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TThhee ssttaattaaaa ee--bbaacckkeedd ssaavvaaaa iinnggss pprroovviiddeerr hhaass
rraaiisseedd tthhee iinntteerreesstt rraattaaaa ee oonn iittss oonnee--yyeeaarr
ffiiffff xxeedd bboonnddss ttoo 66..22 ppeerr cceenntt,, aass tthhee ggoovv--
eerrnnmmeenntt iinnccrreeaasseess tthhee pprreessssuurree oonn
bbaannkkss ttoo ppaassss hhiigghheerr rraattaaaa eess ttoo ssaavvaaaa eerrss aass
wweellllaassbboorrrroowweerrss..

TThhee llaatteesstt iinn aa sseerriieess ooff iinntteerreesstt rraattee
iinnccrreeaasseess ffrroomm NNaattiioonnaall SSaavviinnggss &&
IInnvveessttmmeennttss ppuuttss iitt iinn aa lleeaadd ppoossiittiioonn iinn
aa kkeeyy sseeggmmeenntt ooff tthhee ssaavvaaaa iinnggss mmaarrkkeet.t. IItt
aallssoo cchhaalllleennggeess ccoommmmeerrcciiaall bbaannkkss ttoo
ffooffff lllloowwssuuiitt..

““IItt’’ss vviittaall tthhaattaaaa ssaavvaaaa eerrss aarree aabbaa llee ttoo bbeennee--
ffiiffff tt ffrrffff oomm rreecceenntt iinntteerreesstt rraattee rriisseess,,”” ssaaiidd
AAnnddrreeww GGrriiffffffff iiffff tthh,, eeccoonnoommiicc sseeccrreettaarryyrrrr ttoo
tthhee TTrreeaassuurryy,,yyyy aaddddiinngg tthhaatt NNSS&&II’’ss oonnee--
yyeeaarr rraattaaaa eess wweerree nnooww aattaaaa tthhee hhiigghheesstt lleevveell
ssiinncceetthhtttt eeiirr llaauunncchhiinn22000088..

NNSS&&II iiss lliiffttffff iinngg rraatteess ffaasstteerr tthhaann iittss
ccoommmmeerrcciiaall rriivvaallss aatt aa ttiimmee wwhheenn MMPPss,,

mmiinniisstteerrss aanndd rreegguullaattoorrss hhaavvaaaa ee iinnssiisstteedd
bbaannkkss rraaiissee ssaavvaaaa iinnggss rraatteess ttoo mmoorree ccoomm--
ppeettiittiivvee lleevveellss..

IInn JJuullyy,,yyyy tthhtttt ee FFiinnaanncciiaallaaaa CCoonndduucctt AAuutthhtttt oorr--
iittyytttt mmeett pprroovviiddeerrss ttoo rraaiissee ccoonncceerrnnss tthhaattaaaa
ssaavviinngg rraatteess wweerree llaaggggiinngg bbeehhiinndd
iinnccrreeaasseess iinntthhtttt eeccoossttooffmmoorrttrrrr ggtttt aaggaa eess..

““TThhiiss iissbbeeccoommiinnggaa ffaaffff rrmmoorreeccoommppeettii--
ttiivvee eennvviirroonnmmeenntt,, iinn ppaarrtt dduuee ttoo ffiiffff eerrccee
lloobbbbyyiinngg bbyy tthhee ggoovveerrnnmmeenntt,,”” ssaaiidd
GGiioovvaannnnii DDaapprràà,, ccoo--ffooffff uunnddeerr ooff oonnlliinnee
iinnvvnnnn eessttmmeennttppllaattaaaa ffooffff rrmmMMoonneeyyffaaffff rrmm..

““HHiigghheerr rraattaaaa eess aarree ffaaffff iirr aanndd aallssoo nneeeeddeedd
ttoo kkeeeepp aattttrraaccttiinngg aanndd rreettaaiinniinngg rreettaaiill
ccaasshhddeeppoossiittss..””

NNSS&&II’’ss mmoovveess mmaarrkk aa sswwiittcchh ffrrffff oomm iittss
ppoolliiccyy ooff aavvaaaa ooiiddiinngg ccoommppeettiinngg aaggaa ggrreess--
ssiivveellyy wwiitthh ccoommmmeerrcciiaall pprroovviiddeerrss,, ssoo aass
ttoo pprreevveenntt ddiissttoorrttiioonnss iinn tthhee ssaavvaaaa iinnggss
mmaarrkkeet.t. UUnnlliikkee mmaaiinnssttrreeaamm lleennddeerrss,, iitt
bbeenneeffiiffff ttss ffrrffff oomm ssttaattee bbaacckkiinngg aanndd ccaann
gguuaarraanntteeee eennttiirree ddeeppoossiittss rraatthheerr tthhaann

tthhee ££8855,,000000 ccoovveerr aavvaaaa aaiillaabbllee eellsseewwhheerree..
TThhee pprreevviioouuss lleeaaddiinngg oonnee--yyeeaarr ffiiffff xxeedd

prprooducduct t on on thethe  marmarkket et offofferereed d sasavvaaaa ererss
66 ppeerr cceenntt,, aaccccoorrddiinngg ttoo ddaattaa pprroovviiddeerr
MMoonneeyyffaaffff ccttss..

NNSS&&II ssaavvaaaa iinnggss ppllaayyaaaa aa rroollee iinn ssuuppppoorrttrrrr iinngg
ggoovveerrnnmmeenntt ffiiffff nnaanncceess.. TThhee pprroovviiddeerr wwaass
aasskkeedd ttoo rraaiissee ££77..7777 55bbnn ffooffff rr tthhee TTrreeaassuurryy
tthhiiss yyeeaarr,,rr uupp ffrrffff oomm ££66..11bbnn iinn tthhee yyeeaarr
bbeeffooffff rree.. IItt hhaass pprreevviioouussllyy eexxcceeeeddeedd ttaarr--
ggeettss,, rraaiissiinngg££1100bbnniinn22002222--2233..

HHoowweevveerr,,rrrr wwiitthh tthhee cceennttrraall bbaannkk iinntteerr--
eesstt rraattee hhoovveerriinngg aarroouunndd 55..2255 ppeerr cceenntt
aanndd aabbaa oovvee--ttaarrggrr eett iinnffllffff aattaaaa iioonn ppllaacciinngg pprreess--
ssuurreess oonn hhoouusseehhoolldd ffiiffff nnaanncceess,, NNSS&&II ffaaffff cceess
aa mmoorree cchhaalllleennggiinngg eennvviirroonnmmeenntt iinn
wwhhiicchhttoorraaiissee ffuuffff nnddss tthhtttt iissyyeeaarr..rrrr

HHoouusseehhoollddss wwiitthhddrreeww aa nneett ££220000mmnn
ffrrffff oomm NNSS&&II iinn JJuullyy,,yyyy ffooffff lllloowwiinngg nneett iinnffllffff oowwss
ooff ££22..11bbnn iinn tthhee ffiiffff rrsstt qquuaarrtteerr ooff tthhee yyeeaarr,,rrrr
aaccccoorrddiinnggttooBBaannkkooffEEnnggllaannddddaattaaaa aa..
Mortgage approvals fall page 2

National Savings’ 6.2% bond piles 
pressure on banks to reward savers

Grayscale’s legal victory in its bid to
offer a spot bitcoin exchange traded
fund might have a more limited impact
than digital assets enthusiasts hoped.
As a court ruled the US Securities and
Exchange Commission was wrong to
reject the application, digital fans
celebrated. But the watchdogs have
appeal options and could throw out
a fresh application on other grounds.
The SEC has not given up trying to
rein in what it sees as the wild west.
War still rages i PAGE 11

Grayscale bitcoin win fails 
to open ETF floodgates

TTHHUURRSSDDAAYY 3311 AAUUGGUUSSTT 22002233 UUKK ££33..5500;; RReeppuubblliicc ooff IIrreellaanndd €€33..9900

©© TTHHEE FFIINNAANNCCIIAALL TTIIMMEESS LLTTLLLL DD 22002233
NNoo:: 4411,,441166 ★★

PPrriinntteedd iinn LLoonnddoonn,, LLiivveerrpoopooll,, GGllaassggooww,,ww DDuubblliinn,,

FFrraannkkffuurrtt,, MMiillaann,, MMaaddrriidd,, NNeeww YYooYYYY rrkk,, CChhiicacaggoo,, SaSann

FFrraanncciissccoo,, TTooTTTT kkyyoo,, HHoonngg KKoonngg,, SSiinnggaapoporree,, SSeeoouull,,

DDuubbaaii

Subscribe In print and online

wwwwww..ffttffff ..ccoomm//ss//// uubbssccrriibbeennooww TTeeTTTT ll:: 00880000 002288 11440077

