-
ment problems in a tight labour market
and rate rises that have damped the
mood for listings in the US.

‘The crisis engulfing the banking sec-
tor has also compounded already chal-
lenging conditions for fundraising, cre-
atinggreater uncertainty inthe markets

China said it would review imports of
Micron’s products in order to maintain
national security, ensure the security of
its information infrastructure and pre-
ventrisks caused by product problems.

Nasdag_listed Micron Technology is
the largest maker of memory chips in
the US. Its shares fell 4 per cent follow-
ingtheannouncement.

‘The semiconductor industry is at the

demic, th

ington's restrictions.

themto

10
be more retaliation inresponse to Wash- l
Last week, US business leaders 2
including Apple chief Tim Cook largely
kepta low profile at the China Develop- o
ment Forum, an annual opportunity for
meet to] T I -5
e o e |
reached a deal with the US regarding —

semiconductor exports, with the latter

‘Micron stands by the
security of our products
and our commitments
tocustomers’

heart of economic decoupling between
the world’s twosuperpowers.

In October last year, Washington
introduced expansive chip export con-
trols inan effort to slow China's progress
in artificial intelligence and super com-

ters, Since the d

unveiling on 23 types of
cquipment on Friday. The deal is
designed to cut off China’s access to
advanced chips that could be used in

(I s s e e
2000 05
Source: Bloomberg

MrilE MW Ll

ponry L

In its quarterly report published in
March, Micron said that: “The Chinese
‘government may restrict us from par-
ticipating in the China market or may
prevent us from n)mpctm,g effectively
‘with Chinesecompanies’

It also warned over the risk of los-
ing access to rare earth materials that
are mainly produced in China. “Con-

Japan have joined the US in imposing
‘morerestrictions.

The CAC announcement, made late
on Friday, marks a retaliatory move

d ly of rare carth elements,
minerals, and metals may restrict our
ability to manufacture certain of our
products and makeit difficult or impos-
sible to compete with other semicon-

from g
facing busincsses caught between the
two countries.

‘The Biden zd.n.unlstmum hxs intensi-

able to obtain sufficient quantitics of
these materials from China”
‘Micron said in a statement it wascom-

fied , witha
special committee in Washington add-
ing to bipartisan scrutiny on US busi-
nesses operating on the mainland. In
response, companies in China are

with the Chinese regulator
and co-operating fully: “Micron is com-
mitted to conducting all business with
uncompromising integrity, and we
stand by the security of our products

{AURENCE FLETCHER - LONDON

Trend-following hedge funds have
suffered one of their worst monthly
Tosses since the dotcom bust in the
bond turmol that was unlcashed by
the recent banking crisis.

So-called CTA funds, which manage
around $200bn in assets according to.
Vestment, use algorithms to detect.
andride trends in global futures mar-
kets, but many were caught out by 2
sudden reversal inUS Treasuries after
Silicon Valley Banle’s failure.

Société Générale’'s CTA index,
which tracks the performance 0f 20 of
the largest such funds, dropped 6 per
cent intwo daysin the wake of theCal-
ifornian lender’s collapse, and has slid
further since. It declined 6.4 per cent
in the month to March 30, the latest
day for which datawas available.

That would markits worst monthly

cploring how y their supply

and.

since November 2001,

another month when changing inter-
‘est rate expectations caused historic
swings in Treasury yields.

The trend-following funds had
profited from last year's historic sell-
offin bond markets, but many came
unstuck when the banking chaos
prompted a sudden dash into ultra-
safeUS government debt.

“CTAs were following last year’s
trend into this year,” said Edward Al-
Hussainy,  senior analyst at Colum-
bia Threadneedle. “When trends
reverse as rapidly as they did in the
banking crisis, CTAs are bound to get
caughtoffside.”

Funds managed by firms including
Man Group, Aspect Capital and Sys

been running bets against the two-
year Treasury for well over a year,
according to Société Générale’s Trend
Indicator, which models these vehi-
cles’positions. The rush into Treasur-

‘Jones had previously said a Us listing
of the world’s seventh-largest employer
and North America’s third-biggestinan
expected multibillion-dollar transac-
tionwas possible by May 2024, but “that
timeline has been paused”.

Stephen Rawlinson, analyst at
Applied Value, said Allied Universal’s
enterprise value, including debt, could
be between $15bn and $17bn. “It partly
depends on whether Allied Universal
can argue that it has market power as
the global leader and is therefore worth
apremium,” he said.

‘Jonessaid labour shortages had eased,
although it was still a tight market fol-
lowing the pandemic, which created
“the biggest challenge we've faced really

pended the trade,
funds to buy bonds in order to exit
their losing positions.

The sudden shift in hedge fund
positioning helped fuel some of the
‘biggest movesin the Treasury market
since the 19805, and drove volatility to
its highest levelsince 2008.

CTA strategies are often pitched to
investors as a way to diversify away
from other assets. The SG index
enjoyed its best year ever in 2022,

tematica Investments were among
those hit by themoves.

Speculators in February had held
the largest collective bet against
short-dated US government debt on
record, according to Commodity
Futures Trading Commission data
going back to 1993. And CTAs had

Separation of units marks
biggest shake-up since group

was founded 24 years ago

Technology. Restructuring

Alibaba seeks to appease regulators and investors with split

that they, too, had lost control. “We
nted to ﬁg\m out how to really make

lead to some of the “baby Babas” going
for separate publiclistings.

gt it gl
and I think th:t stnn‘s from the lnp,
Zhang told employees in a video mes-

RYAN MCMORROW — BELIING
QIANER LIU AND ELEANOR OLCOTT

HONG KONG

The last time Alibaba made a radical
‘move to reorganise its business, the Chi-
nese tech group set in motion events
that led to a clash with regulators, the
cancellation of what would have been
theworld' biggest nitial public offering
andacrackdown by ch.

sageaired by

“Withthese changes, everyone canset
their own strategy to fit their respective
battlefields.”

One obvious intended beneficiary is
Alibaba’s share price, whichislanguish-
ing around where Ma rang in its New
York stock’s first tradingin 2014,

“Alibaba is a set of disparate busi-
nesses run by a single management

itisnow

tone of the first units
to attract additional outside investors
will be Cainiao, a logistics group that
does everything from delivering spring
dresses and EarPods to apartments in
Shanghai to shipping packages to Paris
that shoppers have bought on AlEx-
press, the group’s international sales
platform. In the December quarter
Cainiao was the group’s fastest growing
business line, with sales up 27 per cent
from ayear earlier, and was operatingat
nearly break-even.

libab: d unit could

Tex

This time Alibaba hopes to please
investors and Beijing with a restructur-
inginto six business units, heralding the
biggest shake-up of China’s best-known
ecommerce company since Jack Ma
founded it 24 yearsago.

In 2020, a speech by Ma attacking
China’s financial watchdogs and banks
led to the abandonment of its block-
buster $37bn initial publi offering of

moving in the direction of splitting into
fully independent businesses;” said
Jesse Fried, a corporate governance
expert at Harvard. “It’s unlikely they

also attract outside interest as its busi-
ness recovers after China’s zero-Covid
lockdowns ended. Zhang took direct
controlof the unit in December.

“Cloud and Caini: the two enti-

willgo all the way, because
‘won't want to fully give up control "

But Fried said even the restructuring
outlined so far should improve opera-
tions by allowing mare focus. It should
also lead to higher valuations by making

ties that offer the clearest value,” said
RobinZhu of Bernstein.

But he cautioned that any IPO for
either unit was probably some way off.
“The market seems to expect

Ant Group, its Itwasa
trigger for President Xi Jinping's cam-
paign to reduce the influence of the
country’slargesttech companies.
Thisweek’s move by as

it casier for i worth
of individual businessunits.

Under the restructuring, Alibaba’ssix
business groups will be dedicated to

chief executive, Daniel Zhang, may
‘make Big Tech scem smaller to Befjing.
He is dividing up a

cloud computing, local services, digital
media, as well s logistics. Alibaba wil

retain its fi hip of the Chinese
hich includes onli

weighed down by 240, iployees —
twice the size of chief rival Tencent —
and consisting of a range of business
lin

shoppingsites Tmalland Taobao, andin
it lat fscal year generated more profits
whole.

The sprawling empire had left Chi-
nese officials regretting that they let it
grow so big and Wall Street investors
scratching their heads at how to value it
properly. Add on nimbler rivals eating
intoitsmarket share and Alibaba execu-
tives led by Zhang had begun to worry

How far Zhang will go in splitting up
Alibaba remains unclear. For now, Ali-
baba has indicated the corporate group
‘will retain control of the six units viaa
helding company structure. The
shake-up will put chief executives and
boards in place for each unit and will

https://ft.pressreader.com/v99f/20230403

of spin-offs in the very
near future,” Zhu said. “This is not an

Beijing would be likely to encourage
IPOs for units spun out of Alibaba

Alibaba break-up in the sense that we'rel
going to get Alibaba TPO one through

Other Alibaba units may face greater
challenges. Local services, whi
include food delivery and Alibaba'y
mapping app, as well as the group’
international commerce business, were
operating at a loss in the December|
quarter.

The restructuring sets Alibaba on the
path taken by its ecommerce rival
JD.com, which retained control while]
spinning out its logistics, fintech and
healtheare businesses. JD's logistics and|
healthcare business first raised capita
from outside investors, including 2|
politically connected private equity|
group tied to the son of China’s mos!
powerful financial official, Liu He, then(
went ontolist in Hong Kong.

“Most investors don't generally view|
what JDdid with the spin-offs as unlock.
ing significant value,” said Zhu. “Dy
‘business outperformed in 2021, but that
was mainly driven by business growtly
rather thanthe[POs!

A regulator in Ahbabas hometown|
said Beijing would encourage publi
offerings for any of the units spun out
the group, including the two most likely
to attract investor attention, the cloud
and logistics arms. The official said il
would also make sense for Alibaba &
take in outside capital for its semicon |
ductorunit T-Head.

Alibaba s keen toavoid repeatingthel
sagaof Ant, which has beenin limbo for|
more than two years and is yet to com-
plete aBeijing-demanded revamp.

To appease regulators, Ma opted &
give up control of Ant in January, &
change that under Hong Kong listing
rules will delay any IPO for at least a
year.

20 per
S&P 500 dropped almost 20 per cent.
Ron Lagnado, research director at
TUniversa Investments, said the way
CTAS’ algorithms pick up signals
‘meant they performed well during
slow corrections like last year’s but
could struggle when markets were
more “choppy”.

inmy25

He said the US government's sumu]ns
programmes rolled out at the height of
the pandemic hampered the company’s
ability toattract and hold on to workers.

“We've had low unemployment rates
in the past, but we really haven't faceda
situation where people were provided
with some sort of government subsidies
to beable not to work,” he said.

Referring to the delay in the IPO, he
said: “There are many factors for us to
consider . . . including general eco-
nomicuncertainty, fear of recession and
significant increases in interest rates
overthe pastyear”

Allied acquired Uk-listed security
group G4Sin 2021. The deal was backed
by private equity firm Warburg Pincus
and Canadian pension fund Caisse de
dépétet placement duQuébec.
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Embracer rejects aggressive accounting claims

Founder has created Europe’s biggest gaming business, but the Swedish group’s acquisitive strategy has also attracted short sellers

ANNA GROSS — KARLSTAD
DANMCCRUM — LONDON

The Swedish founder of the biggest
gaming company in Europe sits over-
lookinga frozen lake from his snow-clad
holiday home in Karlstad, where he
courted more than 70 business and
media professionals before buying
‘many of their companies.

Asthe cheffrom his private jet cooksa
three-course meal in the kitchen next
door, 45 year-old Lars Wingefors insists
that Embracer does not fit the classic
playbook of a “roll-up”, in which a com-
pany aggressively buys up lots of
smallerentities.

‘Wingefors has transformed the once
obscure Swedish developer into a
sprawling games empire with a market
capitalisation of SKr58.7bn ($5.6bn).

But his light-touch approach to inte-
grating newly bought businesses, along
‘with the gulf between Embracer’s actual
and adjusted profits, have generated
criticism from hedge funds and inves-
tors. These concerns are thwarting his
efforts to cultivate a strong shareholder
base outside Sweden.

At the heart of the debate lies a ques-
tion that becomes hard to answer when
‘more than 100 distinct businesses are
funnelled into one set of financial state-
ments: do the profits from selling a
‘game justify the cash invested in devel-

ingit?

‘Embracer achieved its size through a
four-year acquisition spree, gaini
interests in multiple studios, the US
comics publisher behind Hellboy and Sin
City, intellectual property for The Lord of
the Rings, and board games such as
Catan. Sales have increased almost a
‘hundredfold, from SKr178mn in2014to
SKri7bn last year, helping Embracer
build an enthusiastic local shareholder
base.

The company’s frantic dealmaking

sceptics, wary that like so
‘many roll-ups before it, the result will
prove to be a fractured mess worth far
Tess than the sum of its parts.

Four hedge funds with short positions
in the group have stated their concerns.
Among the issuesthey raised are the dif-

Games master: Lars Wingefors

‘ Embracer

= Embracer
Activision
Biizzard
Take Two

— CD Projekt

— Electronic
Arts

— Ubisoft

share prices rebased to Feb 23 2018 (local currency, %)

figures is how Wingefors asks investors
toignore the expense of paying the exec-
utives he so carefully wooed at his lake-
sidechalet.

Costs investors are told to ignore are
predominantly “earn-outs” paid to
acquired business owners, cither in cash
or shares, if they remain in post for a
certain duration, or if they reach busi-

i fal target:

T
2018 19 20 21 22 23

Embracer’s operating and adjusted ebit figures
for last 7 quarters (SKr bm)

I Operating profit

SR S——

Adjusted ebif

T
@ @ o o7

Total cash ‘eamout’ obligations (SKr bn)

Embracer’s hands-off approach
means the business model of a games
studio is the same once it joins the
group, but accounting for a takeover
involves subtle choices that can flatter
profitsintheshort term.

For instance, Embracer has invested
SKr77bn in games development over
the past seven quarters. Once a game is
released, the related costs are then
amortised through the income state-
ment to cleanly set them against their
associated sales. Like US peer Activision
Blizzard, Embracer amortises software
development over two years.

Sceptics also argue that Embracer
paid top pricesfor middling-quality stu-
dios at a moment of peak pandemic
demand; its mobile and PC divisions
both shrank on an erganic basis during

ficulty in assessing the company’s finan-
cial performance due to repeated inter-
nal reorganisations and a switch from
local to international accounting stand-
ards; accounting practices around
newly purchased companies that may
obscure the group’s underlying per-
formance; and a beliefthat the company
is poorly positioned for a wider down-
turn in ing sector after a pan-
demic-fuelled boom.

“They've been acquiring all these
companies, 5o you can’t get to their
organic growth at any time,” said an
investment manager at a British hedge
fund that holds a short position.

“The reality is that when the music
stops, they'll start to struggle to pay
down debt.”

2023 24 25 26 27 28 29 30 3N 2
The ‘amouts' include obligations in elation fo future personnel costs and et ey bl
payc for 2026 changed Chri ling peri
befreen reporting on 02 and 03 ‘Wingefors has said he would “love” to
is valued at 85.6b; Sources Mt EetEack: ity ks continue making “big move” acquisi-
tions but it is “not the right time” given
Other investors and analysts argue For freed limited shareh i

that critics have a misplaced reverence
for organic salcs growth and overlook
the logic of industrial consolidation.

and cross-pollination. Embracer’s 134

of blockbuster computer games, while
reducing the risk attached with devel-

“Fundamentally [the critics] are a  opment at any individual house. Popu-
bunch of fi hat don'tunder- lar i property will then be
stand it said Thomas Singlehurst, an  transplanted into console, mobile and
analyst at Citi, who is bullish on tabletopgames.

Embracer.

‘Wingefors' dinner table pitch to
entrepreneursisa supportive home that
leaves them free to pursue a creative
vision, with no forced cost cuts or cen-
tralisation. He boasts that of 108 busi-
ness owners that have entered the
group, 106 remain. “If it’s not broken,
‘why should you start messing around
with people?” said Wingefors.

Thestrategy, he said, is diversification

“Lars is almost religious about this
idea of no forced synergies between the
groups,” said Randy Pitchford, chicf
executive of US video game developer
Gearbox, purchased by Embracer in
2021, By contrast, gaming groups typi-
cally seek ities for cost-cutting

and Embracer lost
‘money over the past seven quarters, a
cumulative operating loss of SKr838mn
($81mn). Likemany tech companies, it
directs investors toignore some costs as

temporary.

Johan Ekstrém, Embracer’s chief
financial officer, said it “definitely
‘makes sense” to exclude acquisition-
related costs from adjusted carnings
before interestand tax, Embracer’s pre-
ferred metric to judge profitability, as
they have “nothing to do with the und-

in their dealmaking. When Take-Two
acquired mobile specialist Zynga last
year for $12.7bn it touted $100mn in
“synergies”.

Those adjustments turned a seven-
quarter loss into an operating profit of
SKr9.9bn ($950mn).

What is striking about the adjusted

Two of Embracer’s founding inves-
tors, Erik Stenberg and Pelle Lundborg,
have slashed their holdings of Class B
shares over the past year. Stenberg
halved his holding after he stepped
down as deputy chief executive, while
Lundborg has reduced his by 33 per

cent.

Lundborg did not respond to a
request for comment. Stenberg cited
“personal finance reasons” for cutting
his stake and said his “belief in the
future of Embracer isunchanged”,

Avanza, a Swedish asset manager that
offers services to domestic retail inves-
tors, remains a top-20 holder of
Embracerstock, reflecting its continued
allure to locals.

Salman Rushdie will be

Saturday, 20 May
Join us at the REACH at the Kennedy
Center and online for the FTWeekend
Festival: U.S. edition - a curated

joining us live virtually to
discuss his new novel,
Victory City, and his long
career as an author

journey across five stages for the
infellectually curious.

Book now:
ft.com/festival-us

Be inspired by Foundation partner Tech partner Global festival partner Festival friends
WysitPortugol  ford o Cohoe  GAGOSIIN  MIKKE!  NARRT 55 crenomacones:

*This event is an external rental presented in coordination with the Kennedy Center Campus Rentals Office and is not produced by the Kennedy Center.
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Energy

Europe urged to support deep-sea mining

Marine metals crucial for

clean power, argues head

of Norway minerals group

KENZA BRYAN AND HARRY DEMPSEY
NDON

Europe must be prepared to support
deep-sea mining if it is to secure metals

“Marine minerals are a very clear
i Hide

Critics, however, warn that the prac-
o 5 s

poi
2 £ .

focus on energy security since Russia’s
invasion of Ukraine. '?enp]e are realis-
ingwe need toget away from . .. China

st d biodiversity, with poten-
tilly eyt oot

Demand for dities such as

licences. The UK, France,

copper, lithium and rare earths are set
to boom bccaus: of their use in va

llow decp-sea mining
have yettobe approved but companics

e g]ubal economy, a
as clectric cars, renewable power and

India, Russia and China are among
countrics that have given such backing.

Loke, based in Norway's oil capital
Stavanger, is backed by companies
including Norwegian defence contrac-

Support services
Rule change
boosts foreign
law firms’
India business

KATE BEIOLEY — LONDON
MUMBAI

coveringeverything in various j have obtained tor Kongsberg Gruppen, UK offshore
“Ifyou Iml]dahnmeryfuu)ryyuu wi]] exploration licences from the UN- The EU haswarned for years thatthe  engincer and
 funding” from, Authority. imports of critical raw

the Financial -rmm “But if you ask
where twill itwillbe

encrgy, the new Norwegian owner of
British industry hopeful UK Seabed
Resourceshaswarned.

Hans Olav Hide, chair of Norway’s
Loke Marine Minerals, said the contro-
versial practice could help the UK and
EU competein the face of China’s domi-

from China or Russia.”
Advocates of deep-sea mining say it

The ISA debated this weck whether to
give the green light to the extraction of
manganese, nickel, copper and cobalt
from potato-sized nodules up to 5,000

play a crucial role in
huge increase in demand for encrgy
transition metals at a time when land-
based projects face lengthy waits to gain
permits, and growing oppesition from

nance of batter

Hide's appeal for Europe to secure
minerals from the seabed comes days
after the EU released the Critical Raw
Materials Act aimed at bolstering the
bloc’s security of supply.

materials could expose it to supply
squeezes from China and threaten its
goal to reach net zero emissions by
2050. Most of the world’s cobalt is
refined in China, as arcall of the rare

It bought UK Seabed Resources from
US defence group Lockheed Martin in
March for an undisclosed sum. UKSR’s
assets include twolicences in the Pacific
Ocean's Clarion-Clipperton Zone, the

earths used in magnet for
electric vehicles and wind turbines, it
saidlast month.

Mining companies must obtain the

Loke plans to make an investment
decision on mining in the Pacific in 2027
but faces an uphill battle to build a sup-

backingof ISA toobtain

ply

‘Will the pace of US hiring slow?

Hiring in the US is forecast to have
slowed in March following two months
of strong gains that have helped make
the case for the Federal Reserve o keep
interestrates high despite the turmoilin
thebanki -

banking sector.

‘The labour department is expected to
report on Friday that the US added
240,000 jobs in March, according to
economists polled by Reuters, down
from the 311,000 jobs added in Febru-
ary and less than half the 517,000 added
inJanuary.

The unemployment rate is expected
1o be steady at 3.6 per cent, while aver-
age hourly earnings are expected to be
up 0.3 per cent month on month, a tick
upfromtheratein Fe 2

The data will be a crucial part of the
TFed's deliberations when it next meets,
in May. Odds in the futures market are
split on whether the US central bank
‘will raise interest rates one more time,
or whether the 0,25 per cent increase in
Marchwas the last in its cycle.

While market expectations for
another raise had been tempered by the
US banking system's woes, those fears
have begun to recede and evidence of
persistent inflation may spur the Fedto
tighten further. Kate Duguid
‘Will Australia and New Zealand
signalthe end for global rate rises?
Global investors are looking to interest
ratedecisionsin Australia and New Zea-
land this week for a potential indication
of just how quickly central banks might
end the current regime of rapid rate
Tises.

Investor expectations of continued
tightening by central banks, including
the US Federal Reserve, have waned in
the wake of recent banking sector ruc-
tions. Markets are now suggesting more
than one rate cut by some nations
before the endof this year.

Economists polled by Bloomberg

expect the Reserve Bank of Australiato
‘hold its cash rate steady at 3.6 per cent
tomorrow after repeatedly boosting the
benchmark over the past 12 months
from astarting pointofjust 0.1 percent.

Josh Williamson, chicf Australia
economist at Citigroup, said that if the
RBA did keep rates on hold, “we expect
the policy statement to keep optionality
around possible further increases, at
least until the details of the [consumer
price index] show moderation in items

Market questions. Week ahead

Economists forecast slowdown in pace of US jobs growth

Just the job: i of domestic growth of 0.4 per cent B
ool et L Bo wa e i Germm‘} s
people secking But he added it was “highly unlikely  ing3.5percent in the previous month. production
employmentat  the RBA would loosen financial condi-  January’s big rebound had raised 1 ohyoind
the Amazon tions with the labour market operating  expectations “that industry may con- _
Career Day in ahead of full employment and with  tinue to hold up well in the face of the ~ raised
Arlington, households stting on substantial sav-  energy criss”, sad Pranziska Palmas, ey pec(ations
Virginia. The US  ings buffers” senior Europe economist at Capital Eco-
is expected to The decision from the Reserve Bank  nomics. In January manufacturing out- ‘that
have added of New Zealand on Wednesday could  put was only L6 per cent belowitslevel ) iy,
about 240,000  alsobe ingforan s invasion of Ulkraine, ?
jobs in March imminent end to global raterises. Econ-  “a fairly good outcome considering Ay
sy toagreeatleast  the severity of the energy crisis”, said =
once more increase, by 0.25 percentage  Palmas. continue to
points, to5 per cent. Hudson Lockett She estimated that if industrial pro-  hold up well
duction remained at January levelsin 5
How resilientisGerman industrial - g o0 S Ghe L SRl e 10 the face of
production? percentinthe firstquarterasawhole.  the energy
German industrial production is The figures would mnﬁnn that Gtr crisis’
expected in Fel ,  man production is

continuing the strong rebound regis-
tered inJanuary.
Economists polled by Reuters are

plunge at the end of 2022, which con-
tributed to the country’s economic con-
traction, boosted by lower gas prices

and the easing of supply chain disrup-

n.
Industrial orders in the curozone’s

Taw firms including DLA
Piper, Herbert Smith Frechills and
r McKenzic arc looking at opening
offices in India after the country
changed its rules to widen overseas
accesstoahuge market.

‘The Bar Council of India announced in
March that foreign legal firms would be
allowed to set up in the country for the
firsttime and advise clients on the inter-
national elements of mergers and acqui-
sitions or appear as arbitrators, among
otherthings.

The biggest international firms have
built up large practices working on cor-
porate deals with an Indian focus but
until now had to advise clients on a
“fly-in fly-out” basis.

“We are excited — we think thisisa
very big opportunity and it’s one we're
taking seriously;” said Ashok Lalwani, a
Baker McKenzie partner who runs the
firm’s India group from Singapore. He
said the rules were the most significant
progress for the Indian market ina long

time.

Roddy Martin, London-based head of
the India practice at Herbert Smith
Frechills, said the news was significant,
adding: “It will possibly be less about
today than the scale of opportunities in
Indiaoverthe nextfive years”

‘The new rules will not allow foreign
lawyers o advise on local law or appear
in Indian courts.

‘Tt will possibly be less
about today than the scale
of opportunities in India
over the next five years’

The changes have not been unani-
mously welcomed. Members of the Soci-
ety of Indian Law Firms plan to send
representatives to negotiate with the
Bar Council and local firms have raised
concerns about how the proposed “level
playing field” would work, particularky
as the Bar Council prohibits Indian law
firms from marketing their practices
onlincoroffline.

“I think we might be entering a silly
season of backroom manoeuvring, pub-
lic petitions etc,” said Karam Daulet-
Singh, managing partner at Mumbai-
based Touchstone Partners, a cross-bor-
der transactions specialist.

The arrival of overseas firms “would
certainly intensify the competition” at
the top end of the market, which “willgo

through vigorous change and even dis-
manufacturing powerhouse, released | ruption”, he added.
on Wednesday, are also expected to |  The changes come as talksoverapost-
show 20,5 per cent expansion in Febru- | Brexit trade deal between the UK and
ary following 1 per cent growth in the | Indiagrind on.

previous mon “The reform s long overdue," said

a for an:: Cyril hrof, atone of

andSpain, Jaw firms, Mumbai-based
indicate how by “"""‘dlcexpedﬂl Cyril “My guess
resilience of the eurozone manufactur- | is that the UK-India [free trade agree-
ing sectoris. nxnl]dlscmmlswel:th:tngg:r

Firms such as Herbert

Sylvx_\n Broyer, rat-
ing agency S&P Global, thinks that the
current order levels across curozone
factories suggest that they still have five

and Baker McKenzie currently service
Indian clients and international clients
operatingin India from bases in Singa-

‘months of assured production. pore or London. “Clients always ask us
“Alongside lower prices for industrial | when we'll get there,” said a partner at

and energy commodities, this should | one large fim. “Multinational compa-

ensure industrial remains b lnwr

steady until th " he said.