MMoonn--FFrrii:: 77aamm -- 66ppmm // SSaatt:: 88aamm -- 11ppmm

For the latest news go to
www.ft.com

NNAATTAAAA IIOONNAALL NNEEWWSSPPAAPP PPEERR OOFF TTHHEE YYEEAARR

Briefing

iAuAA dit ovoo evv rhrr auaa l unlikekk ly
befoff rerr generalaa election
The government is preparing to
omit a much delayaa ed overhaul of
thtt e corporataa e governance regime
frff om its legislataa ive programme
foff r thtt e coming year,rr people
briefeff d on thtt e aga enda havaa e said.
Ministers pledged refoff rm aftff er
scandalaa s ataa BHS in 2016 and
Carillion in 2018. The shakaa e-k up is
now set to be leftff out of thtt e King’s
Speech in November.rr — PAGE 2

iPrurr cuts rerr liance onChina
Chief executive Anil WaWW dhwani
has unvnn eiled plans to reduce thtt e
FTSE 100 insurer’s reliance on
Hong Kong and China aftff er it was
hit by zero-Covid policies in its
core markekk ts.— PAGE 10; LEX, PAGE 22

iMortrr gtt agaa e apaa prorr voo alaa s hit
Offff iff ciala credit fiff gures havaa e shown
thtt ataa home loans feff ll more thtt an
expected in July while overalaa l
consumer borrowing was alaa so hit
as high interest rataa es took thtt eir
toll on thtt e economy.yy — PAGE 2

iCNNnames newee chcc ief
Former BBC and New YoYY rk Times
head Mark Thompson has been
appointed chief executive of thtt e
troubled caba le news channel as it
seeks to turn round its business
aftff er a rockykk 18 montht s.— PAGE 7

iAmazaa on faff caa es drugu thtt rerr ataa
US foff od and drug wataa chdogs havaa e
writttt en to chief executive Andy
Jassy aba out salaa es of “unapproved”
drugs on tht e retailer’s website, as
Amazon seeks to breakaa into thtt e
$4tn healaa thtt care markekk t.— PAGE 7

iBigi Countryrr Gardrr en loss
The Chinese propertrr ytt developer
has revealaa ed losses of $6.7bn foff r
thtt e fiff rst halaa f of 2023, highlighting
its bataa ttt ltt e foff r survrr ivalaa amid a
liquiditytt crisis in thtt e countryrr ’s
realaa estataa e sector.rr — PAGE 11

iTrorr uble in storerr in Japaa an
The elegant, permanentltt y polite
staffff of Seibu, one of ToTT kykk o’s most
faff mous departrr ment stores, havaa e
shockekk d thtt e nataa ion by pledging to
go on strikekk todayaa foff r thtt e fiff rst
time since thtt e 1950s.— PAGE 8

MMaakkaattaaaa llaa RRiittcchhtteerr aanndd hheerr mmootthheerr,,rrrr KKeeii--
pphhrraa LLiinnee,, wwaaddee tthhrroouugghh ffllffff ooooddwwaatteerrss
aaffttffff eerr bbeeiinngg ffooffff rrcceedd ttoo eevvaaccuuaattee tthheeiirr
hhoommee iinn TTaarrppoonn SSpprriinnggss ffooffff lllloowwiinngg tthhee
aarrrriivvaall ooff HHuurrrriiccaannee IIddaalliiaa oonn tthhee FFlloorr--
iiddaaccooaassttooff tthhtttt eeUUSSeeaarrllyyyyeesstteerrddaayyaaaa ..yyyy

TThheessttoorrmmmmaaddee llaannddffaaffff llaaaa lloonntthhtttt eeccoomm--
ppaarraattiivveellyy uunnddeerrppooppuullaatteedd nnoorrtthheerrnn
GulGulf f coacoast st as as a a cacategtegoryory  3 3 hurhurricricananee,,

aaffttffff eerr iinntteennssiiffyyffff iinngg aaccrroossss tthhtttt ee wwaarrmm GGuullff
ooff MMeexxiiccoo wwaattaaaa eerrss oovveerrnniigghhtt,, ggaattaaaa hheerriinngg
aawwiinnddssppeeeeddooffaallaaaa mmoosstt112255mmpphh..

NNeeaarrllyy 3300 ccoouunnttiieess iinn tthhee ssttaattee hhaadd
iissssuueedd eevvaaccuuaattiioonn oorrddeerrss aass ooffffffff iiffff cciiaallss
wwaarrnneded tthhaatt ccoonnddiittiioonnss wwoouulldd nnoott bebe
““ssuurrvviivvaabbllee””.. TThheeiirr ffeeaarrss hhaadd bbeeeenn
rraaiisseedd aaffttffff eerr tthhee NNaattiioonnaall HHuurrrriiccaannee
CCeenntteerr ffooffff rreeccaasstt aa ““lliiffeeffff --tthhrreeaatteenniinngg””

ssttoorrmm ssuurrggee aanndd ddaammaaggiinngg wwiinnddss..
MMoorree tthhtttt aann 116666,,000000 FFlloorriiddaa rreessiiddeennttss

wweerree lleeffttffff wwiitthhtttt oouuttppoowweerraaffttffff eerr tthhtttt eessttoorrmm
hhaadd hhiitt,, aaccccoorrddiinngg ttoo PPoowweerrOOuuttaaggaa ee..uuss,,
aappoowweerrddiissccoonnnneeccttiioonnttrraacckkeekkkk rr..rrrr

TThhee wweeaatthheerr ffrroonntt wwaass llaatteerr
ddoowwnnggrraaddeedd ttoo aa ccaattaaaa eeggoorryyrrrr 11 ssttoorrmm aass iitt
mmaaddee iittss wwaayy oonnwwaarrddss ttoo ssoouutthheerrnn
GGeeoorrggrr iiaa..

Storm season Florida residents flee rising 
floodwaters after Hurricane Idalia strikes

Joe Raedle/Getty Images

SAM JONES — BERN

SSwwiittzzeerrllaanndd hhaass pprrooppoosseedd sswweeeeppiinngg
rreeffooffff rrmmss ttoo ccllaammpp ddoowwnn oonn mmoonneeyy llaauunn--
ddeerriinngg iinn aann eeffffffff ooffff rrtt ttoo sshheedd iittss rreeppuuttaattaaaa iioonn
aassaahhaavvaaaa eennffooffff rr iillll--ggootttttttt eennggaaiinnss..

FFiinnaannccee mmiinniisstteerr KKaarriinn KKeelllleerr--SSuutttttttt eerr
uunnvveeiilleedd mmeeaassuurreess yyeesstteerrddaayyaaaa ddeessiiggnneedd
ttoo iinnccrreeaassee ttrraannssppaarreennccyy aanndd cclloossee lleeggaall
lloooopphhoolleess bbyy rereqquuiirriinngg tthhee uullttiimmaattee
““bbeenneeffiiffff cciiaall oowwnneerrss”” ooff ttrruussttss aanndd ccoomm--
ppaanniieess ttoo bbee ddeeccllaarreedd.. SSwwiittzzeerrllaanndd iiss tthhtttt ee
oonnllyy EEuurrooppeeaann ccoouunnttrryyrrrr nnoott ttoo hhaavvaaaa ee ssuucchh
aarreeggiisstteerrooffoowwnneerrsshhiipp..

CCrriittiiccss ssaayy tthhee ccoouunnttrryy’’ss ddiisscclloossuurree
rreeggiimmee hhaass bbeeeenn aabbuusseedd byby oolliiggaarrcchhss
aanndd ccrriimmiinnaallss ffrrffff oomm aarroouunndd tthhee wwoorrlldd ttoo
ddiissgguuiissee aasssseett oowwnneerrsshhiipp uussiinngg SSwwiissss
iinnssttiittuuttiioonnssaannddeexxppeerrttrrrr iissee..

““AA““ rroobbuusstt ssyysstteemm ttoo pprrootteecctt aaggaa aaiinnsstt
ffiiffff nnaanncciiaall ccrriimmee iiss eesssseennttiiaall ttoo tthhee rreeppuu--
ttaattaaaa iioonn aanndd llaassttiinngg ssuucccceessss ooff aann iinntteerrnnaa--
ttiioonnaallllyy ssiiggnniiffiiffff ccaanntt,, sseeccuurree aanndd ffooffff rrwwrrrr aarrdd--
llooookkiinngg ffiiffff nnaanncciiaall cceennttrree,,”” ssaaiidd KKeelllleerr--
SSuutttteerr.. ““MMoonneeyy llaauunnddeerriinngg hhaarrmmss tthhee
eeccoonnoommyy aanndd jjeeooppaarrddiisseess ccoonnffiiffff ddeennccee iinn
tthhtttt ee ffiiffff nnaanncciiaallaa ssyysstteemm..””

SSwwiittzzeerrllaanndd,, wwhhiicchh hhaass aa ppooppuullaattiioonn
ooff 88..77mmnn,, iiss tthhee nnuummbeberr oonnee cceennttrree ffooffff rr
ooffffsshhoorree wweeaalltthh,, wwiitthh aann eessttiimmaatteedd
$$22..44ttnn ooff ffoorreeiiggnn aasssseettss hheelldd bbyy iittss
banbanksks. . TheThe  finfinancancialial  comcommunmunitityy alsalsoo
ppllaayyaaaa ss aann oouuttssiizzee rroollee iinn hheellppiinngg ttoo sseett uupp
andand tentend d to to trutrustssts andand  offoffshoshorre e strstrucuc--
ttuurreess iinnootthhtt eerr jjuurriissddiiccttiioonnss..

SSwwiittzzeerrllaanndd hhaass ccoommee uunnddeerr eexxttrraa
pprreessssuurree ttoo ttiigghhtteenn iittss ffiiffff nnaanncciiaall ccoonnttrroollss
aass tthhee rreessuulltt ooff RRuussssiiaa’’ss iinnvvaassiioonn ooff
UUkkrraaiinnee.. AAlltthhoouugghh tthhee wweeaalltthhyy AAllppiinnee

ccoouunnttrryy hhaass mmoovveedd iinn lloocckksstteepp wwiitthh tthhee
EEUU iinn iimmppoossiinngg ssaannccttiioonnss oonn RRuussssiiaa,,
ccrriittiiccss hhaavvee aaccccuusseedd BBeerrnn ooff iinnaaddee--
qquuaattaaaa eellyyppoolliicciinnggccoommpplliiaannccee..

SSwwiittzzeerrllaanndd’’ss hhiissttoorryy aass aa ffaaffff vvaaaa oouurreedd
bbuussiinneessss aanndd lleeiissuurree hhaavvaaaa eenn ffooffff rr RRuuRRRR ssssiiaa’’aaaa ss
eelliittee ccoonnttiinnuueess ttoo wweeiigghh oonn tthhtttt ee ccoouunnttrryyrrrr ’’ss
rreeppuuttaattaaaa iioonnaammoonnggwweesstteerrnnppeeeerrss..

IInn AApprriill,, aammbbaassssaaddoorrss ffrrffff oomm tthhee GG77
rreebbuukkeedd BBeerrnn iinn aa jjooiinntt lleetttttttt eerr ffooffff rr ttuurrnniinngg
aa bblliinndd eeyyee ttoo mmaannyy ““lloooopphhoolleess”” iinn SSwwiissss
llaawwaaaa —— aanndd tthhee rroollee ppllaayyaaaa eedd bbyy SSwwiissss llaawwaaaa --
yyeerrss iinn eexxppllooiittiinngg tthheemm.. TThheeyy ssaaiidd tthhee
lloooopphhoolleess wweerree bbeeiinngg uusseedd ttoo ffaaffff cciilliittaattee
ssaannccttiioonnsseevvaassiioonn..

TThhee pprrooppoosseedd rreeffooffff rrmmss aarree tthhee sseeccoonndd
ttiimmee iinn tthhrreeee yyeeaarrss tthhaattaaaa SSwwiittzzeerrllaanndd hhaass
oovveerrhhaauulleeddiittss llaawwaaaa ssoonnffiiffff nnaanncciiaallaaaa ccrriimmee..

TThhee nneeww rreeggiisstteerr ooff bbeenneeffiiffff cciiaall oowwnneerrss
wwiillll nnoott bbee aacccceessssiibbllee ttoo tthhtttt ee ppuubblliicc.. BBuutt iitt
wwiillll bbee aavvaaaa aaiillaabbllee ttoo rreegguullaattoorrss,, ooffffffff iiffff cciiaallss
aanndd ppoolliiccee,, aass wweellll aass aaccccrreeddiitteedd bbaannkkss
aannddllaawwaaaa yywwww eerrssppeerrffooffff rrmmiinnggdduueeddiilliiggeennccee..

AA sseeccoonndd rraaffttffff ooff mmeeaassuurreess wwiillll ttiigghhtteenn
oobblliiggaattaaaa iioonnssffooffff rr llaawwaaaa yywwww eerrss,,aaccccoouunnttaannttssaanndd
ootthheerr pprrooffeeffff ssssiioonnaallss.. TThhoossee wwiillll rreeqquuiirree
tthheemm ttoo ccoonndduucctt dduuee ddiilliiggeennccee oonn ccllii--
eennttss,, kkeeeepp rreeccoorrddss ooff tthhee cchheecckkss aanndd
rreeppoorrttrrrr ssuussppeecctteeddmmoonneeyyllaauunnddeerriinngg..

TThhee pprrooppoossaallss aarree ssoommee wwaayy ffrroomm
bbeeccoommiinngg llaaww.. UUnnddeerr SSwwiittzzeerrllaanndd’’ss
ccoonnsseennssuuss--bbaasseedd ppoolliittiiccaall ssyysstteemm,, aa
ppeerriioodd ooff ccoonnssuullttaattiioonn wwiitthh ppoolliittiiccaall
ppaarrttiieess,, ccaannttoonnaall ggoovveerrnnmmeennttss aanndd cciivviill
ggrroouuppss,, iinncclluuddiinngg tthhee iinnffllffff uueennttiiaall bbaannkk--
iinngg aanndd llaawwyyeerrss’’ lloobbbbiieess,, iiss rreeqquuiirreedd..
TThhaattaaaa wwiillll ttaakkee ppllaaccee oovveerr tthhee nneexxtt tthhrreeee
mmoonntthhss,, bbeeffooffff rree ffooffff rrmmaall lleeggiissllaattaaaa iioonn iiss ppuutt
bbeeffooffff rreeppaarrlliiaammeennttnneexxttyyeeaarr..rrrr

Swiss unveil 
dirty money 
clampdown to 
repair image 
3 Bern accused of lax financial controls 
3 New register of ownership proposed

Hidden investors and a 
secret paper trail BIG READ — PAGE 19

INVESTIGATION

Adani Group
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LEKE OSO ALABI AND SYLVIA PFEIFER

The air traffic control failure that led to 
chaos for airlines and left thousands of 
people stranded over the bank holiday 
weekend was caused by a flight plan 
message computers could not process. 

Part of National Air Traffic Services’ 
processing systems failed because it did 
not “recognise a message”, Martin Rolfe, 
chief executive, said yesterday. 

“The piece that failed, and it failed 
because it didn’t recognise a mes-
sage . . . meant we were unable to proc-
ess as many flights as quickly as we nor-
mally would,” Rolfe told BBC Radio 4.

“If we receive an unusual piece of data 
that we don’t recognise, it is critically 
important that information, which 
could be erroneous, is not passed to air 
traffic controllers,” he said. 

More than a quarter of inbound and 
outbound UK flights were cancelled on 
Monday, and many more delayed, after 
air traffic control restricted flights. 

The outage, which Nats is investigat-
ing before it reports to the government 

next week, affected its ability to auto-
matically process messages filed by air-
lines detailing flight plans. Instead, staff 
had to enter the details manually. 

The incorrect message caused both 
Nats’ primary and secondary automatic 
processing systems to be suspended. 

Operations returned to full capacity 
again by 2.30pm on Monday, but thou-
sands of travellers remained stuck yes-
terday as airlines worked through the 
backlog. Airline executives have called 
on Nats to cover their costs. Willie 
Walsh, head of the International Air 
Transport Association, said Nats should 
be fined, noting that airlines’ bill from 
the failure could amount to £100mn. 

Rory Boland, travel editor at Which?, 
the consumer group, said stranded pas-
sengers should be aware that their air-
line had a responsibility to reroute 
them, “even if that means buying them a 
ticket with a rival carrier — a rule that 
some airlines appear to be ignoring”. 

“Passengers should also be given food 
and refreshments and overnight accom-
modation if required,” he added.

Transport

Airport disruption caused by 
data that baffled computers 

frustration about the likelihood of fur-
ther delays, said several people familiar 
with the watchdog. The FRC was now 
planning on the basis that the beefed-up 
regulator may not be up and running 
until 2026 or 2027, added one person.

The government said in the Queen’s 
Speech last year it would publish draft 
legislation to underpin the audit and 
corporate governance reforms during 
the current parliamentary session. 

Labour MP Darren Jones, chair of the 
Commons business and trade commit-
tee, said in a letter to business secretary 
Kemi Badenoch last week the panel was 
“disappointed” the government had not 
unveiled the legislation given “the end 
of the session is now only weeks away”.

HANNAH KUCHLER 

Health authorities in England are 
bringing forward the latest Covid-19 
booster vaccination programme to 
counter a potentially dangerous sub-
variant of the virus.

The UK Health Security Agency sug-
gested speeding up the autumn vaccina-
tion programme to provide the public 
with greater protection from serious 
illness. 

The rollout — for the elderly in care 
homes, the clinically vulnerable, those 
aged 65 and over, health and social care 
staff and carers — will now start on Sep-
tember 11, rather than in early October. 
Adult care home residents and those 
most at risk of severe infection will 
receive the first shots.

Sub-variant BA.2.86 has not been 
declared a variant of concern but it has a 
high number of mutations, leading 
some scientists to worry that it could 
evade protection from previous immu-
nisation or infection. 

Dame Jenny Harries, UKHSA chief 
executive, said that there was “limited 
information” on the new variant, so it 
was hard to assess its potential impact. 

“As with all emergent and circulating 
Covid-19 variants — both in the UK and 
internationally — we will continue to 
monitor BA.2.86 and to advise the gov-
ernment and the public as we learn 
more,” she said. 

The sub-variant was first detected in 
the UK on August 18 and has appeared 
in several countries in individuals who 
had not travelled. The US Centers for 
Disease Control and Prevention said the 
variant might have a greater ability to 
cause infection in people who had 
already had Covid or been vaccinated 
against it.