Valentina Romei anthcg'mlm‘].'

Continent will struggle against
China without homegrown

Basic resources. Battery technology

Lithium shortages threaten EU’s electric vehicle transition

The supply problem has been high-
lighted by the world's largest lithium
pmdlmﬂ Albemarle, which has side-
lithium in Europe

supply of key component,

afkrfallmgwﬁndawmmernallym—

PATRICIA NILSSON AND HARRY DEMPSEY
ONDON

Europe’s transition to electric cars is
under threat because of persistent
shortages of lithium, the key h:nzry

blesite. “The
in Europe are not high quality and rela-
tively small” the group’s chief financial
officer Scott Tozier said.

The projected ithium deficit ina mar-
ket alrcady suffcring global shortages
and high prices of $62,000 a tonnc —

that will por more than five of
of the future. production despitea recent drop— may

EU plans to ban sales of new petrol  prove existential for European carmak-
and diesel cars by 2035 mean demand  ers. Without a supply,

for lithium is set to surge fivefold by
2030 to 550,000 tonnes a year — more
than double the 200,000 tonnes the
regionwill be abletoproduce, according
toBenchmark Mineral Intelligence.
“The whole global market isstill set to
be inadeficit by the end of the decade,”
said Daisy Jennings-Gray, analyst at

tralia-listed Vulcan Energy Resources,

also made binding orders for Vulcan’s

domestic i

one of the few trying to
extract lithium in Europe, said the
region's car industry would ot be able
to clectrify its future fleet without its
ownlithium.

China “will prioritise supply for its
ovn industry’, he said. Without s ovm

Anotherrisky projectinvolvesFrench
mining group Imerys, which aims to
extract lithium from rocks underneath
akaolin mine, opencd by the country's

battery chemicals a year
from2028.

Combined, this is enough to supply
roughly 1.2mn small electric vehicle
batteries a year, according tothe compa-

inthe y.
Vulcan hopes to produce 24,000

access to li
would “not survive ition” from

two years after starting
roducti il i

nies’ But thisis alongway
short of expected demand for clectric
cars, which is likely to match or exceed
current with 11.3mn new

the country, headded.

Although US-based Albemarle, which
supplies a fifth of the world's lithium,
plans to build a European refinery for
the metal by the end of the decade, car-

‘Furope’s automotive groups could find
it difficult to competewith China, which
is rapidly expanding its electric car
industry and making inroads into the

uropean market.

A sign of China’s dominance in the
fieldis that it controls 60 per cent of glo-
bal lithium processing, which turns a

“Europe will pmhably le in a tight
positionin

into lithium chemical mmpmmds mch

not afford any delays to domestic
projects [toextract the metal]”

in mrbaﬂ:n:s
Francis i ive of Aus-

That has prompted some leading
European car groups to gamble on a
handful of local projects, where success
is far from assured because of the com-
plicated extraction processes. One
involves Perth-based Vulcan, which is
pram-smgm extract lithium out of Ger-
‘man brineusinggeothermal power.
Opel-maker Stellantis last year
e the first. rtoinvestina
lithium miner when it paid €50mn in
return for quity in Vulcan. Renaultand
‘have, much lil

https://ft.pressreader.com/v99f/20230403

v
A technician working with lithium
brine for Vulcan Energy Resources

cars registered in Europe in 2022,
i 'VDA.

Europe also needs to address bureau-
cratic hurdles, such as arduous proce-
dures for processing permits, as well as
political and local resistance to mining.
Rio Tinto's Jadar project in Serbia,
which would have created one of the
world’s largest lithium mines, was one
of the casualtiesof the system. Its explo-
ration and development licences were
revoked ahead of elections last year

This also assumes the success of the
Vulcanand Imerys ventures.

“The projects carry an inherent risk
s we are daring production processes

political opposition.

But cven without permitting delays,
analysts say the challenges ahead for
Europe in meeting lithium needs are

admitted  enormous, parti i
Alessandro Dazza, chief executive of  with the US, which has put vast
Imerys, as he hi the need for ing its criti-
government support. Inaddition, there  cal mineral supply chains from China.
isadanger “It’s a one-two punch for the extrac-

ingfar more thanrival projects.
The EU is aware of the problems. Its
Critical Raw anulsm.‘t mmsm shore

tive sector in Europe of a lack of money
going in at the early stage of exploration
and a much more difficult permitting

i Afri liaand

upits EV supply
battery metals such as lithium, cobalt
andnickel domestically.

But executives say financial support
from governments is needed to get

Canada,” said Kevin Murphy, at S&P
Global Commodities. “In the near term,
Europe will be heavily reliant onoutside
resources to supply their industry.”
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@ Rutherford Hall

“This may not be the ideal time to call

for banking freedoms. Then again . .

= @ WORK & CAREERS

Workplace
buzzwords to
take seriously
— and those
toignore

Pilita Clark
Business Life

‘here was atime when no

one mentioned quiet

quitting, Sunday scaries,

‘bare minimum Mondays

and all the other
buzzwords that have come to infest the
‘way people talk about work.

Iremember this time well because it

was only three years ago. These new
catchphrases describe a shift in how we
view our jobs that was allegedly

Resignation. He persuaded me the data.
shows a more nuanced picture.

‘The Great Resignation was of course
quite real. Resignation rates had been
gradually climbing before Covid butin
2022, more than 50mn

last year about doing your job but
nothing more and generally putting life
before work. Is it remotely real?
Experts widely dismissed the phrase
as another term for staff disengagement.

their jobs, the highest annual number
in more than 20 years, and other
countries saw similar jumps.

Klotz, who himself resigned and
‘maved from the US to University

But Klotz says a dis d cmployee

Kerrem arctssan

a fair workplace —and make sure they
are on all the platforms rage appliers
from rival outfits might be using.

So what are the terms that bosses can
more easily ignore?

First up: “resentecisin’, the

is somebody whostar
work or withdrawing from their tasks,
which was not what quict quitters
meant. “They're talking about
disengaging from the extra, not going
aboveand beyond their job description,

unleashed by Covid. College London's school of
e sy o o b i ol o v i il e et R
65 per cent of gl trend bef i it

the pandemic had made them rethink
the place that work should have in

The number of quitters has subsided.
As Klotzsays, most of them never left

their life. Employers
recognise their staff wanted ] plllpas&
driven work” and a sense of being
~valued, notjust a pay cheque.

‘There is truth to this, even after the
bout of mass lay-offs and economic
gloom. But do bosses really need to
take every new bit of workplace jargon
seriously? Can't most of these terms be
safely dismissed as alliteratively
all\lnng blather from social media

twenty-somethings on TikTok?
lhavc always thought so. But last
week I spoke to Anthony Klotz, the
American academic who coined the
biggest buzzword of all — the Great

similar
jobs and have now stayed put. Also,
employers started offering better paid
‘work with more flexibility and better
benefits, and the economy has soured
s0job-hopping is less appealing.

What about the term quiet quitting,
aphrase that grew from a TikTok post

©6 Can't most of these

This has i ions for employers
and the employed. Klotz's research has
shown that, while it can be rewarding
to go beyond the call of duty, it can also
be draining.

“Rage applying” is another phrase
that grew out of a TikTok post but
should not be entirely dismissed by
employers. It means mass-applying for
jobsafter getting fod up at wark.

This “spray-and-pray” job hunting
strategy describes a retaliatory staff

terms be safely dismissed
as alliteratively alluring
blather from twenty-
somethings on TikTok? %

Ippo: il twin of quiet quitting.
It means staying in a job you hate
because you have no choice, and
beginning toactively resent it, which,

Lex.

Lab-grown meat:
hard to swallow

Italian consumer opinion on synthetic meat types

Share of respondents ()
Positive Negative
251 Clean meat
|S _ Cultured meat
599 2l [ In vitro meat
529 AR Artificial meat
6 2 & 6 8 100

Countries that eat the most meat

Consumption per capita, 2018 (Ibs)

Canada

0 20 40 60 80 100 120 140 160 180 200

Source Statisia

italy has said “no, grazie™ to lab-grown
meat. Thati given the

production expands. McKinsey, a
estimates that cultivated

pride the country takes in its traditional
food. But, longer term, the choice is
unlikely fo be between a gourmet
Tuscan Chianina burger or the
culfivated variety. Instead, it could be
between a cultured patty or an empty
bun.

Prime minister Giorgia Meloni's ban
on lab-grown meat and animal feed
may simply mean her righiwing

meat might reach cost parity within the
next decade.

But before that, this type of food
would likely be a niche offering only,
not unlike what has happened fo
Beyond Meat's plant-based pratein
products. ifs share price at about $16 is
more than a third below ifs IPO price.

Meloni's ban looks more like an
EXGUSE in brand protection. Given her

as Klotzsays, is “cl
He says there is also no empirical

evidence showing rise in the so-called

Sunday scaries, o drud aboutthe

working week ahead, n

‘minimum Mondays”, another Tik1ok

hit, coined by a young woman

describing how to deal with said scaries.

“This isn't something that's

s ;

farmers. But there does not seem fo be
aneed for that quite yet.

Culturad meat —made in a lab by
growing animal cells in a protein and
sugar soup — is technically viable and
even approved by the US Food and
Drug Administration.

Alab in Australia has even grown a

recommended,” says Klotz. He doesn't
think employers need to dwell onit,
excepttoask if there is any evidence
their staff are turning up on Mondays
looking drained and far from recharged.

‘that would be her
own brand, and that of fraditional
taiian food. Affer all, the mammoth
meatball sounds rather less appefising
than the more fraditional polpette della
Nonna.

But such on-the-hoof thinking fails to
grasp the seriousness of the climate
challenge. Already, agriculture

giant ing ancient mammoth | contributes more than 14 per cent of
DNA. Starf-ups are raising money, from | global carbon emissions. As the global
the likes of d Sir Richard

Branson. But this meat is miles away
from competing with the four-legged
kind.

iic study estimates

keep an eye on all these developments.

behaviour that has been studied for The bottom line? It mak
years. But the fon of nline
job it casi ) and

some workers may be more sensitive to

office slights and frustrations, having

avoided them while working remotely.
Klotz advises employers to maintain

d by evidence. But
never forget that trending online does
not mean trending in life.

pilita.clark@ft.com

that a scaled-up plant would produce
beef at $60/kg. A steak costs a third of
that at the supermarket. However, over
fime the cost of alt-meat should fall as
the technology improves and scale of

wealihier, we willinevitably have to
reconsider what we ear.

Going the sustainable, agritech route
might thus affer another way. We could
eat grass-fed, sustainably grown — and
muchless — meat.

But if we dowant fo have our steak,
and eat it, the Iab-grown opfion is
worth culfivating.

NIKKEIASIQ e voice of the Asian century

CROSSWORD
No 17,376 Set by GUY

ACROSS

1 Fine cheese swapped by barrisfer (5)
4 Nancy'sin bar for rendezvous (9)

9 Bend one's records

10 Warning that Tories would like fo stop
flying? G.4)

T North Surrey's organised runs, some
for beginners (7,6

14 Couple grabs kiss from behind the

loor (4)
15 Sting live holds back for encores —
wise guy ()
18 Tightwad loses money by cooking
green pepper (9)
19 Guy packs case for sensible pirate (4)
21 Nadal blocks a fine shot, moving only
moderately well (51.7)
24 Family cycles by healthy little
reservoir (7)
26 Ted surprisingly enters with af; bow,
showing style (5.4
27 Dead duck carried by hunter's top dog
®3)
28 Try 1o win love, in short (5)

DOWN

1 Brifish have pound (&)

2 Unable o stop visiting Africa, perhaps
an

3 Convent has day on a railway (6)

JOTTER PAD

Solution 17373

BEEEER]
B m
BEEEEE,

Sl
B E
CEEEE B

In the new FT crossword app ar
fcom/crosswordapp

4 Poles filling inthe
morning (9)

5 Something casual to wear like a
diamond, perhaps (5}

6 Needless sandwiches left next to roll
®

7 Uptoone pound missing from cash
register (3)

8 Roger edis cryptic, making ordinary
English hit home (10)

12 Case of wine chap leaves behind for

you (1)

13 Kelly perhaps helping those of a
certain age (10)

16 Love speed with superior acceleration,
heavens!

17 Give disiress fo fwo Aftorneys
General

20 Writer pens one set of baoks relating
foliving things

22 Tumed over <ol often contains
collection of leaves (5)

23 Delivery that's standing next fo the
door? (4)

25 Indian novel to read cursorily, skipping
the introduction (3)

Get the business insights you need to succeed in Asia
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Boomerang CEOs give comfort in times of crisis

The hope is ex-bosses can
bring stability, yet these
companies underperform,
write Anjli Raval, Stephen
‘Morris and Jamie Smyth

‘hen a crisis hits, corpo-
rate boards can find

comfortin familiarity.
Swiss bank UBS did
just that this week,
announcing Sergio Ermotti would
returnaschiefexecutive to steer the dif-
ficult integration of domestic rival

Credit Suisse.

Several other “b " chief

"

executives have taken back their roles.
Last November Bob Iger was reap-
pointed to the top job at Disney aftera
loss of confidence in successor Bob
Chapelds leadership. Starbucks founder
‘Howard Schultz returned to the coffee
chain for his third stint as chief execu-
tive in April 2022 after his replacement,
Kevin Johnson, retired.