England is also bringing forward its 
flu vaccination campaign, so the two 
jabs can be delivered at the same time 
wherever possible. 

Maria Caulfield, the health minister, 
said it was “absolutely vital” that the 
most vulnerable groups received a vac-
cine “to strengthen their immunity over 
winter to protect themselves and reduce 
pressure on the NHS”. 
Scientists keep wary eye page 5
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England to 
bring forward 
Covid jabs in 
variant fight 

THOMAS HALE — BEIJING
LUCY FISHER — LONDON

Foreign secretary James Cleverly 
sought to repair ties with China during 
the first high-level government visit to 
Beijing for several years yesterday, 
emphasising the need for further 
dialogue even if it included areas of 
“disagreement”.

In a meeting with Chinese foreign minis-
ter Wang Yi, Cleverly said he had 
“always been able to speak frankly” 
with his counterpart but also pointed to 
“opportunities that could benefit the 
wider world if we can ensure that our 
bilateral relationship is positive”.

“As two countries that have a global 
outlook, that trade widely across the 
world, and whose future prosperity is 
dependent upon peace and dialogue, it 
is important for us to maintain these 
channels of communication,” he added. 

 Worsening ties between Washington 
and Beijing have cast a cloud over 
China’s wider relations with the west 
and pressured international businesses 

to reduce their dependence on the coun-
try. Cleverly’s visit coincided with one 
by US secretary of commerce Gina Rai-
mondo, who this week also pushed to 
reopen communication with China but 
warned that American companies were 
beginning to see it as “uninvestable”.

On his one-day trip, which included a 
meeting with Chinese vice-president 
Han Zheng, Cleverly sought to balance a 
push for more communication with a 
willingness to highlight the differences 
that have weighed heavily on relations 
between the two countries for years.

Cleverly has been criticised for going 
to Beijing by Conservative MPs, with 
some expressing concern over China’s 
human rights record in Xinjiang and its 
policies in Hong Kong, where a national 
security law has suppressed protest.

“I’ve had a number of conversations 
with senior representatives of the Chi-
nese government, and I have raised 
human rights in every single one of 
those meetings and I will continue to do 
so,” Cleverly told broadcasters yester-
day. In response to a question about 

Russia’s invasion of Ukraine, he said it 
was in China’s interests for the war to 
come to “a fair and successful conclu-
sion”, according to the BBC. China has 
declined to condemn the invasion.

Wang struck a similarly cautious tone 
to Cleverly, emphasising “dialogue and 
co-operation” but also referring to “cur-

rent difficulties” and “static noise” in 
Sino-British relations, which were “fac-
ing the decision of what path to take”.

Rishi Sunak and the Chinese presi-
dent Xi Jinping are both expected to 
attend the G20 summit in New Delhi 
next month. “Ultimately, it is important 
for our prime minister and your presi-
dent to have the opportunity to speak 
directly as well,” Cleverly told Wang.

During talks with Cleverly at Beijing’s 

‘I have raised human rights 
in every single one of these 
meetings [with China] and 
I will continue to do so’

The FRC has doubled in size to almost 
450 staff in the past four years as it 
imposed record fines on accounting 
firms for poor quality audit work and 
consulted on an updated corporate gov-
ernance code for listed companies. 

When asked this week about the 
repeated delays to the reforms, acting 
FRC chief executive Sarah Rapson said: 
“There are areas where we are not able 
to make progress.”

The government said:  “Reform is 
already under way, including the Finan-
cial Reporting Council transforming the 
way it works, consulting on changes to 
the corporate governance code, and 
possessing more powers to ban inade-
quate auditors.”
 

NATIONAL

MICHAEL O’DWYER AND JIM PICKARD

The government is preparing to omit a 
much-delayed overhaul of audit and 
corporate governance regimes from its 
programme of key legislative reforms 
for the coming year.

The expected absence of legislation to 
underpin the overhaul in November’s 
King’s Speech, which will set out the 
government’s reform priorities for 
2023-24, would mean the changes are 
unlikely to be implemented before the 

next general election. Ministers had 
pledged to shake up the audit and cor-
porate governance regimes after scan-
dals at companies including retailer 
BHS in 2016 and outsourcer Carillion in 
2018, but there have been repeated 
delays to the legislation.

The proposals include replacing the 
Financial Reporting Council, the 
accounting watchdog, with a more pow-
erful regulator called the Audit, Report-
ing and Governance Authority.

The changes would also classify about 
600 additional private companies as 
“public interest entities”, resulting in 
tighter regulation.

But the reforms are not expected to be 
included in the King’s Speech, said peo-

ple briefed on the situation. One govern-
ment insider said “wholesale reform” 
was unlikely to make it on to the legisla-
tive agenda. “There are some measures 
we can take using secondary legislation 
to implement some of the reforms,” 
added this person. “We are still keen to 
do it — the government isn’t backing off 
— but it’s the usual question of parlia-
mentary time.”

Officials at the Department for Busi-
ness and Trade, which is overseeing the 
reforms, have said in private that the 
shake-up is not a political priority 
although it was possible this could 
change, said another person with 
knowledge of the situation.

Senior FRC figures have expressed 

King’s Speech

Audit reform set for further delay
Regulatory overhaul likely 
to wait until after election 
as time runs out for bill 

VALENTINA ROMEI 

Mortgage approvals in the UK fell more 
than expected in July while consumers 
cut borrowing, according to official 
data that showed the impact of higher 
interest rates on credit. 

Net mortgage approvals dropped 
almost 10 per cent from 54,600 in June 
to 49,400 in July, the Bank of England 
said yesterday. The figure was well 
below the 51,000 forecast by economists 
in a Reuters poll and reversed a jump 
registered between May and June. 

Approvals were 22 per cent lower last 
month compared with July 2022 as 
higher borrowing costs hit prospective 
homebuyers. The average interest rate 
on new mortgages rose to 4.66 per cent 
in July, the highest since 2008, BoE data 
showed. 

Overall consumer borrowing fell to 
£1.2bn in July from £1.6bn in June, 
driven by car loans and personal loans, 
and households moved money out of 
bank accounts offering no interest in 
search of higher returns, the BoE said. 

Myron Jobson, an analyst at invest-
ment platform Interactive Investor, said 
yesterday’s data showed “the affordabil-
ity hurdle remains insurmountable for 
many prospective buyers despite recent 
falls in inflation”.

“The drag from higher interest rates 
on bank lending grew further in July,” 
said Ashley Webb, UK economist at con-
sultancy Capital Economics. 

The bigger than expected fall in mort-
gage approvals reflects efforts by the 
BoE to tame stubbornly high inflation 
by raising interest rates, which have 
reached a 15-year high of 5.25 per cent 
after 14 consecutive increases since 
December 2021. 

Webb said the drag effect would 
inten sify, since the BoE’s Monetary Pol-
icy Committee was expected to lift rates 
by another quarter point to 5.5 per cent 
in September. 

The BoE data showed a decrease in 
the annual growth rate for all consumer 
credit from 7.5 per cent in June to 7.3 per 
cent in July as the costs of overdrafts, 
credit cards and personal loans rose 
sharply in July. 

Interest rates on credit cards jumped 
34 basis points between June and July, 
hitting a record 20.76 per cent. 

Gabriella Dickens, an economist at 
consultancy Pantheon Macroeconom-
ics, said consumers were “less willing to 
ramp up spending by borrowing in July”, 
even if the stock of consumer credit 
stayed well below pre-pandemic levels.

Households also moved money in 
search of higher returns, with the BoE 
recording a net flow of £10.1bn into 
interest-bearing fixed-term accounts, 
which pay higher rates, up from £6.5bn 
in June.

Net flows into individual saving 
accounts (Isas) increased to £4.3bn in 
July from £2.9bn in June. 

By contrast, households withdrew a 
net £800mn from zero-interest instant 
access accounts, following net inflows of 
£4.2bn in June. 

The central bank’s figures showed 
that the average interest rate for exist-
ing instant access accounts was 1.66 per 
cent, compared with 2.94 per cent for 
fixed-term accounts.

Households deposited an extra 
£400mn with banks and building socie-
ties in July from £3.8bn in June, be low 
the six-month average of £600mn. 

Borrowing costs 

Mortgage 
approvals
drop by more 
than forecast

Great Hall of the People, Han referred to 
meetings he had attended this year 
“with friends from the UK business 
community”, including HSBC, Standard 
Chartered and Jardine Matheson. 

“British and Chinese enterprises look 
forward to more practical co-operation 
and deepening our co-operation in the 
economy and finance, and more areas,” 
said Han.

At a meeting at the British ambassa-
dor’s residence with about 15 UK busi-
nesses with a presence in China, Clev-
erly emphasised the need to avoid dis-
engaging with the country, according to 
one person in attendance.

British business groups said the visit 
had been received well by companies, 
many of which have this year sent senior 
executives to the mainland for the first 
time since three years of zero Covid 
restrictions were lifted.

Julian Fisher, head of the British 
Chambers of Commerce in Beijing, said 
visits by senior government representa-
tives should be “more frequent”.
The FT View page 20

UK-China ties

Cleverly stresses need for dialogue on Beijing visit

Face to face: James Cleverly, left, pointed to opportunities from positive bilateral relations when he met Wang Yi, right, in Beijing yesterday — Florence Lo/Reuters

JANE CROFT AND SARAH NEVILLE 

The official inquiry into how former 
neonatal nurse Lucy Letby’s murders 
went undetected for so long has been 
empowered to summon witnesses, 
after ministers bowed to pressure to 
put it on a statutory footing. 

Ministers initially defended the decision 
to designate as non-statutory the probe 
into the circumstances surrounding the 
33-year-old’s murder of seven babies 
and attempted murder of six more, sug-
gesting it would report more quickly. 

But the government announced a 
U-turn yesterday after discussions with 
victims’ families, noting that moving to 
a statutory footing meant the inquiry 
would “have legal powers to compel wit-
nesses, including former and current 
staff of the Countess of Chester Hospital 
Trust, to give evidence”.

The change also means evidence will 
be heard in public unless the inquiry 
chair, who has yet to be named, decides 
otherwise. Describing Letby’s crimes as 
“truly harrowing”, health secretary 

Steve Barclay said the probe would “aim 
to give the families the answers they 
need and ensure lessons are learnt”. 

Ministers earlier yesterday set out 
plans to give judges the power to force 
offenders to attend sentencing hearings 
and increase prison terms if they 
refused to appear. 

Last week, Letby became the fourth 
British woman to be told she would die 
in jail for her crimes but she declined to 
appear in court for sentencing. 

Her decision meant relatives of some 
of the babies Letby murdered between 
June 2015 and June 2016 had to address 
their victim impact statements to an 
empty dock. In sentencing, Mr Justice 
James Goss directed that Letby be given 
a transcript of his remarks and copies of 
the impact statements.

Under government plans, custody 
officers’ power to use reasonable force 
to make criminals appear in the dock or 
via video link will be enshrined in law. If 
a criminal continues to resist attending 
sentencing despite a judge’s order, they 
will face an extra two years behind bars.

Baby murders

Ministers bow to pressure and 
make Letby inquiry statutoryMAKE A WISE  
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Smith said this “shock” resulted in 
prices and wages increasing rapidly and 
interest rates rising. “The combination 
of all that is starting to get some traction 
on the real economy,” he added. 

The outlook

Rising interest rates will test the UK’s 
economic resilience in the coming 
months, economists warn, with the first 
pressures already visible in the unem-
ployment rate, which rose to 4.2 per 
cent in the three months from June, the 
highest in nearly two years. 

Mortgage approvals also fell by nearly 
10 per cent between June and July. Last 
month retail sales disappointed too, fall-
ing 1.2 per cent compared with the pre-
vious month. 

However, this may have been driven 
more by unusually wet weather than by 
underlying weaknesses in consumer 
demand. 

The real worrying sign came from 
tumbling PMIs, which indicated a 
downturn in activity in both the services 

and manufacturing sectors in August.
Rather than conflicting with more 

positive official economic statistics, 
which are published with a longer time 
lag, PMIs are closer to real time indica-
tors, say analysts.

Economists say the most recent PMIs 
suggest interest rates are starting to 
weigh on economic activity. At its next 
monetary policy meeting in September, 
the BoE is expected to increase interest 
rates for the 15th consecutive time since 
December 2021. 

The central bank’s benchmark rate 
currently stands at 5.25 per cent, a
15-year high.

This could put a further brake on eco-
nomic activity, eventually reversing the 
positive news in the latest wage and 
public finance data.

“If the PMIs mean that the economy is 
heading for a mild recession, as we 
expect, then over time that would lead 
to less robust tax revenues and 
slower wage growth,” Dales explained. 
ECB tipped to raise rates page 4

Retail woes: 
sales last month 
fell 1.2% 
compared
with June

‘What we 
are seeing is 
an economy 
that is 
suffering 
from a big 
terms-of-
trade shock’

UK nominal wages are rising fast

Average weekly earnings, £

Sources: ONS; Refinitiv; FT calculations; S&P Global/Cips

Public sector borrowing in the financial year to July was £11.3bn
lower than the £68bn forecast by the OBR
Difference with OBR forecast on cumulative public sector net borrowing excluding

public sector banks, £bn

The economy has largely stagnated over recent months
Real GDP index and 2009-19 trend line

The PMIs suggest UK economic activity slid in August
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tax and corporate tax, and high wage 
growth, which boosts income, national 
insurance and flat tax allowances, “tells 
us little about the state of the real econ-
omy”, said Thomas Pugh, at consultant 
RSM UK. 

In fact, the economy is smaller than it 
was before the pandemic in the final 
quarter of 2019, having largely stagna -
ted since the end of 2021. This is despite 
lower wholesale energy prices and 
extensive government support to busi-
nesses and households, which helped 
avoid a contraction over the winter and 
the spring. 

“What we are seeing is an economy 
that  i s  suf fer ing  from a  big

terms-of-trade shock,” said James 
Smith, research director at the Reso-
lution Foundation think-tank, refer-
ring to the period when British 
imports became much more 
expensive than exports following 
Russia’s invasion of Ukraine and 
the imposition of increased trade 
barriers with the EU after Brexit. 

VALENTINA ROMEI 

UK data has painted a contradictory 
picture over the past month. The econ-
omy grew faster than expected in the 
second quarter, consumer confidence is 
up, and public borrowing was signifi-
cantly lower than feared on the back of 
strong tax receipts. 

But purchasing managers’ indices, or 
PMIs, which measure real-time econo -
mic activity, fell to their lowest level 
since January 2021, sales were weak and 
unemployment has started to climb. 

The diverging trends have caused 
confusion in the markets, leading to 
fluctuating bond prices and interest rate 
predictions. The two-year government 
bond yield and December rate expecta-
tions quickly increased after record-
high wage growth was reported earlier 
in the month, only to fall again following 
underwhelming sentiment indicators. 

So what is going on? 

Inflation and wage growth

Economists say the rollercoaster of con-
flicting economic news is largely 
because of stagflation, which indicates a 
period of high inflation coupled with a 
stagnating economy. When this hap-
pens, measures that are not adjusted for 
price growth can rise quickly. 

The trend is visible in wages, which 
rose at the fastest pace on record in the 
quarter to June, and high job-to-job 
moves, reflecting workers trying to limit 
the hit to their finances from high infla-
tion and rising rates. 

While inflation is easing, prices still 

grew by an annual rate of 6.8 per cent in 
July, more than three times the Bank of 
England’s target of 2 per cent. 

In cash terms, total wages are up
21 per cent from the quarter to February 
2020, but when adjusted for inflation 
they are largely unchanged. This strong 
wage growth likely helped the five-point 
rise in consumer confidence in August. 

“During a period of stagflation you 
would expect indicators in nominal/
cash terms, such as wages and tax reve-
nues, to be rising by more than real indi-
cators, such as the PMIs, real gross 
domestic product or real gross domestic 
product growth,” said Paul Dales, chief 
UK economist at Capital Economics.

Public finances 

The fast price and wage growth rates 
have been good news for the public 
finances. In the first four months of the 
current fiscal year, borrowing came in at 
about 17 per cent less than forecast by 
the Office for Budget Responsibility, the 
UK fiscal watchdog.

The public purse has also “benefited” 
from high inflation, pointed out Victoria 
Scholar, head of investment at Interac-
tive Investor, the online investor
service. “Inflation tends to provide a 
boost to government tax receipts as it 
pushes earners into higher tax brack-
ets, particularly with wage 
growth at a record high,” she 
explained.

The economy 

The combination of high infla-
tion, which boosts value added 

Rollercoaster 
ride of economic 
news blamed
on stagflation
Diverging trends confuse markets but most 
worrying sign has come from tumbling PMIs
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White House estimates 2mn women left 
the US workforce during the pandemic, 
contributing to the decline of the partic-
ipation rate among working mothers.

But the labour shortage caused by the 
pandemic forced employers to embrace 
flexible working hours, remote work 
and caregiving employee benefits, in 
addition to higher wages, which have 
drawn women back to work.

The shift comes as labour supply has 
rebounded more broadly, with the over-
all participation rate for workers aged 
25 to 54 recovering to its pre-pandemic 
level of 83.1 per cent.

“It’s not just that women are benefit-

ing from a strong labour market, they’re 
also driving the strength of the labour 
market,” said Rose Khattar, a director of 
economic analysis at the Center for 
American Progress.

“What is incredibly remarkable in 
terms of that particular [prime-age] 
group is that we know that age group 
tends to have caregiving responsibili-
ties, not just for young children, but also 
of elderly people,” Khattar added.

Misty Heggeness, a University of Kan-
sas professor who tracks women in the 
workforce, said it was unlikely all these 
mothers started working by choice.

“Moms returned to the labour force at 

a quicker rate than women without chil-
dren, and my interpretation of that is 
that moms had to come back to work 
because of the economic needs of their 
families,” Heggeness said, citing a year 
of consumer price inflation. “In today’s 
economy, being a one-earner family is 
becoming a luxury of the ultra-rich.”