Largely a US phenomenon, the hope is
that these individuals —who know the
business and understand its corporate
culture — can bring stability at a time of
chaos. They are a known entity to the
board, top executives and shareholders,
paving the way for a seamless turn-
Tound.

Activist investor Carl Ieahn this week
called on US biotech Illumina to bring
backits former bossJay Flatley — hislat-
est move in a brewing proxy fight with
the company.

“Ispoke toa number of bigsharehold-
ers in [llumina and most of them like
him and say he did a great job in the

Returning UBS
CEO Sergio
Ermotti,
outgoing boss
Ralph Hamers
and UBS chair
Colm Kelleher in
Zurich last week

with enormous complexity and the
board wanted to take no risk on execu-
tion. It is as simple asthat. Sergiois the
right man for the deal. He knows both
partieswell. He hasthe experience”
Ermotti, who ran UBS for nine years

underperform the market when they
bring back former leaders, Chris Bing-
ham, professor of strategy and entrepre-
neurship at the Kenan-Flagler Business
School at the University of North Caro-
I.inl said these individuals ltndnl to

before handing the reins Ham-
ers in 2020, had in his previous stint

He conducted rrs:ard| published in

past. And we need someone wh
a great job right now,” Icahn told the
Financial Times. “When you hav:pm}r
lems it s very hard to

Ermotti’s
appointment

drawn quire
S ey
familiar with his thinling.

the MIT Sloan Review in
2020 assessing the performance of
“boomerang” chicfs. Using a sample of

Research by

[T e i
Took back to see who did it well in the

nior leader at UBS said the

quisition of Credit Suisse was the most
significant banking combination since
the financial crisis, presenting huge
uncertainty. “This is a major, major deal

Shuftersiock

i e
companics in the S&P 500 had returned

6,429 chief compa-
nies in the S&P Compasite 1500, from
1992 t0 2017, Bingham and his co-au-

“Boards want someone who can hitthe
ground running, They oftendon’t havea
Iot of time and there is a crisis. This is
often the logic. Why shake things up,
thisissomeone that has dealt with crises
inthe past and can deal with the current
‘ones, This is especially helpful for inves-
tors who are looking for reassurance.
‘This is what is happening at UBS,” said
Bingham. But he issued a warning: the
reasonwhy boomerang chiefexecutives
did not perform as well was partly
because they were returning to astarkly
different business environment.

totheir previously held
12 years. Of these, 13 came back perma-
nently and nine were appointed on an.
interim basis, with most staying less
thanayear.

10 per cent lower at the 167 groups led
by reappointed leaders than at their
counterparts. This was particularly true
ifthe returning chicfexcoutive was one

Butdata iestypically

“For UBS's Ermotti — it has only been
two years, but lock at how much things
can change”, said Bingham.

From managing the fallout from
Covid, to having policies on flexible
working, diversity and inclusion, the

The reason
they didn't
do as well
was partly
because
they were
returning

business

climate

role of the post-pandemic chief execu-
tive hasevol

still, the idea of bringing back a suc-
cessful chiefexecutive s alluringwhena
company is in trouble. Steve Jobs' reap-
pointment at Apple is often cited as a
game-changer for the tech group. After
being removed from his position as chief
executive in 1985, he returned when
Apple was close to collapse in 1996, refo-
cusing and rebuilding it into the tech
titan itistoday.

high-profile examples include

Michael Dell, who left his namesake
company only to return to lead it three
years later in 2007, as well as former
bosses at Twitter, Best Buy, Bloomberg
and Charles Schwab.

In another recent example, Katrina
Lake, founder of Stitch Fix, the online
personal shopping subscription service,

J20 ) Leadersnip
More inferviews liuminating the

personallfies of high-profile

leaders by focusing on fhe

Issues they faced
frcom/leadership

returned to the role of chief executive
in January, less than two years after
steppingaside.

Some executive scarch professionals
believe bringing back a former chief
executive says more about the board
failing to ensure a smooth succession
process than about the stellar perform-
ance of apast leader.

“Each company has their own story.
The Ermotti story is a little different
from the Iger story, for example. But
in general, if I wasto see a pattern, it is
that you have a strong, longstanding
respected leader leaving bigshoesto fill
and the successor then deemed not able
to do it,” said one headhunter of top

mroles.

“More often than not these are highly
alpha CEOs who are not interested in
creating successors and can be seen
sniping from the sidelines and under-
mining their replacement;” he added.
“When a successor fails, the board often
thinks ‘let’s bring back the former CEO’,
but they probably should think,
‘shouldn't we bringin someoneelse™.

ESCP

BUSINESS SCHOOL

I: T ALL STARTS HERE

‘a‘arted with

a choice to give

myself the space and

resources to rethink

what it means to be a
leader today and how

to foster sustainable
value creation within
a company.

Sophie Sartoris
COO | Executive Master
Manager Dirigeant 2022

BECAUSE OUR WORLD CAN'T WAIT, ESCP EDUCATES
PURPOSE-DRIVEN LEADERS WHO CHOOSE TO ACT

FROM DAY ONE OF THEIR STUDIES.

BERLIN I LONDON I MADRID I PARIS | TURIN I WARSAW
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The UK medicine agency’s
head was dealing with
Brexit when the pandemic
hit, write Surah Neville
and Hannah Kuchler

hen June Raine, the
chief executive of the
UK medicines agency,
found herself at the
centre of Britain's Cov-
id-19 response three years ago, the unre-
‘mitting pressure held a grim [amiliarity.
She says it evoked life as a junior doc-
tormore than 40 years earlier, requiring
her to draw on similar reserves of
“buayancy” andresilience.
Unoneoccasion, she was the doctor in
charge when a group of 50 came into
‘hospital, poisened with carbon monax-
ide on a canal boat. “And ifyou have 50
admissions at the same time, that was
[like] what was happening in Covid . . . if
you've trained in medicine it’s, if you
like, [an emergency department] way of
working, and you go into that mode.”
“Ihe story of her leadership of the
Medicines and Healthcare products
Regulatory Agencyis of twoimperatives
— first, to chart a new path for the
agency after Brexit forcediit to leave the
embrace of the European Medicines
Agency, then to set the international
pace in approving life-saving Covid
vaccines and therapeutics.
Raine had taken over as interim chief
executive in September 2019 — her
appointment was made permanent in

Leadership. Dame June Raine, chief executive, MHRA

‘No 3am moments’ in race for Covid vaccine
TR

edge medicines and devices to try to

she could be | pzrt of lhe sallmun

attract ph to
doeck 5 icinesin the UK.

Raine

But three years ago much of this had
tobe put on hold as Cavid forced a shift
in priorities. “By December 2019 [or]
January 2020, we were waking up to

in early March zozu,
when most. ivi

on the vaccines to end lockdown, did
she feel consciousof political pressure?

“Atno point was there anything other
than absolute respect for regulatory
independence,” she says.

Dealing with a crisis brought insights
about her awn working style. Onelesson
was the importance of “not dissipating
activity on things that are interesting,
but maybe not urgent or important”.

Her profile grew via appearances at
televised news conferences. Sheimplies
she would never have sought the public
eye but did so to make sure Britons
understood the work involved in
ensuringthevaccines weresate.

karly modelling suggested only about
half of Britons would take up the offer
of a jab. It was vital to address “the
questions the public were asking”, she
says, such as: “Has this been tested on
peoplelike me?”

Ultimately, the UK had among the
world’s highest vaccination levels, asuc-
cess she partly ascribes to the agency’s
openness about its work. “It was all
there for people to digest,” she says.

‘She wants to counter preconceptions
that the role simply reacts to scientific
developments rather than playingarole
in maximising their potential. “‘When we
cansee somethingcoming, like

with “about all the
clements that a regulator needs to
provide assurances to the public and to
healt that the standards

the huge toll the pandemic would take.
She took the decision that the agency
would review the data from companies

have been met”, she notes.
The EMA and the US Food and Drug
Administration took longer to deliver

quitca different challenge’shesays. in real time rather than waiting for the  their first approvals. Did she feel justi-
From early in the pandemic, she  tial phases tobe completed. fied in pressing ahead with less data,
ial of her: dto beat records i ingenvis

early 2021 — and “the challenge at that
time was . . . [Britain’s] EU exit”.

She felt the organisation had achance
toaccelerate how drugs were brought to
patients by focusing on the UK’s strong
science base and “real world” data from
its publichealth system.

Last month, that ambition bore fruit
in an announcement that the MHRA
would operate a more streamlined
approval process for the most cutting-

lator at a time when drugmakers were
racing to develop vaccines. She realised

‘For us, itisn't “science
drives regulation’, it's
that we can drive
science and technology’

(m how quickly life-saving treatments
could be brought to market, Raine and
her colleagues were able to inspect facil-
ities and analyse pre-clinical data. She
emphasises this work was done “at risk”,

She corrects: “Not less data, enough
data. And I think the data sets, particu-
larly on the vaccines, were robust and

verywellanalysed.

benefit-risk

forus as regulators it isn't

inthevidewonld’, shesays.

‘science drives regulation’ it's that we

At the time, there were
in Europe and the US that the UK
had rushed it. Did she ever question
herapproach?

“No self-doubt” or “3am moments”,
she says. “The risk environment we
wereinwas extremely clear . .. and the

Raine describes her own managerial
style as “balanced, fair, listening, con-
siderate but with high cxpectations”,
adding: "And they're met.”

Looking back at the past few years,
she believes her working life in some

data we had, and all th pe
pled with those secure vigilance plmm,

was forced to shed anything extraneous

meant
o rcgulatior, she notca, “has Giffered
materially in theirlaterjudgments”.

And she takes pride in the legacy of
the period she not only lived through,

Her by the
the MHRA had set i in train

with inty any of the vaccines or

organisational challeng of leading the

but “The access to those
vaccines has saved around 20ma lives

", with the

The needto reassure Britons that pro-
spective treatments would be safe was

to submit reports about the vaccine,
including side-effects. This, and other

First and foremost it involved “relent-
less prioritisation’, sherecalls.

and if we played a part,
that’swhat life is all about. That singular
goal was what made a leadership role

Those carly

‘With minist

It may not be an ideal time to call for
more banking freedoms. Then again . . .

Rutherford Hall

Messages from memn.w o
Rutherford Hall, critical
communications stmtzyut

Linkedin: 1 tried my hand at surfing in
Morocco this month. When you get it
Tight you feel the exhilarating harmony
of man and nature. But | also took
away a key learning. As the great Laird
Hamilton says, it’s not just about
timing or balance, but understanding
the energy of the wave, the type of
swell, how a wave will break. In critical
communications, we talk about surfing
awave but true thought-leadership
appreciates the deeper dynamics.

‘WhatsApp to Stephen. I'll need to get
back to you on that. This bank crisis is
threatening our anti-regulation
strategy. This is England dammit, are
wegoing to allow a tiny liquidity crisis
tostop us frecing our banks?

From:
Loz Marti om

Lo: PannickKC 1 ouk

Martin, the timing isn't ideal. But we
‘have a compelling story on the need

‘Lhat's very kind of you David but we
preter to keep our role helping with

to unleash banks from
regs and we can't back offjust because:
some minor firms no one had heard

important to step up but we can be a
lot more effective working below the

of (OK, Credit Suisse) fell off the waterline.
perch. that’s capitalism. Eritain has ¥indme on Strava . . .
been barely affected, bar one of our

foreign tech i
bank. Our is that the UK To: k.

model is working so we should double
down on it. The freedom to keep
betting till you need a bailout is a clear
‘Brexit bonus.

We also donft want any buckslding
on actual bonuses. Behind the scenes
were making headway on lower
liquidity ratios, capital requirements
etc. Our slogan “unleash the pow
ofthe City” is playing well, specin]ly in
London. Jeremy Hunt is obsessed with
retaining the City's competitive edge
and disappointed people aren’t more
excited by his Edinburgh reforms.

Tadmit that two months ago it felt
like we'd caught the wave and now —
wipeout. But we need to get back on
the board. There's value in fighting on
for less regulation. We call it our
National Rifle Association strategy.

Best Rutherford

Find me on Strava, KoM Sydenham Hill,
PR London to Brighton 5h 47m

atsApp toPriya: Priya, I nced
some data that shows overregulation is
jeopardising the City's status asa
premicr financial centre. We need
some clever benchmarking to highlight
dangers. Jobs lost, value of business
going clsewhere. Be good if London was
talling back, especially vs New York.

‘WhatsApp to Martink: Our new
survey s very helptul. Am sendingit to
the City minister before we release it.

WhatsApp to Andrew Griffith: Just
wanted to give you a heads-up on this
survey. ¥rankly, it's pretty alarming.
Our competitive advantage is at risk.
Would be a tragedy to undoall the
good work of the Edinburgh reforms.

“There’s value in fighting
on for less regulation. We
call it our National Rifle
Association strategy”

https://ft.pressreader.com/v99f/20230403

OK, maybe the Morocce trip went to
my head, but you have to surf through
abarrelling wave, not into it. ‘fo which
point I really think we should postpone
‘your appearance before the Treasury
select committee. Between ourselves,
we doalot of work with preparing
clients for hearings and this could get
nasty. They will just see thisasa
chance to beat you up and then post
clips of it on Twitter., Best Rutherford
Find me on Strava, KoM Sydenham
Hill, PR London to Brighton 5h 47m

WhatsApp to Andrew Griffith:
Thanks Andrew. I know you get this,
but it’s also worth stressing that the
industry is building a new partnership
with government, backing
infrastructure; funding all those
businesses’ green investments.
Anything that makes it harder to lend
can only hurt the economy.