Working mothers interviewed by the 
Financial Times said they still faced the 
same challenges in the workplace as 
before the pandemic, from aligning 
their work and childcare schedules to 
pay discrimination.

Working mothers also earn less on 
average than working fathers in the US, 
regardless of whether their jobs are full 
time, part time or seasonal. Mothers are 
paid 62 cents for every $1 that fathers 
earn, according to an analysis of 2022 
census data by the non-profit group 
Equal Rights Advocates. That gap is 
greater than that for women overall. US 
women typically earn 82 cents for every 
dollar earned by men, according to the 
Pew Research Center.

“If you look at women’s labour force 
participation, it’s really bounced and it’s 
back on track as if Covid hadn’t hap-
pened,” said Heidi Shierholz, a former 
chief economist at the Department of 
Labor who is now director of policy at 
the Economic Policy Institute.

“But it is still way below peer coun-
tries who have better childcare policies, 
better leave policies, better support for 
part-time work; all these things that 
provide support in the world we live in 
where women still shoulder dispropor-
tionate responsibility for caregiv-
ing . . . there’s still a long way to go,” she 
added.

Alice Lewis planned to return to her 
job as an executive assistant at a New 
York asset management firm after giv-
ing birth to her son 10 months ago, even 
though she had misgivings about the 
company’s parental benefits. The 
majority-male firm did not pay full 
wages during parental leave and its 
office lacked a lactation space.

“You have Warhols on the wall and 
the only place you can find for me to 
pump [breast milk] is the storage 
closet?” Lewis said.

Then, two weeks before she was set to 
return to work, Lewis learned in a Zoom 
call the post had been eliminated. After 
a year off, she is now interviewing for 
new roles, but finding it more difficult to 
get offers than before she was a parent.

“I just do not see how work can work 
for moms,” she added.

Employment. Labour supply

US mothers tempted back to workforce

TAYLOR NICOLE ROGERS
CHATTANOOGA
COLBY SMITH — WASHINGTON
EVA XIAO — NEW YORK

Anne Louis quit her job in 2019 after the 
birth of her son, who is autistic and has a 
tracheotomy, to give herself more time 
to co-ordinate his medical care.

But after the Covid-19 crisis raised 
consumer prices as well as the preva-
lence of flexible working arrangements, 
Louis decided to go back to work. While 
her husband’s income had covered their 
basic costs, the addition of Louis’s salary 
would allow them to afford private 
school tuition and new medical treat-
ments for their son.

“I want to be able to provide for my 
son as well,” said Louis, who now works 
at a telecoms company in New York. 
“But there’s also some solace in being 
able to [contribute] a little bit myself.”

Louis is among a growing number of 
mothers in the US who began working 
or looking for jobs after the pandemic.

In recent months, there have been 
more mothers in the workforce than at 
any time since the labour department 
began tracking them in 1948, according 
to government labour market data.

Some 75 per cent of mothers partici-
pated in the workforce in July, the last 
month for which data is available, rep-
resenting a rough return to pre-pan-
demic times. 

At the start of 2020, the labour force 
participation rate for mothers stood at 
about 74 per cent, before dropping to 
70.5 per cent in April. Mothers’ return to 
the workforce was faster than that of 
women without children.

“You want the best for your kids,” 
Louis said. “Sometimes it really means 
having a dual-income household.”

Economists feared the Covid-19 crisis 
would prompt a “she-cession” after 
women quit their jobs and were laid off 
at higher rates than men in 2020. Many 
of the jobs disproportionately occupied 
by women, in sectors such as restau-
rants and education, disappeared in 
large numbers.

Women are also more likely to be pri-
mary caregivers, and the pandemic-re-
lated closures of schools, day care cen-
tres and nursing homes also prompted 
millions to leave formal work. The 

Staff shortages are encouraging 

flexible arrangements, but pay 

and benefits remain challenges

Stepping out: 
the workforce 
participation 
rate for mothers 
has returned to 
roughly 
pre-pandemic 
levels — Timothy A. 
Clary/AFP/Getty Images

‘You have 
Warhols on 
the wall, and 
the only 
place for me 
to pump 
[breast 
milk] is the 
storage 
closet?’
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GUY CHAZAN — BERLIN

The German government has rejected a 
proposal to subsidise power prices for 
energy-intensive industries, in a move 
business groups warned would cause an 
exodus of manufacturing to countries 
with lower energy costs.

The decision is a setback for Green 
economy minister Robert Habeck, who 
had argued that high energy costs were 
damaging the competitiveness of com-
panies in Europe’s largest economy.

“German industry is sending out an 
SOS, but the government continues to 
ignore an emergency that is now acute,” 
said Markus Steilemann, head of chemi-
cal industry lobby the VCI.

Tanja Gönner, managing director of 
the BDI, the country’s main business 
lobby, said: “The absence of any tool 
that would reduce the burden of elec-
tricity costs in the current difficult situ-
ation is fatal. The government can’t 
duck away from this problem.”

But Olaf Scholz, chancellor, insisted 
the government was heeding industry’s 
calls for help, citing a €7bn package of 
corporate tax relief agreed by cabinet.

Scholz said yesterday that securing a 
cheap energy supply was an “ongoing 

issue”, and stressed that his government 
had spent “several billion euros” to sub-
sidise prices since Russia’s invasion of 
Ukraine 18 months ago. He added: “We 
are now seeing that prices are fall-
ing . . . that import costs . . . are declin-
ing — in part thanks to the strategy we 
developed.”

Russia’s attack on Ukraine and its 
move to cut gas flows to Europe hit Ger-
many hard, prompting alarm from busi-
ness as gas prices hit record highs last 
year. Scholz’s government responded by 
building new import terminals for liq-
uefied natural gas and spending billions 
to secure emergency LNG supplies from 
the US and Middle East. 

“The fact we acted so quickly meant 

we got through the winter and it wasn’t 
cold in our flats and factories,” said 
Scholz, who was speaking after a short 
government retreat in Schloss Mese-
berg, a baroque palace outside Berlin.

But energy costs remain above prewar 
levels, and are widely cited as a reason 
why the economy stagnated in the three 
months to June after shrinking in the 
previous two quarters.

Habeck first unveiled plans for a sub-
sidised electricity price in May, saying 
the government would spend €25bn to 
€30bn to ensure that big industrial con-
sumers would not have to pay more 
than €0.06 per kilowatt hour (kWh) for 
electricity until 2030. The spot market 
price is currently €0.089/kWh.

The move came amid concern that 
low energy costs in the US and the subsi-
dies on offer under President Joe Biden’s 
Inflation Reduction Act might tempt 
German companies to relocate.

Scholz said the best way to deal with 
the problem of high gas and electricity 
costs was to increase renewable energy 
capacity and expand the power grid. 
Germany plans to derive 80 per cent of 
its electricity from renewables by 2030.

But Steilemann insisted that until 
there was enough cheap renewable 
capacity available, the government 
must step in to help energy-intensive 
sectors such as chemicals. The idea was 
a “must-have for preventing deindustri-
alisation”, he added. 

MARTIN ARNOLD — FRANKFURT

Investors are increasingly betting that 
the European Central Bank will raise 
interest rates next month after Ger-
many reported higher than expected 
inflation in August and Spanish price 
growth hit a three-month high.

The inflation data from two of the euro-
zone’s big-four economies has raised the 
prospect that price growth across the 
bloc will be hotter than forecast when 
that figure is published today.

Investors believe the price data is 
likely to tip the balance on the ECB’s 
governing council in favour of raising 
interest rates for a tenth consecutive 
time on September 14, despite growing 
signs the bloc is heading for a downturn.

The euro rose 0.3 per cent against the 
dollar and eurozone sovereign bonds 
sold off on signs inflation would remain 
higher for longer. The yield on Ger-
many’s rate-sensitive two-year bond 
rose 6.1 basis points to 3.85 per cent, 
close to a one-month high. 

Economists at Dutch bank ING 
described next month’s ECB decision as 
a “coin toss”. 

Andrew Kenningham, chief European 
economist at consultants Capital Eco-
nomics, said the persistence of German 
and Spanish price growth showed “euro-
zone inflation may not fall as far as we 
had anticipated and marginally raises 
the chance of another rate hike in Sep-
tember, although it will be a close call”.

The harmonised index of consumer 
prices in Germany rose 6.4 per cent in 
the year to August, down from 6.5 per 
cent in the previous month, the federal 
statistical agency said yesterday. Econo-
mists in a Reuters poll had forecast a 
bigger slowdown to 6.2 per cent.

Excluding food and energy, German 
inflation was steady at 5.5 per cent, as 
underlying price pressures remained 
stubbornly high, which could worry 
ECB policymakers looking for these to 
fall before they stop raising rates. 

German services inflation dipped 
slightly to 5.1 per cent and food inflation 
fell to 9 per cent, but energy inflation 
reversed its recent decline, accelerating 
to 8.3 per cent. Goods inflation rose 
overall to 7.1 per cent. 

Spain’s statistics office said the har-
monised index of consumer prices rose 
2.4 per cent in the year to August, which 
was up from 2.1 per cent in June but 
slightly below economists’ forecasts. 
Higher energy inflation was a key factor 
in the rise of headline price growth, it 
said. The underlying rate of inflation, 
stripping out energy and fresh food 
prices, dipped from 6.2 to 6.1 per cent. 