Twouldn't pay too much attention to
so-called experts like the Bank of
England, Where were they last year?
And remember, our banks stepped up
during the pandemic. Only £4bn in
defaults and no questions asked, well,
except of the taxpayer.

From: Rutherford@Menkwellstrategy.com
Loz MartinK@volponebank.com

Ithink the survey steadied nerves.
‘L'ime to get back on the front foat. It
been a month since Silicon valley
Bank. That's surely long enough for us
all to move on. I his is London’s future
on theline. You haven't any small
teams that we can leak are thinking of
moving to New York have you? just to
keep up the pressure? Best, Rutherford
“If you don't understand the wave, you
can't respect it. And if you don't have
respect for a wave, it only a matter of
time till the ocoean teaches you some.”

— Laird Hamilton

Find me on Strava....
Messages recovered by Robert Shrimsley
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The Dark Side of Pink Floyd's feuding

Relations between former
bandmates Roger Waters
and David Gilmour have
turned toxic even before the
release of rival versions of
their classic 1975 album.

By Ludovic Hunter-Tilney

n the annals of rock feuds, few can
match that between Pink Floyd’s
David Gilmour and Roger Waters
for vitriol or durability. Their cur-
rent state of relations is particularly
bad. With customary Floydian gran-
deur, the areas of dispute range from
geopolitics — Russia’s invasion of
Ukraine, the Israeli-Palestinian conflict
— to who did what on which song.
The fallout now threatens to poison
the 50th anniversary of the band's

‘magnum opus.

‘The Dark Side of the Moon isthe pivotal
‘moment in the band’s history. Dealing
with themes of social alienation and
‘madness, it was Pink Floyd’s first con-
cept album. It was also their first US
number one. As of this March, it has
spent a record-breaking 972 weeks in
the Billboard chart and sold an esti-
‘mated 45mn copies globally.

‘With its iconic cover illustration of a
light ray refracted through a prism, the
vinyl version of this psychedelic behe-
‘moth may well hold an unofficial record
as the most popular surface ever for
rollingjoints.

Its half-centenary is being marked by
the arrival of a remastered edition. The
new Dolby TrueHD Atmos mix is
designed to immerse the listenerin the
album’s soundscape of heartbeats,
clocks, voices, ringing cash tills and
‘majestic songcraft. But it faces rivalry

m an unofficial version — the rogue
orbit of another Dark Side of the Moon. Its
creator is Waters, whowas cjected from
theband in1985.

Pink Floyd’s pugnacious former
leader, 79, has decided to remake the
album as a solo work. It's expected to

arrive in May, although the exact date
hasn't been confirmed. Apparently it
involves Waters adding voice-overs to
the original’s instrumentals, An indica-
tion of what to expect might lic in the

Main: Roger Waters on

stage in Milan last month.

Above: “The Dark Side of

the Moon’ sleeve
Maro naueifhur ot v s

re-recording he released last year of the
band’s 1979 song “Comfortably Numb”.
It jettisons Gilmour’s famous guitar
solos and adds a vocal part by singer
Shanay Johnson. Her voice cries out
across the acoustic space where once the
guitarist’s notes scaled the heights.
According to Waters, the new Dark
Side is intended “partly as a tribute to
the original work, but also to readdress
the political and emotional message of
the whole album”. For many, not least
Gilmour, these words will act like the
alarm clock that goes off at the begin-
ning of Dark Side’s track “Time”. Waters
is a polemicist, determined not just to
air his views but confront peaple with
them. As the warning screened at the
start of gigs on his ThisIs Nota Drill tour
putsit, if fthose Tlove Pink
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Floyd, but1 can't stand Roger's politics’
people you might dowell to fuck off to
the barright now.”

His broad-brush critique of war and
state power in songs such as Dark Side's
“Us and Them?” has sharptncd overthe

David Gilmour, left, and Roger
Waters with Pink Floyd in 1970

labelled him tisemit

implanted in The Dark Sideof the Moon. It
‘wasthe first Pink Floyd album on which
‘Waters acted as sole lyricist. In 2003,
‘whenitturned 30, the bassist told Uncut
magazine that Dark Side was “my baby”,
although he conceded that “Dave partic-
ularly, but Rick as well, had major,
important contributions”, He depicted
the album as a watershed in the life of
the band: “We did some very good work
after that. But we'd fulfilled the dream
and, tous, insome fundamental sense, it
was over, so it was all downhill from
thenon”

His control grew with each subse-
quent album until his bandmates rose
upand overthrew him in the 1985 coup.
Dark Side was the summit of their joint
work, a collective effort that included
others outside their ranks. The cover
was created by the art design group
Hipgnosis. The music’s sound quality
was engineered by Alan Parsons. “The

and cancelled his planned concert there
in May. Among the signatories in a peti-
tion protesting against the ban is Pink
Floyd’s drummer, Nick Mason.

Mason has heard Waters' reworking
of Dark Side. “Anmoyingly, it'sabsolutely
brilliant,” he said at a playback in Lon-
don last month for the Dolby remaster
of the album. The drummer has
remained friendly with Waters (“T've
always been well-known for my fence-
sitting,” he said in 2003). Richard
Wright, the band’s keyboardist, died
in2008. That leaves Gilmour, who is 77,
as Waters' implacable antagonist in
PinkFloyd.

Their differences include the usual
rock-band squabbles about credits:
the release of a 2018 remix of the
1977 album Animals was delayed until
last year by an argument over liner
notes. But Gilmour and Waters are
also separated by profound differences
inoutlook.

Last year, the guitarist reunited with
Mason as Pink Floyd to release “Hey
Hey Rise Up”, a charity single for
humanitarian relief in Ukraine (Gil-

that they would go home and just leave
me to it,” Parsons said in 1977. Clare
Torry was the session singer who
devised and performed the ccstatic
vocal run in “The Great Gig in the Sky”.
“They didn't know what they wanted;”
shelaterexplained.

Roger Watersisa
polemicist, determined
notjust to air his views
but confront people
with them

Waters used to be more collegiate
about the album’s authorship. “There
was something about the symbiosis of
the musical talents of the four of us that
worked really well,” he told Billboard
magazine in 2006. But his re-recorded
version comes with a bristling sense of
‘ownership. “Iwrote The Dark Side of the
oon” he nsisted in his Daily Telcgraph
interview. “Let’s get rid of this ‘we’
crap!” Unfolding against the backdrop
of

mour -in-law).
“Lfind it really, really sad,” Waters said
ofthe songin his Berliner Zeitunginter-
view. Two days later, Gilmour's wife, the
writer Polly Samson, tweeted a livid
denunciation of Waters, to which Gil-
mour added a rejoinder that “every
word demonstrably true”. In response,
Waters said that he would be taking
legaladvice.
Tl

historical events, the
album’s history is thus being rewritten.
The toxic bloom of Pink Floyd’s feuding
is at risk of contaminating the legacy of
their greatest achievement, the work
that gave fullest expression to their
group identity.

The Dark Side of the Moon 50th
_Anniversary Edition Box Set’ is available
now, pinkflopd.

Oneis hostility to Nato am{ US foreign
policy, which has led him to speak
approvingly of Vladimir Putin. “It may
be that he’s leading his country to the
benefit of all the people of Russia,” he
told The Daily Telegraph in February,
overlooking the countless Russians who
have the disbenefit of being dead as a
resultof Putin'swar in Ukraine.
Another flashpoint is his criticism of
Israel’s policies towards Palestinians,
which he likens to those of Nazi Ger-
many. “The Israelis are committing gen-
ocide,” he asserted in the Berliner Zei-
tung, also in February. Such inflamma-
tory rhetoric, and the use of an inflata-
ble pigemblazoned with aStar of David
as astage prop at gigs, have prompted
furious accusations of antisemitism,
which Waters nolessadamantly rejects.
He's currently threatening legal
action against Frankfurt after the city’s

Pink Floyd at
Kew Gardens,
London, in 1969
«clockwise, from
top, Roger
Waters, Richard
Wright, Nick
Mason and
David Gilmour

St Thorgersan

‘When money mules hit the jackpot

PODCASTS

Fiona

global heist worth $2.1bn

in2018 whenso-called

s
in hosted byJean

“money mules”, allegedly recruited by
thel visited 12,000

Lee whoopened the first and only US

cashpoints across theworldand, inthe

news bureau in NorthKorea, andGeoff  courseoftwo hours, enactedacarcfulh
Sturges Se e e 22
andolganlsed crime. Atthe centreof spree. It withaclearnoteof
a practice irati i
i o e Bl TM operation “an extraordinary global
ntheriveting first season of The ‘machines. Longbefore the rise of the flash-mobof crime”.
Lazarus Heist, the Peabody- LazarusGroup,bankshad becnvarned - Theopeningepisodesdigdecpinto
nominated BBC World Service ¥ Barnaby Jack i i
podcast, we heard howeyber thatcash £
wate i theserics openswith ban]ungsysl:ms how lawenforcement
correspondence of workers at Sony audioofa: i the
Picturesin 2014 itonline. i ATMon stage crime and the machinations of the dark
Thehackers wercallegedtohavebeen  and, using his laptop, madeit spew web. Ifthe storytelling sometimes gets
Nort visiting Andso bogged down in detail — Ibegan tozone
revenge on Sony for The Interview, the out duringa breakdown of theworkings
Seth Rogen film that imagined the: of cash machine software— the scrics

assassination of the North Korean
Ieader Kim Jong Un. (Pyongyang
officials have denied involvement and
accused the US of tryingtotarnish their
country’simage.)
Giventheoutlandish nature of the
story, which subsequently tookin
counterfeit currency and an audacious
bank heistinBangladesh, the podcast
seemed likeaone-off. But the Lazarus
Group, the name under which this
shadowy cyber crime collective
operates, turnsouttobeavastand
many-headed beast which continues
tofind new and ingenious waysto
wreak havoc. So now we have a second

https://ft.pressreader.com/v99f/20230403

season, bringingwith it a

The new series of “The Lazarus Heist”
focuses on a story of ATM fraud

comeswitha remarkable castof
characters including a Versace loving
influencer named Hushpuppi, who was
jailed Iast year for money laundering,
andadark web fraudster hilariously
known as Big Boss. Thisis the kind of
story that would make aterrific
Hollywood movie, though that would
probably be asking for trouble.

For further tales of online
skulduggery, Hacking Humansis a
surprisingly fun and accessible series
oncybercrime. Hosted by Dave
Bittner and Joe Carrigan, it covers
everything from dentity theft, phishing
scamsand ransomwareattacksto AT
and decpfakes.

16/20



2023/4/3 22:26

Monday 3 April 2023

FINANCIAL TIMES

Financial Times Asia

FT BIG READ. MIDDLE EAST

Syria’s first lady, who still holds a British passport, now plays a leading role in aregime that is taking
control of vast swaths of the economy and plundering the wealth of its people.

By Raya Jalabi

hen Bashar al-Assad

visited Abu Dhabi on

March 19, it was secen

as the latest sign that

the Syrian dictator is
quietly being rehabilitated by his peers
intheregion.

But the trip was especially notewor-
thy forthe fact that he wasaccompanied
by his wife, Asma al-Assad. Dressed
head to toe in white, Syria's enigmatic
first lady stood out on her first known
trip abroad since the outbreak of war
overadecade ago.

Asma's presence underscored some-
thing little understood outside Syria:
‘how a woman initially sidelined as an
obstinate young newly-wed with lofty
‘western ideals has since risen to become
one of the most powerful people in the
country, at the apex of the country’s
ruthless

In public, she stylcs herself as the
Mother of the Nation, radiating mater-
nal care as she tends to Syria's military
families, cancer-stricken children and
survivors of the February 6 earthquake.
She sports delicate ribbons in her hair,
‘her petite frame draped in dresses sewn.
by the widows of men martyred in her
husband’s war.

But privately, Asma has manoeuvred
herself into a position of remarkable
power, :mcnrdmgm xmermws with 18

tions, including heads of bnsincss, ajd
workers and former government offi-
cials. She now controls some of the key
levers in Syrid's battered economy, both
as policymaker and profiteer, helping
consolidate the family’s grip over a
countryin bloodied ruin.

AnexJP Morgan banker, Asmasits at
the head of the president’s secretive cco-
nomiccoundil, staffed with the first cou-
ple's close acolytes and business associ-
ates. Her NGOs have helped build the
Assads a vast patronage network, while
controlling where international aid
‘money flowsin the country.

As earlyas 2020, “it had become clear
that Asma was becominga central fun-
nel of economic power in Syria,” says
Joel Rayburn, who served as special

The rising influence of Mrs Assad

envoy for Syria at the state department  Asma al-Assad

under President Donald Trump. has risento
Her fingerprints can be detected become one of

across multiple sectors of Syria's econ-  the most

omy, including real estate, bankingand  powerful

telecommunications — albeit obscured  members of the

by shell companies, free zones and off-  country’s

shore accounts owned by associates. ruthless ruling
That economy is teetering on the family. ‘All of

brink of collapse, hampered by years  Syriais

of conflict, unpaid debts, western sanc- ~ now Asma's,’

tions and the financial m]p]usmn in  sayseme

Lebanon, for i
Syrian businessmen. Below: the first

But much of what remains is split
between Bashar, his younger brother
Maher and Asma. Together, they have
cannibalised Syria's traditional mer-
chant class and created new ways to
profit from the war, Syrian businessmen
andam)ysns say.

‘Her name, in particular, has become
shorthand for an era of financial consol-
idation by the presidential couple and
their circle. As one Syrian businessman
says: “Allof Syria isnow Asma's”
Anauspicious match
Asma Akhras, 47, wasborn and raised in
west London. Peaple who knew her then
recall a clever, charming and ambitious
young woman, more comfortable

than Arabic.