Inflation in the eurozone was ex pect -
ed to fall from 5.3 per cent in July to 5.1 
per cent. The core rate of inflation, 
excluding energy and food prices, was 
predicted to fall from 5.5 to 5.3 per cent. 

The debt market sell-off reversed 
gains from late on Tuesday when 
weaker than expected US jobs data 
caused bond prices to rally as investors 
saw lower odds of another rate rise by 
the Federal Reserve.

The percentage of eurozone compa-
nies expecting to raise prices increased 
in most sectors for the first time since 
last autumn, a monthly European Com-
mission survey found. Consumers’ price 
expectations over the next year also 
rose by the most in more than a year.

 

Power costs 

Berlin rejects energy subsidies for industry 
Critics warn decision risks 
hitting competitiveness and 
encouraging exodus to US

Eurozone

ECB tipped to 
raise rates as 
inflation stays 
high in Spain 
and Germany

Sources: Misty Heggeness, IPUMS-CPS, University of Minnesota; US Bureau of Labor Statistics
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Ukrainian drones struck in seven Rus-
sian regions early yesterday, destroy-
ing several military cargo planes in the 
biggest attack of its kind since the full-
scale invasion last year.

Videos showed night-time blasts of 
rocket fire over the city of Pskov close to 
Russia’s border with Estonia. Flames 
rose over the city’s military-civilian air-
port as Russian air defences tried to 
down the drones. Tass, the state news 
agency, said at least four Ilyushin Il-76 
cargo planes were destroyed in Pskov.

Drones also struck targets in the 
Oryol, Kaluga and Ryazan regions, and 
in Bryansk, where they were aimed at a 
local television tower, among other 
structures. A drone heading for Moscow 
was downed in the Ruzsky district west 
of the city, the defence ministry said.

Pskov airport in was closed to civilian 
use yesterday, Russia’s aviation agency 
said. The local governor said authorities 

needed to assess whether there had 
been any damage to its runway.

Ukraine has steadily extended its 
ability to strike deeper behind enemy 
lines. To strike Russian territory, it has 
had to develop home grown aircraft as 
its western allies have refused to give it 
weapons to do so.

Such attacks “have military utility”, 
Mick Ryan, a former Australian gen-
eral, said on social media, as they “could 
force redeployment of Russian air force 
assets from Ukraine”.

Improved air defences have made 
Ukraine increasingly able to intercept 
Russian aerial attacks. Russia launched 
a missile and drone attack on Kyiv over-
night that left at least two people dead. 

Air defence units downed 28 missiles 
and all but one of 16 Russian drones, 
said Valery Zaluzhny, commander-in-
chief of Ukraine’s armed forces.

Moscow’s three main airports closed 
briefly to flights overnight, and 12 pas-
senger flights were redirected to other 
airports.
Tony Barber see Letters page

Ukraine war 

Kyiv launches biggest drone 
attack into enemy territory
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The EU is set to import record volumes 
of liquefied natural gas from Russia 
this year despite aiming to wean itself 
off Russian fossil fuels by 2027.

In the first seven months of this year, 
Belgium and Spain were the second and 
third-biggest buyers of Russian LNG 
behind China, according to analysis of 
industry data by Global Witness, a non-
government organisation. 

Overall, EU imports of the super-
chilled gas were up 40 per cent between 
January and July this year compared 
with the same period in 2021, before 
Russia’s full-scale invasion of Ukraine.

The jump is from a low base as the EU 
did not import significant amounts of 
LNG before the war in Ukraine due to its 
reliance on piped gas from Russia.

But the rise is much sharper than the 
global average increase in imports of 
Russian LNG, which was 6 per cent over 
the same period, Global Witness said.

The NGO’s analysis is based on data 

from industry analytics company Kpler. 
Global Witness said the cost of the LNG 
imported from January to July at spot 
market prices amounted to €5.29bn.

Most of the Russian volumes come 
from the Yamal LNG joint venture, 
which is majority-owned by the Russian 
company Novatek. Other stakes are 
held by France’s TotalEnergies, China’s 
CNPC and a Chinese state fund. The 
venture is exempt from export duties 
but is subject to income tax.

As well as resulting in billions of euros 
in revenues for Russia when the EU con-
tinues to tighten sanctions against Mos-
cow, the levels expose the bloc to any 
sudden decision by the Kremlin to cut 
supplies as it did for piped gas last year.

Belgium imports large volumes of 
Russian LNG because its port of Zee-
brugge is one of the few European points 
of transshipment for LNG from ice-class 
tankers used in the high north to regular 
cargo vessels.

Spain’s Naturgy and France’s Total 
also have continuing contracts for large 
amounts of Russian LNG, say analysts.

Energy imports

EU buys record amounts of 
Russian liquefied natural gas
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Scripps Research Translational Insti-
tute, said it was not clear how transmis-
sible BA.2.86 was. Vaccine makers have 
yet to show if their tweaked shots can 
tackle the strain, but Topol warned the 
boosters might not help much because it 
had undergone 30 mutations.

Before the emergence of the latest 
sub-variants such as BA.2.86, EG.5.1 
and FL.1.5, Topol surveyed 10 experts 
about the likelihood of another “Omi-
cron-like event” where the virus under-
goes a “hyper-accelerated evolution”.

The average probability of such an 
event by 2025 was put at 10 to 20 per 
cent, with one expert putting the 
chances at 38 per cent. “The risk is too 
high to turn your back on,” Topol said.

Are new vaccines ready?

The elderly and vulnerable will be 
offered Covid boosters in many coun-
tries this autumn. Manufacturers fol-
lowed advice from the US Food and 
Drug Administration to update the 
shots to protect against the prevalent 
XBB.1.5 Omicron sub-variant. Unlike 
last year, when some vaccines targeted 

two variants, the FDA recommended 
they focus on this one. A committee of 
the European Medicines Agency yester-
day recommended that the EU drugs 
regulator should approve an updated 
vaccine that would target XBB.1.5. 

The campaigns will largely use the 
messenger RNA-based shots from BioN-
Tech/Pfizer and Moderna. Pfizer aims 
to have its booster available at the same 
time as its updated flu shots — in late 
September or early October. Moderna 
expects to sell 50mn-100mn shots in the 
US, but is still in talks with the EU.

Work on pan-coronavirus vaccines 
continues but immunologists said it was 
hard to hold trials for a jab designed to 
tackle many sources of respiratory dis-
ease when Sars-Cov-2 is by far the most 
dominant virus in circulation. 

Identifying a surge in cases 

Governments have dismantled much of 
the Covid testing infrastructure that 
tracked infections. Topol at Scripps said 
health bodies would know if there was a 
surge only if a new variant caused severe 
Covid symptoms.

Increases in hospital admissions and 
deaths come weeks after infection rates 
have begun to rise. In the UK, admission 
rates rose in the week to August 17, from 
1.97 to 3 per 100,000 people, while 
deaths rose 35 per cent in the seven days 
to August 24. In the US, the CDC 
reported a 19 per cent rise in admissions 
and a 21.4 per cent increase in deaths in 
the week to August 19.

Have treatments improved?

Amesh Adalja, an infectious disease 
specialist and senior scholar at Johns 
Hopkins University, said care of most 
Covid inpatients had become so routine 
that it could be handled by general hos-
pital departments. “It is infinitely more 
manageable than it once was,” he said.

But doctors would still welcome bet-
ter drugs, in particular those that do not 
interact with others. Paxlovid, the anti-
viral from Pfizer, cannot be taken at the 
same time as many drugs, including 
those for cardiac conditions. 

Rasmussen fears that people are 
“mentally done with Covid”, making 
tracking cases, treating patients and 
vaccinating the vulnerable more diffi-
cult. “Just like seasonal flu, Covid is still 
going to be killing a lot of people,” she 
said. “It’s going to be harming a lot of 
people long-term with long Covid, and 
people just aren’t going to care about it.”

Public health. Coronavirus

Scientists keep wary eye on rise in Covid cases

HANNAH KUCHLER  — LONDON

The world is vulnerable to a dangerous 
wave of coronavirus infections after an 
increase in cases driven by new Omi-
cron variants over the summer, scien-
tists have warned.

As workers return from holidays and 
children go back to school, govern-
ments, regulators and vaccine makers 
are preparing for an autumn Covid-19 
booster season.

With hospital admission rates low but 
rising, experts said Covid-19 cannot yet 
be treated as a seasonal flu-like virus. 
The US Centers for Disease Control and 
Prevention warned last week that 
BA.2.86, a new sub-variant, may be 
more able to cause infection in people 
who have previously had Covid or been 
vaccinated against it, and urged the vul-
nerable to wear masks in public places.

Angela Rasmussen, a virologist at the 
University of Saskatchewan in Canada, 
said “all bets are off” if a variant that is 
more transmissible than Omicron, the 
dominant strain for nearly two years, 
emerges. “We haven’t seen the end of 
this virus. It’s going to [continue to] 
acquire mutations and that has unpre-
dictable results,” she said.

Emergence of a winter disease?