After marrying Assad in2001 she had

a bumpy start in Damascus, hampered
by her formidable mother-in-law who
sought to restrict her role to mother-
hood. Asma dedicated herself to politi-
cally uncontroversial initiatives in tour-
ism, culture and education.

n2007, she setup the Syria Trust for
Development, an NGO that would raise
her profile and become an essential too]
for the regime during the war. In early
2011, just as the Arabuprisingarrived in
Syria, Vogue published a profile describ-
ingherasthe “roscof the desert”

Then came the civil war. During the
worst of the conflict, Asma retreated
from public view, as her husband’s
regime tortured and killed hundreds of
thousands of people and drove millions
from their homes.

By 2016, with Assad’s forces back in
control of much of Syria, she was out
in full force. Asma drummed up public
adoration in the Alawite heartland
through her charity work. Her battle
with breast cancer in 2018 helped bring
the Assads closer together and soon
after, Bashar entrusted his wife with
partsof Syria’s economics portfolio.

While Asma recovered, the country
was facing increasingly dire straits. The
economy was in freefall. Widespread
shortages of essential goods became
the norm, as the government hacmor-
rhaged cash to fund military spending,
public sector payroll and subsidised
goods. The regime was also deeply in
debt to Russia and Iran. Then came the
financial meltdown in Lebanon, which
wiped out many Syrians’ savings. By

lady waves
with disabled
children in
2018 duringa
ceremony at
Damascus
University

FTmantage centy mages!
‘o omar Sanadi eters

“You have to
remember
thatyoure
not talking
abouta
normal
capitalist
system
The opacity
ofthe
systemis
intentional’

December 2019, the currency had lost
more than 95 per cent of its prewar
value against the dollar, impoverishing
swaths of the population.

These complex demands forced the
regime to take drastic measures that
cemented Bashar and Asma’s near-total
grip on the economy, according to Syr-
ian experts, businessmen and peaple
with insight into the regime’s opera-
tions. Efforts to reach the government
for comment were unsuccessful.

In 2019, the Assad regime lmplEr

accounts directly controlled by the
presidential palace, which people with
insight into the regime’s thinking say
are largely used for the Assads’ patron-

He is officially economics adviser
to the president, but also sits on the
clandestine economic council that
Asma chairs. Unofficially, he takes on

age and personal enrichment. ‘many of the companies that business
&2 owners have been compelled to sell,

Asma'scircle according to four businessmen in the

Th i i id  region,and insight into

to have been thought up during meet-  regimeoperations.

S - = e

economic council that Asma chairs, Syr-

ian experts and sources with insights

intothe regime’sthinking say.
ik th

pany documents, including telecomm-

unications companies, tourism, con-

struction, real estate, private security
doilfi ording to Karam Sh

mented what Syrian
experts have called a “mafia-like” cam-
paign to shake down the businesselite —
including those who supported the
Assads throughout the war — which

continuestothis day.
The shakedown began in September
hend i were

formal cco-
nomic committee, this one is little-
known outside the palace gates and
implements the regime’s more clandes-
tine asset seizures.

It is unclear how involved Bashar is

viththe council. Some people think the
h

summoned to the Sheraton Hotel in
Damascus, and asked to deposit US dol-
lars into the central bank to help stabi-
Tise the Syrian lira or they wouldn't be
released. According to some accounts,
the total value of the deposits were in
the “high hundreds of millions”.

‘The seizures have become common-
place. Fnrsmm alegal pmzx:;xuscdm

in tandem
omy, his cmﬁllly sttt
giving him cover. But others say it is
Asma’s pet project, given her back-
ground in finance. “She’s very influcn-
tial [on him]” says a veteran Syrian

95% $4,500

aseniorfellowat the New Lines Institute
who hastracked Ibrahim’s activities.

Other key associates had early starts
in the first lady’s office, including Lina
Kinayeh, who previously headed Asma's
office but is now a ministerial adviser.
She is one of the palace’s private sector
liaisons, three well-placed sources say.
‘When sanctioning her in 2020, the US
Treasury noted she “has conducted a
range of business and personal activities
onbehalfof [Asma]”.

Another of Asma’s close affiliates is
Khodr Ali Taher, owner of Syria’s big-
gest retail phone and IT operator,

Howmuchby 2019

seemingly at random to find vlulal:mns
that can be leveraged for hefty fines.
‘This can include overlooked back taxes,
customs or currency violations on
imported goods, or fresh tax rules
applied retroactively, according to five

EmmaTel,and a
economic council. Many believe he
in2019

Iostofprewarvalue

businessman wheo knows the Akhras
famil,

Y-
The highest-profile victim of the
far is Bashar’s maternal

In many instances, the company’s
executive is detained and their assets
frozen until their families can pay the
fine —typically in the mid six figures.

One prominent Syrian businessman
describes how he was stopped on the

of Damascus in summer last year
by members of the security forces who
politely asked him to accompany them
back to a nearby office. He was then
quietly putinto solitary confinement for
14 days and thereafier given a choice:

cousin Rami Makhlouf, who was
thought to control more than half of
Syria’seconomy before the war. In 2019,
authorities ransacked his sprawling
Ampu‘elndfnrcedhlmlnhaud over his

on her behalf; Emma was Asma’s angli-
cised childhood nickname in London..
Misplaced trust
A key power base for Asma, and a prime
source of patronage, is the Syria Trust.
It is run by her close associate Fares
Kallas, formerly her senior aide.
Analystsand aid expertssay her expe-
rience managingthe NGO allowed herto
craft a systematically corrupt humani-
tarian assi in the country,

b et e
pany, Cham Holding, and Makhlouf’s
crown jewel, SyriaTel, the country’s
largest mobile network. In doing so, the
Assads brought one of their main cco-
nomic rivals under their control. Asma

‘with her network at its core.

From the start of the war, “NCOs
couldn't operate without having contact
with her;” says the veteran business-
‘man. Syrian sources and aid workers
‘have said the relationship was so blatant

Makhlouf’s charity that Asma would host meetings in her
Mcm:y collected this way nnrmally control over the aid sector. tiate international NGO contracts.

bypasses tax collection accounts and is
instead sent to charity funds or bank

https://ft.pressreader.com/v99f/20230403

Close affiliates of the Assads are eve-
rywhere, including Asma’s cousins and
one of her brothers, who run several
businesses closely associated with her.

Aid groups over the years have fre-
quently conceded to the Assad regime’s
demands, fearful of losing access and
under pressure to keep humanitarian

The presidential couple’s names, help flowing.
however, are not on any documents. The xcgcmc routinely restricts access
“Youhave to yourenot to , diverts aid towards its

i itali preferred ities and insists on

‘where you have quarterly reports and
transparency,” says Eyad Hamid, a
rescarcher at the Syrian Legal Develop-
‘ment Programme. “The opacity of the

the hiring of officials’ relatives. It has
allso targeted rival groups to help Asma
consolidate control over an industry
with a guaranteed influx of cash. Last

system isintentional” year, a children's NGO yas forced to

Among their chicf i s Yas- ided their
sar Tbrahim. Largel i oftheirstaffin
D JS sanctioned him

in 2020, his name is now the only one
that matters, according to 12 business-
men, analysts and people with insight
intothe Assads’ inner circle.

l,
edgeof theraids.

It also requires UN bodies and aid
groups to partner with government-
affiliated agencies the Syrian Arab Red

Tthad
become
clear that
Asma was
becominga
central
funnel of
economic
power in
Syria’

Crescent and the Syria Trust. These
were the key partners distributing post-
quakeinternationalaid.

The Syria Trust network includes 14
affiliated subsidiaries and programmes,

including a university, a microfinance
initiative and cultural heritage arm. But
its work in the humanitarian space has
repeatedly raised alarm bells. It did not
respond to a request for comment.

‘The Syria Trust's website says it has
generated “unanticipated income” via
its construction company Deyari. The
firm has won tenders for UN projects in
recent years, and works on an Agha
Khan Foundation project inold Aleppo.

AUNHCR 2018 audit report is critical
of an unnamed UN partner that con-
tracted a company it “fully owned” to
rehabilitate shelters for approximately
$400,000. The partner was the Syria
Trust and the cnmpany was Deyari,
accordingtotwo so

Inresponse to qucshbns fromthe FT,
the UN said its partnerships with the
Syria Trust have become “much more
limited” and are often necessary
because of their “institutional role”. In
all cases, their performance is regularly
monitored: “Partnering does not imply
giving carte blanche,” says Francesco
Caltieri, who until March was a senior
UN official in Damascus.

But the UN also pays millions of dol-
lars — $12.3mn in 2021, according to
Shaar’s analysis of its latest data — for
staff to stay at the Damascus Four Sea-
sons Hotel. On paper, the hotel is major-
ity owned by a businessman named
Samer Foz who was sanctioned by the
US over his ties to the regime. But four

ian businessmen, two experts anda
relative of Foz's suggest that a portion of
itsprofits ends upwith Asma.

Even as sanctions pile up against her
family and associates, Asma has seemed
unfazed. Last October, she was photo-
graphed wearing a 2021 Valentino dress
worth $4,500 — at least 200 times the
average Syriansalarytoday.

She has held on to her British pass-
port. Reports resurfaced in 2021 that
the UK was looking to strip her of her
citizenship over human rights viola-
tions, but it has yet to happen. She her-
self was sanctioned in 2020, along with
herparents, twobrothers and eldest son
for accumulating “ill-gotten riches at
the expense of the Syrian people”. Her
parents still live in London, while both
brothers now livein Damascus.

‘With most of their economic rivals
castout, some say the presidential cou-
ple are now collecting assets simply to
project power. “They certainly don’t
needall the money they've collected for
just themselves” one Syrian business-
man says. “T think they’re just buying
up property and landmarks for prestige

and dominance, to make sure cveryone
knows who'sin.

With reporting by Andrew England in
London and Simeon Kerr in Du
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“Without fear and without favour”

Four ways to make it easier to wind up failing banks

The resolution mechanism
needs overhauling after
therecent turmoil

as deposit insurance and central bank
funding. Days later, Keller-Sutter and
colleagues were able to push Credit
Suisse into the arms of UBS. In the proc-
ess, though, they wiped out the contin-
gent convertible bonds that were sup-

develop. A 24/7 crisis requires a 24/7
response. Itis no longer enough for the
US Federal Reserve to limit opening of
its discountwindow to a few hoursa day.
The Fed might also consider widening
the range of securities that can be

“A globally active, ically impor-
tant bank cannot simply be wound up
mcnrdjng to the ‘mn bigw fail’ y]an »

ed to

against loans from

lished hierarchy of liabilities. The
“coco”, an important new tool in the

wasshownto

fi last
L gl Ui ol b ot
ble. In practice, however, the cconomic
damage wouldbe considerable”

o unfit for purpose.
Four main adjustments would make
orderly resolution of an imminently

the window and make permanent the
new Bank Term Funding Program it set.
up in the wake of the SVB implosion.
Third, deposit insurance regimes
need to be adjusted, since the percep-
tion at the moment is that all deposits
arede facto guaranteed. This is delicate.
A permanent backstop would increase
‘moral h: to banksto

Fresh from crafting the rescue-by- bank easier to achieve.
takeover of Credit Suisse, Karin Keller- As US president Joe Biden suggested
Sutter identified a clear problem. Bank  this week, d firstly to fac-
resolution, the supposed gold standard tor th: impact of s}mrp intﬂ:sl rate
of emergency regulatory action, cast in stress
the heat of the great financial crisis of wmng ol institutions ahead of periods
2007-08, may of monetary , and bring mid-

The bank resolution mechanism
clearly needs overhauling before the

sized banks back under the stronger
Dodd-Frank rules applied to systemi-

next round of finandial turmoil. cally important peers.
The digitised speed of the run on il Sllpemsurx and central banks also
conValley the sheer speed with

ft.com/opinion

with other emergency measurcs, such

whlch an online run on the bank can

pursue nsky strategies. A temporary
backstop of all deposits, as suggested
by Sheila Bair, former chair of the US
Federal Deposit Insurance Corporation,
would require careful design to avoid
anypossible runs on fragile banks asthe
guarantee perioddrew toaclose.

‘What is clear is that if mutualised
deposit guarantee schemes’ cover wid-
ens, banks must pay a higher price to

The ‘coco’, an
important new
tool in the
post-2008
regulatory box,
was shown to
be unfit for
purpose

participate. Rules on the assets ba
banks’ depasits must be stricter, and
must be fortified against any attempts
to loosen them later.

Finally, after the Credit Suisse rescue,
bank supervisors must codify the inves-
tor hierarchy and ensure it is applied
consistently acrossjurisdictions.

‘The SVB and Credit Suisse cases have
drowned out banks’ calls to loosen the
rules and should curb governments’
desire to use laxer regulation as a com-
petitive tool. A safer, if less profitable,
banking system built on fortress-like
capital structures s again the goal.

But the recent turmoil is a reminder
that when banks teeter, local politics
and pragmatism tend to trump purism.
Such ad hoc decision-making fuels fur-
ther uncertainty. More than a year went
bybetween the first credit crunch trem-
ors in 2007 and the collapse of Lehman
Brothers in 2008, Now would be agood
time to reinforce the predictable frame-
worlcthat was meant toavoid a repeat of
thaterisis, before the next quake.

Opinion Japan

The disguised blessings
of demographic decline

Leo &
Lewis
LN ,}
t the age of 15, Akino
Imanaka already boasts a

fabulous resume. She
graduated — as all her

liberating. She in particular has expe-
nenced under admittedly extreme
— the
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Guns before butter — Europe has to choose

Janan Ganeskis opinion piece “Western

mchmzamilheludn Pacific. While

voters will the peace
dividend” (Opinion, March 29)
explores the trade-off that voters will
have to make between guns and butter
in the west. As retirement age protests
sweep France, this concern is valid —
‘western European voters today don’t
know what it’s like to live without the
“peace dividend”,

But ultimately, they soon won't have
a choice. The US, on which Europe is
largely dependent for its security via
Nato, is increasingly shifting its focus

war in Ukraine has
slowed this pivot, it the

the challenge of a peer or near-peer
competitor in the Pacific, Europe will

find itself and insecure.

underlying calculus behind it: America
can’t be the chief security guarantor to
everyone, everywhere, all at once.
‘When tensions all but inevitably
spike between the US and China, the
focus of my fellow Americans will not
remain on the European continent.
“When equipment and manpower
deployed through Nato and our
bilateral security agreements is
reduced or eliminated entirely to meet

Only the voters of western Europe
have the resources and manpower to
correct this imbalance.

If Europe is to remain free and
prosperous, they'll nced to make a
choice for guns over butter that today
seems inconceivable.

Robert Clarke

Director of Foreign Policy Marketing
Stand Together

Alexandria, VA, US

It should be more difficult
to withdraw large deposits
Martin Wolf| several

empowerment of scarcity. Others can
expect smaller-scale versions of that
force to work in their favour in the

‘Evenifthe Recruit Works projection
is a little off and even if the economy
itself is forced into big structural
changt hylhcnmclhﬁlmmaka n-

“ways to fix the bank problem”
(Opinion, March 22). He focused on
the conflicting roles that banks play
and the alignment between bank
liabilities and assets. Fixing the
banking system will take time. In the
interim, addressing two wealnesses in
the current system would moderate the

teachers expected — at inabout six P that can producea

the top of her class, was the natural  years time, the labour market, which crisis overnight.
choice as student president and was  today offers 134 jobs for every 100 First, it should not be so easy for
picked to represent Oteshima Junior available workers, will have millions clients to withdraw large deposits. Fo

ligh i ] of positi d example, a condition for exten

Tthelped, certainly, that she was her n thmry, this cohort can foresee a guarantees beyond the 3750,000 limit
school'sonly pupil. Japan of

Imanaka’s sign-ofthe times solo  a gxeat deal more than it did other conversion of excess s.gm dtposli: into
graduation in achild. of It may, asa conse-

Kagawa prefecture fits elegantly into
the reccived despair-scape of Japan's
future.

Lifc as the country knows it, lament

quence, be far more accommodating
to their ambitions, more responsiveto
their complaints and, perhaps most
riticallyifthey choose e of cntre-

ble peril. The dividend, though, is less
often discussed: in the middle of the
great coming upheaval, attitudes to
Tisk-taking, unrewarded loyalty and
enduring the unendurable may prove
vulnerable as well. Just as many might
daydream of a level of financial com-

Younger job applicants
can now ask a question
once seen as impertinent
“What can you do for me?
fort that grants the individual total
freedom to bargain, berate or just

walk away from an employer, Japanis
abouttofindout whether its youngare

their first,
second and even third failures.

To anextent, say recruiters and hir-
ing managers, this shift has already
begun. Even large, household-name
Japanese companies report a gap
between their ideal intake and what
they actually get these days. As that
gap has widened, the HR job has
changed: once a fairly one-way proc-
ess of selection, it has become one of
suasion. Many say they now face a
question from applicants that their
former abundance once made imper-
tinent: “What can you dofor me?”

Companies will also see their mag-
netism fading beyond the point of
recruitment, as staff realise that scar-
city grants them the ability to walk
away from anything they donot like —
bullying, excessive overtime, sexism

alent of “forget-you money”.
‘The country’s demographic news is.
decidedly grim, and the long-term

might.

But the greater empowerment may
take the form of encouraging the
Imanaka generation to experiment
with th inways that they —

always have been. The young and the
taxpaying will be heavily outnum-
bered by the old and tax-d

or more often their parents — would
previously have viewed as too risky.

and monstrously indebted ]npem can-
not borrow from

Japan's ay those
directly involved in it, is not only
isk capital, butof

‘without some reckoning.

The shorter-term discomforts are
also starting to feel very real. Over-
time caps and chronic shortages of
lorry drivers, forecasts a Nomura
Rescarch Institute survey, will leave
‘more than a third of domestic cargoes
undeliverable by 2030. Population
shrinkage and ageing, said a reverber-
atory report by Recruit Works Insti-
tute, will create an 11mn-worker
shortfall by 2040. Last weck ended
‘with the government unveiling its lat-
est plans to reverse long-term birth-
rate decline after a warning by Prime
Minister Fumio Kishida that the con-
sequence of inaction was nothing
shortof societal collapse.

Tough stuff for CEOs, for sure. But
conceivably, for [manaka and her
cohort of 15-year-old Japanese, quite

people who feel comfortable taking
the risk. The calculus changes com-
pletely if the risk can be taken know-
ing that a staff-deprived corporate
sectorstands ready (if not happily) to
act as safety net for those who took a
chance thatdid not workout.

There are many factors that could
prevent this playing out anywhere
near as neatly as described. But, for a
period at least, the perception of
inflection may be hugely empowering
on its own. Imanaka told local media
that, asa carcer, she was interested in
education or welfare. Japan's gradu-
ate-ravenous economy may have
grander ambitions for her; demo-
graphics mean she can do exactly as
she pleases.

https://ft.pressreader.com/v99f/20230403

msmm:y They muld ik w!ﬂ:dnwn
early with a penalty.

Second, it should be easier for banks
to increase their liquidity. For example,
it could be possible for banks to borrow
from the Federal Reserve with 100 per
cent of the book value of their longer-
term assets as collateral. These fixes
‘would not be necessary if bank
liabilities and assets were perfectly

‘Woodblock print of actor nwanzaln

Playing video games in an
investor meeting is red flag
It's OK to be boring, especially when
your job is to protect people’s money.
Bragging that you have the “coolest
bankingjob in the entire world” (Top
Line, FT Weckend, March 18) as Greg
Beckes- Von of the wow elbiomal
silicon Valley Bank, did should be
taken as  red flag. “Cool” and fiduciary
duty are not easy bedfellows. Bankers
are not Disney princesses and movie
stars. “Cool” does not factor into it.
In the now nfamous SequotaCapital
article about FTXs Sam Bankm:
Fried, “cool” behaviours such as
playing video games during investor
meetings were taken as signs of genius.
However, it should be basic common
sense that one should not give billions
of dollars o 2 young man and his frat
il bcanat Ty Gl rer

Gonjiiré I as'

aligned. But we are far from that
nirvana today.

Henry Birdseye Weil

Senior Lecturer

MIT Sloan School of Management
Cambridge, MA, US

went to good schools, and are fun to
hang out with.

So please, do the due diligence, fillin
the compliance reports, ask the tough
questions, and leave being cool to
'l‘l.k'l'ok creators.

Did Kishida’s Kyiv visit
trigger Mongol memory?
If in his picce on how the merging of
geopolitical rivalries in Asia and
Europe has disturbing echoes of the
1930s, Gideon Rachman had extended
his analysis to 13th century Russia,
China and Japan, the insight might
have been even more interesting
(“China, Japan and the Ukraine war”,
Opinion, March 28). For when Japan
was attacked by the Kublai Khan's
Yuan navy in 1274 and 1281 the whole
Eurasian area, including prescnt-day
Russia and China, was under the
Mongols. The present populations of
Russia and China are descendants of

Genghis Khan.
So when Vladimir Putin and Xi
Jinping met, could it be that the
‘memory of that 13th century Mongol
attack came back to haunt Japan,
persuading its current leader, prime
minister Fumio Kishida, to do
something to defend his country from
the new Mongol power. It is almost as
ifin Kishida’s visit to Kyiv he was
channelling Hojo Tokimune whowas
Shogunate of Kamakura Bakufu and
who beat back the Mongol force — with
the help of a powerful storm.
Rei Grossman
Fremont, CA, US

The Labour goose and the
Conservative gander

Robert Shrimsley writes of “the rapid
and ruthless marginalisation of the
hard left” in the Labour party under Sir
Keir Starmer (“Britain’s new stability
rests on shaky ground”, Opinion,
March 30). ook forward, without real
hope, of Rishi Sunak undertaking a
similar ruthless marginalisation of the
hard right within the Conservative
party, and its disproportionate
influence on the government.

MIDWEST

Wisconsin
fish-ftyers
play down

Trump’s
indictment

by Patti Waldmeir

s wrong. Wrong! That district
hould be disbarred”

immigrants: three blue collar US

$4mn in 24 hours after the indictment

y h who helped power — and who knows what might happen
Suzanne Windle, 62, voted for | Trumps rise in the Midwest. when he turns himself in to New York
President Donald Trump in 2016 d —but
and 2020 and she leapt to his clip, pled inshedesofbeige lna Wisconsin pollster Charles Franklin,
i e director of the influential Marquette
the first ex-president inUS history to | a polka played mth:aucqrd.mn—d)c Law Schoal Poll, says he thinks any
face criminal mdmtmentlry ‘music and food of my Midwestern rally could prove temporary. Trump's
Manhattan district attorn childhood. And we talked about what | Republican favourability ratings have
Bragg. Andshcd:dll.mthmcﬂyth: comes next: Windle says she's “on the 70 per cent no matter
mixof vehemence and outragethat | fence” but that she's “leaning towards | what, he says. Even impeachment
Trump is counting on to give him [Florida Governor Ron] DeSantis — proceedings had no impact.
another shot at the US presidency. because with him you just dor't have DeSantis is a threat preciscly
all this bullshit” — by which she because he is favoured by the same

‘But signs are that Trump had better
i iice befc ing on voters

legal and other “dramas”.

like Windle, whom I met when
savouring one of the cultural rites of
Midwestern springtime, the Friday
night Lenten fish fry at the Polish
Centre of Wisconsin. Windle —and

An 18-year-old volunteer, who

dnesn’t declare,” he tells me.

Democrats,

and voters

Tfind myself running into more and
‘more: the kind that passionately
defends the former president, but isn't
sure they want to vote for him again.

“Asmuch as I like, or liked, Trump,
itjust would be too polarising to have
‘him run again, I don’t think he will be
the nominee — but the Democrats will
do anything they can to prevent it,”
says Comiskey. And it's not just

an.hlsmdm_hzr[znmnﬁshfnﬂm

temporary effect on his electoral
prospects. Its unlikely to motivate
Republican or independent voters to
come to the polls for him — or inspire
Democrats to turn out against him,
they said.

One diner, carefully helping his wife
into their SUV after a fish dinner at St
Thomas Aquinas Catholic church in

the indictment’s motivation in this ‘Wisconsin, says the indictment will

way: 62 per cent of Americans told not affect anyones choice of

one poll last week that they thinkitis | candidate. “Ilike my Ford, you like

‘mainly motivated by politics. your Chevy, nothing is going to change
‘Windle is Polish by birth, Comi: that™

Irish and Htalian id it raised

voters who like Trump, his polling
shows. “He’s not the candidate of the
never-Trumpers, he's a threat from
within the Trump coalition,” Franklin
tells me. Maybe that's why Trump
scored 71 per cent favourable ratings
on the latest Marquette poll, but
would still lose if paired directly with
DeSantis: 52 per cent of Republicans
chose the Florida governor and only
46 per cent Trump when paired head
to head. In a presidential battle, the
same poll found, Biden and Trump
would each get 38 per cent of the vote
with 20 per cent wanting a different
candidate. In a DeSantis vs Biden
contest, DeSantis got 42 per cent and
Biden 41 per cent.

The one thing the Wisconsin fish
eaters agreed on s that this won't help
heal America’s political divide.
“Trump really polarised the country”
Comiskey says. “ don't think we will
ever be the same again”.

‘The writer is a contributing columnist,
based in Chicago
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BRITAIN

anks are the Achilles heel of
the market economy. The
combination uf risky long-

id liabili-

ties r:d:tmlbl: atparisa
standing invitation to illiquidity and
insolvency. Contagion is also a perma-

nent danger. Th

‘have reminded us of these realities.
So, what lessons should be learnt,

* FINANCIAL TINES 9
The UK must learn its own lessons from the banking crisis Anoutdated
criminal
First, an open financial entrepot like  risks created by such lossesthan those  ment. These are not just i o caseoE
the UK is vulnerable to regulatory fail-  inthe US. busi but also utiiti luti 1SBC recor dS S stem
uresclsewhere. Thus, asBailey stressed,  account in both capital and liquidity  in  number of ways by taxpayers. In  tion from mgfmmgm its takeover of .
it was helpful that SlhmnVa].leymnk i this case, SVB UK, th has opened a ﬂ]lg us Clll
UK wasa ringfe ota Fifth,bai of millions of dollars out of the bank potentially dangerous loophole. This
branch. That x]luwr:d the UK to resolve significant. If depasitors believe Lhcy while it was being driven into the ncedstobeclosed assoonaspossible.
it quickly , banks will be encour-  ground. Thereupon, depositors were  Finally, the best protection against
Seronditheatiey o7 Crelii Sutesc) | el T belire o s iereapiie | raenea by Tatpayeas Thsfmchaatabe | oameiou] Ivage | iiking & ioca 12 oo
shows that policymakers may find it manner. So, any bank whose losses  prevented. As Charles Goodhartofthe  quent smaller ones. Fear works. We | Michael
hard to impose arderly resolution on  might be baled out must be regulated  London Schoolof Economics has oted,  have seen, for example, some unwise | -
politically sensitive institutions, even ‘managers who fail to manage success-  deregulation. That of smaller banks in astings
whenaplan forit exists. The UK author- fully must share — and know they will  theUSin 2019, which contributed tothe
ities need i bow A <hock like this should  share—in the losses. They shouldbear  recent crisis, is a powerful example.
theywould have done betterina similar < ~ personal financial liability. Thatchange  Pressure for deregulation has also been
case. Ringfencingof the domesticretail  1112k¢ Mindless deregulation  might permit liberalisation, evenaboli-  growing in the UK. A shock like this he UK currently has more
bankdidnotavid the probleminthat | yyllese risk talking  tiom of the UK oncrous“senor man- - should make minlessderegalation s than a million job vacan-
case. Tt ) ) =  regime. appealng o polticans and mindless cies. And while ministers
Third, if resolution is so hard, it is less appealing Seventh, think carefully about open-  risk-taking less appealing o bankers. scramble to plug this gap,
even more important for banks to have ing holesi regimeinan  Both | ight have been learnt in there is a common sense
so much credibly loss-bearing equity  as systemic. Again, this risk can be The ringfencing recom- forawhile. I intheface. A solu-

including in the UK? As Andrew Bailey,
governor of the Bank of England has
reminded the House of Commons
‘Treasury Committee, “Banking is an
international industry and the UK is a
significant financial centre.” The UK
wants to enjoy the benefits, while mini-
‘misingtherisks. Whatis, atleast sofar, 2.
“mini”crisisisa reminderof the risks.
So, whataretheobviouslessons?

and debt and such strong liquidity that

all depositors will feel safe. Otherwise,

there are likely to be runs and bailouts.
Fourth large holes in the regulatory

reduced with higher equity capital and

“bailinable” debt and stronger liquidity.

Equity and long-term debt should also

bewritten down before deposits. Alter-
ey 1dbe

‘mended by the Independent Commis-
sibnan:nﬁng(wf whichwasamem-

The regulatory regime and bank
isionin the UK:

tion that will reinvigorate our work-

uper
ite effecti Ul(lnnk:rsa]snmm

ucmﬂhmlhngﬁumthemksmmd

ket value ufpmt(nhoc caused by higher

formal insurance of deposits, with pre-

area rel
cxample. The British authoritiesappear  Sixth, the story of SVE shows the
to have been much of the of

by the relatively
certain UK banks. That is a far smaller
concern for the US, where domestic
activities are so large. Ringfencing was

‘manage-

togive regulators and the

have been quite sensible. So, we did
learn from the last crisis. That is good.
The best result of the present shock is
that it should reinforce those lessons.

martinwolf@ft.com

rce,
cquity and make our communiticssafer
— we must reform our outdated crimi-
nal records system.

More than 12mn people in the UK
have some form of criminal record.
Most of thescare for minor infractions,
often decades old, and yet they sill pre-
vent individuals from gaining stable
employment —even when the offence

Shadow banks
could yet
cause trouble

BUSINESS

fyouaskeda few months agowhere
the next financial crisis might
emanate from, most people prob-
ably wouldn't have said regional
banking. Rather, they might have
sguessed at the shadow

Consider, for example, the trouble

in commercial property loans,
and private equity real estate funds.
This is where the shadow bank and
small bank stories meet. Small banks
hold 70 per cent of all commercial
real estate loans, the growth of which
has more than tripled since 2021.
Following the casing of Dodd-Frank
rules for community banks, smaller
financial institutions havealso invested
more in riskier assets owned by private
cquity and hedge funds (as have other
institutions looking for better returns,

‘which has grown dramatically since the
‘global financial crisis of 2008. It remains
far less regulated than the traditional
‘bankingsector.

‘When the pandemic hit, non-banks
such as hedge funds and open-ended
money market funds pulled out of
key credit markets, forcing govern-
‘ments to intervene to stabilise things.
As Treasury secretary Janet Yellen said
in a speech last wek, “Put simply, the

Small bank funding to commercial
real estate is now tightening. This,
along with interest rate rises, is putting

investment trusts such as Hudson
Pacific Properties and Vornado Realty.
It is possible that concerns about com-
mercial real estate will start to expose
other vulnerabilities — or at the very
least asymmetries — in the financial

d pressure on
property values, which are now below
pre-pandemic levels. That will curtail
capital flows, derail investments and
‘put pressure in turn on private equity
funds with loans that are maturing,
orwhich need equity injections.

Consider, for example, how rich

P'm not saying that these institutions
53 s

‘work, the power systems that light our

— the major private equity firms are
flush with cash. According to data
provider Preqin, real estate ﬁmds

Itis a process that has been sped up
by posi-Covid fiscal stimulus plans in
the US and elsewhere which have

with the jobat hand.
nm 27 per cent of cmployers say they
would not hire someone witha

record. These workers have skills and
experience to offerand we should notbe
holding them back — cspccil]ly when
the economy iss|

Societies that t.hnva are the ones that
get the most out of their people, and
work is one of the most effective means
of lifting people out of poverty, raising
productivity and increasing social cohe-
sion. Ensuring those who have paid
their debt to society find gainful
employment allows them to provide for
themselves and their families, but it also
helpsgive them the purpose and dignity
necessary to move on.

Throughout my career I have consist-
ently found people who have been
through the criminal justice system to
be conscientious, hardworking and
loyal, and my experience is far from
atypical. As for businesses in the UK

These workers have skills
and experience to offer
and we should not be
holding them back
that employ people with a criminal
record, 81 per cent say that they posi-
tively contribute tosocicty.
We need reform of criminal records
chzcks to help mamempluym tapinto

in general have the equi

18 months of equity held in reserve,
though as TS Lombard points out, that
«could dry up: Butit’ssafe

stone, Apollo, Carlyle and others
became on both residential and com-
mercial real estate in the wake of 2008.
This was partly because they were

to say that the combination of falling
values, higherrates and a credit crunch

public-private infra-
structure partnerships. The Infrastruc-
ture Investment and Jobs Act in Amer-
ica, for example, had less publicinvest-
ment than i d, but intro-
duced a host of new concessions for

Figipeniiel deﬁulh; Perhlps mare

The opening quote in Christophers’

AsarecentTSL

Covid shock

of structural vulnerabilities in non-
banks.” Yellen pointed out a number of
‘ways in which US regulators are trying
to better monitor hedge fund leverage
and address liquidity mismatches in
open-ended funds and money markets.
‘These can, when under pressure, “break
the buck”, leaving small investors with
biglosses.

2023 is expected tobe high. This means
assct managers may be forced to go to
investors for more capital (which will
be a tough negotiation at the moment)
or sell property out of their portfolio
tocover loans.

‘This has the feel of a doom loop to me-
Big real estate indices had alrcady
turned negative in 2022. Last month,
the C: iz

Tt'sgood
ing on shadow banks, s
bet that this is where the real nexus of
riskin2023and beyond willlic.

stopped making paymentson $754mn
of LA office building debt, and there
elevated short interest in real cslat:

ableto
banks couda',Private quly players

a cum.m pnllcd up on what pnvale

have also made new i
utilities, hms]l.nd i zm'l

quity

| has been up to over

energy ( driven
by the government p\lsh for a clean
energy transition).

Weare about to see a
curtain pulled up on what
private equity has been up
to over the past few years

years.

This month, political economist Brett
Christophers will publish a book titled
Our Lives in Their Portfolios: Why Asset
Managers Own the World. He believes
we'vemoved from financialised capital-
ism to something more insidious — an
asset manager society in which the
titans of finance own “essential physical
systemsand frameworks” —the homes
inwhich welive, th

Bruce Flatt, chief executive
of Brookfield Asset Management, who
says, “What we do is behind the scenes.
Nobody knows we're there” Well, not
anymore. The problem of private equity
in residential real estate has been
well explored. With the looming crisis

11.: Skt ks i e
three simple changes: stop the auto-
matic disclosure of cautions; wipe the
slate clean for childhood offences; and
stop forcing people to reveal short
prison sentences forever.
for a more flexible approach that
docsnttrap people in the past. For indi-
viduals, it’s a chance to start afresh,
while giving employers access to a new.
talent poal.

Our criminal justice system rightly
punishes wrongdoing. But exclusion
from employment for people who have

real estate,’
5 e wmne cigacs lookc sk the highty
leveraged bricks and mortar cmpires
built by shadow banks, and what
of

y pai ing

individuals another chance to contrib-

ute. This makes our society less pros-

i and less equal. David Lammy's
dispr

risks are posed by the
suchassets.

Kosovos war crimes trial shows the need for preparation in Ukraine

Andrea Lorenzo
Capussela

s international investig-
ators collect evidence of
wartime atrocities in

i .awarmmcs u'ixl

out of Russia’s invasion of Ukraine.

One problem concerns the unusual
status of the court trying the case.
Known as Specialist Cham-

once favoured by the west. In 1999, Nato
launched air strikes against Serbia to

Kosovo's authorities lack control over
Serbian communities in the northern

halt massive ag;mm Koso-

bers, it is nominally part of Kosovo's
judicial system, but it is located in the
Netherlands. In practice it is run
entirely by the EU. Its prosecutors and
judges, handpicked by EU diplomats,
have no secure tenure, making them
vulnerable to political influence.

i i KSCas

another part n[Europe is due to begin
today. Former Kosovo president
Hashim Thagi and three of his associ-

a biased EU impesition which focuses
on their fighters rather than the Serbs
who, in Kosova's eyes, committed the
most

war crimes and crimes against human-
ity between 1998 and 1999, when Kos-
ovo's mostly ethnic Albanian popula-

True,
ever verdict —a stiff sentence against a
lesser figure than Thagi — provoked
only flecting protests. But morccredible

ional or hybrid tribunals that

tion rulers, eventu-
ally gaining independence (under the
west’s auspices) in 2

It remains doubtful that mhu
Kosovars or Serbs will view the
as meting out even-handed ]uslu::.
let alone contributing to regional recos
ciliation. As such, the pmueed]np
‘may hold lessons for future attempts
to deal with war crimes cases arising

y & regime. B
2008, western powers concluded that
the best solution to: :pmbl:m rooted in

areasof

Bowing to pressure, the EU, with US
support, set up the KSC. Thagi and his
associates maintain their innocence of

run high. fora
has yielded various patchily lluplcf
‘mented agreements: and, lx':ly averbal

early 20th-century Balkan
08 e et Kool ot
pendence.

But, thanks mainly to Russian and
Chinese opposition, the UN Security

It is doubtful either side
will view the trial as meting
out justice or contributing
to reconciliation

pact iaand

The switch in western policy — from
tolerating the misrule of Kosovo's clite
mpmung'l‘hs(:lmddﬂ]elsuntnsl—

and

Kosovo's economy is the weakest in
the Balkans despite large flows of for-
eign aid. The country also boasts
Europe’s youngest population, but one
in two youths are unemployed. Corrup-

US intervention in this corner of Enmp:
The west changed Serbia’s borders in
2008, then declared Kosove's borders
inviolable. They rescued Kosovo from
Milosevic, then watched their docile

Iem. Forall this, some responsibility lies
with Thagi, who served as Kosovo's
prime minister, foreign minister and
president.

The court that will judge him was set
upbmnuscdmlmnndth:m which

crimes in the former Yugo-
slavia failed to fully satisfy the local pop-
ulations desm: for justice, or to settle

Sl =

justice in Kosovoin1999-

inter-
‘vention nor Kosovo's independence. To
this day, ﬂvc EU munmes with restive

profound among former
adversaries about their past. In some
Balkan states, elites and citizens alike
still revere their “war heroes”.
The bm:kgmund m ‘the trial lics in

eir own —
Cyprus, Greece, Romania, Slovakia and
i i Nordo

3008 snd 2008 2014, respectively —
had been ignoring serious crime. But
in 2011, a Council of Europe report,
written by Swiss senator Dick Marty,
evidence of the KLA's

China, India, Russiaand dozens of other
countries. That precludes the country

alleged war crimes and the violent
methods by which its leaders later

https://ft.pressreader.com/v99f/20230403

acquired wer.

The priority now for western powers
should be to support the programme
for clean government and inclusive
econemic growth embraced by the
reformers for whom Kosovars voted
in2021. Instead, the west is supervising
a trial conducted by a flawed court.
We must hope that anyone dealing
wlth similar trials and institution

efforts in Ukraine will be better
prepared.

‘Thewriter, who headed the economics unit
ofthe International Civilian Office in Kos-
ovo,is author of State-Building in Kosovo®

nuna(ely our justice system aﬂ:cr.s

people of colour. T have seen the harm

thisinflicts, after decades spent working

on projects to strengthen black commu-
<F

Minorities face more of the economic
barriers that accompany a criminal
record, which in turn deepens racial
inequity. This effect is compounded
by other prejudices, which makes the
consequences even more damaging:
three-quarters of people from a black
and minority background felt that it
increased the problems they faced asa
result of their record.

As for the national balance sheet, we
spend more on prisons than any other
country in Europe (with the exception
of Russia). By the Ministry of Justice’s
own estimates, reoffending costs Eng-
land and Wales £18bn a year. This is a
failure. We need to rethink our
approach. Having a job is the most
important determinant in whether
someone will reoffend, so by expanding
opportunities through clearing old
records, we can reduce the likelihood of

newcrimes.
Workforce shortages and incquality
are among the most urgent issues:
society, and the government must do
everything in its power to drive eco-
nomicgrowthwhile helping everyone to
reach their full potential. Reforming our
criminal record system is a common
sense solution — saving money and
makingussafer at the same time.

The writer is chair of Soas University of
London, founder of Crime Concern and co-
Jounder of Catch2z
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