Last winter Covid infections in the 
northern hemisphere peaked around 
Christmas before falling in the spring 
and summer. But experts warn it is pre-
mature to expect it to follow the pattern 
of other respiratory infections.

Adam Kucharski, professor of infec-
tious disease epidemiology at the Lon-
don School of Hygiene & Tropical Medi-
cine, said there was a “surprisingly sta-
ble” pattern last year but warned: “I 
don’t think that’s automatically a reason 
to expect Covid to peak in late Decem-
ber again. It is plausible there might be 
multiple smaller peaks going into
winter.”

Transmission increases as people mix 
indoors in winter, but in warmer cli-
mates such as the southern US states it 
can also rise during the summer as peo-
ple huddle indoors to avoid the heat.

Now different populations have been 
exposed to varied strains, it is becoming 

Emergence of sub-variants 

means virus cannot yet be

treated as a seasonal bug

Protection: a 
woman receives 
a Covid shot in 
Spain last year. 
It is unknown if 
latest jabs can 
beat new strains 
Alejandro Martinez Velez/
Europa Press/Getty Images
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A group of army officers in Gabon claim 
they have seized power and placed pres-
ident Ali Bongo under house arrest, as 
the oil-rich country becomes the latest 
in west and central Africa to fall victim 
to a coup. 

“In the name of the Gabonese peo-
ple . . . we’ve decided to defend the 
peace by putting an end to the current 

regime,” the officers said in a statement 
read out on television, hours after 
Bongo had been declared the winner of 
Saturday’s election.

Brice Oligui Nguema, head of Gabon’s 
presidential guard and the man likely to 
be its new military ruler, said the ousted 
Bongo had “no right” to contest last 
weekend’s vote because of the stroke he 
suffered in 2018.

“The constitution was disregarded 
and the election method, in itself, was 
not good. So the army has decided to 
turn the page and take its responsibili-
ties,” he told Le Monde.

The coup in Gabon would be the 
eighth across west and central Africa 
since 2020 following two each in Mali 

and Burkina Faso, and one each in Chad, 
Guinea and Niger.

Bongo, 64, appeared in a video yester-
day, in which he confirmed he had been 
arrested and appealed to “all the friends 
we have all over the world” for assist-
ance. He also called on the Gabonese 
people to “make noise” about the coup.

News reports from the capital Libre-
ville showed people taking to the streets 
in support of the coup leaders. Videos 
and photos on social media showed jubi-
lant soldiers chanting “Oligui” and call-
ing him president, and people tearing 
down election posters with Bongo’s face.

Gabon’s electoral commission had 
declared Bongo the election winner with 
64 per cent of the vote, which would 

have extended his family’s 56-year rule. 
He has been in power since his father 
Omar Bongo died in office in 2009 hav-
ing run the central African country for 
more than four decades.

Bongo’s family has been accused of 
profiting from the state’s wealth at the 
expense of its citizens. French authori-
ties last year charged five of his siblings 
in connection with an €85mn fraud.

Gabon is a member of the Opec oil car-
tel, producing 200,000 barrels per day, 
which helps give it one of Africa’s high-
est incomes per capita. Yet its oil wealth 
is not distributed equally. More than a 
third of Gabon’s 2.3mn people live below 
the poverty line. Gabon and Bongo have 
maintained close economic and diplo-

matic ties with France, the former colo-
nial power. The French government said 
Paris “condemned the military coup 
under way in Gabon” and “reaffirmed 
its wish that the result of the election, 
when it is known, can be respected”. 

Josep Borrell, the EU’s chief diplomat, 
called the coup attempt “a big issue for 
Europe” that “increases instability” in 
the region. The election took place in a 
media blackout as the government 
denied entry to foreign news outlets and 
international observers were also not 
present to monitor the vote. 

Albert Ondo Ossa, leader of the oppo-
sition coalition, called the process 
a “fraud orchestrated by Ali Bongo and 
his supporters”.

JOE LEAHY — SHANGHAI

US commerce secretary Gina Rai-
mondo yesterday wrapped up a trip to 
China with a pledge to make a new 
mechanism for resolving commercial 
differences work better than past 
initiatives that failed to avert conflict 
over technology and trade.

Speaking in a Boeing hangar in Shanghai 
before departing for the US, Raimondo 
insisted the planned “commercial issues 
working group” would succeed where 
previous schemes were sidelined amid 
frictions between the world’s two largest 
economies.

“Why will this be different? We have 
to make it different. The US-Chinese 
relationship is too consequential and we 
can’t drift to a place of greater conflict,” 
said Raimondo, who has hailed the new 
working group as an achievement of her 
trip. “This is the beginning of a new 
approach. There’s a strong appetite 
among US business to make this work,” 
she told reporters.

Raimondo’s trip is part of efforts to 
resurrect dialogue between Washington 
and Beijing after relations plunged to 
their worst levels in decades because of 
disputes over Taiwan, trade and tech-
nology controls.

Raimondo has said the commercial 
issues working group will include pri-
vate sector and government representa-
tives and will meet twice annually, with 
the first session in the US next year.

But some experts questioned how the 
group would improve on previous 
mechanisms, such as the US-China Joint 
Commission on Commerce and Trade.

Bill Bishop, author of the Sinocism 
newsletter, said it had been years since 
the US Department of Commerce web-
site mentioned the JCCT, once the main 
forum for discussing commercial 
matters.

Raimondo warned on Tuesday that 
American companies were beginning to 
see China as “uninvestable”. She cited 
what she said were arbitrary fines, raids 
on businesses, counter-espionage law 
changes, new data localisation rules and 
local content requirements.

Raimondo, whose visit followed 
recent trips to Beijing by secretary of 
state Antony Blinken and Treasury sec-
retary Janet Yellen, met Chinese pre-
mier Li Qiang as well as economy chief 
He Lifeng and commerce minister Wang 
Wentao earlier this week.

Yesterday she met the powerful 
Shanghai Communist party secretary 
Chen Jining, who told her business and 
trade were important to provide “stabil-
ising ballast for bilateral ties”. “The 
world today is quite complicated. The 
economic rebound is a bit lacklustre. So 
stable bilateral ties in terms of trade and 
business is in the interest of [the] two 
countries,” Chen said.

Raimondo, who toured Shanghai Dis-
neyland and New York University’s 
campus in the Chinese financial capital 
yesterday, said the return to dialogue 
was important with US businesses still 
keen to invest in the country. “Now the 
work begins with these new working 
groups and information exchanges,” 
Raimondo said, adding that she hoped 
they would “lead to action, which will 
make the playing field more level”.
See The FT View
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harder to predict the severity of new 
variants as they cross into new regions, 
Kucharski said.

A powerful new variant?

Many scientists believe there is a signifi-
cant chance a variant powerful enough 
to evade existing defences will emerge. 
Eric Topol, director of San Diego’s 
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and fraud across the healthcare sector.
In one example cited by state media, a 

hospital head in Heilongjiang province 
took multiple bribes from drugs sales-
people, using a different phone number 
each time, making deals on remote 
roads and depositing cash in far-flung 
banks with the help of his relatives.

While the full extent of corruption in 
the sector is still becoming clear, doctors 
and other healthcare professionals warn 
that the crackdown will have a far-
reaching impact on Chinese patients 
and companies, as well as on multina-
tional drugmakers and researchers. 

Several chief executives of local drug 
companies have been detained and 
pharma companies no longer have easy 
access to hospitals to market their 
wares. The crackdown serves as a 
reminder to international investors, 
whose fortunes have been decimated by 
previous shake-ups in the internet and 
education industries, of how invest-
ments can quickly become vulnerable if 
a sector is targeted by Beijing.

Despite the slowing economy, China 
remains an important market for multi-
national pharma and medical equip-
ment companies. Pharma sales in China 

Novo Nordisk — Helen Chen, head of 
LEK Consulting’s healthcare practice in 
Shanghai, said “any dampening of sales 
growth in China is something they will 
be actively monitoring”.

Bruce Liu, who leads the life sciences 
division in China for Simon-Kucher, a 
consultancy, said in the short term the 
crackdown might hit sector-wide sales 
in China, but longer-term multinational 
pharma companies with higher compli-
ance standards may benefit.

“It will benefit companies that are 
more science-driven and have a cleaner 
way of doing promotion,” he said, add-
ing a note of caution: “Right now, it is 
not clear to the industry where the red 
line is, and the worst part is always the 
uncertainty.”

Chen Long, co-founder of Beijing-
based research company Plenum, said 
anti-graft campaigns were not unusual 
in China but their scale could be difficult 
to predict and, in this case, had taken 
investors by surprise. 

While some companies and investors 
had been caught off guard by the crack-
down, the government had signalled a 
crackdown was looming in 2020 and 
2021, said Ryan Manuel, managing 

director of Bilby, a consultancy that 
analyses Chinese government docu-
ments using artificial intelligence.

Some investors warn that no matter 
how justified, if the crackdown is mis-
handled, it could serve to damp private 
sector interest in an area becoming 
increasingly critical for China, as rising 
demographic challenges necessitate 
increased investment in healthcare. 

Sun Ningling, a cardiologist at Peking 
University People’s Hospital, warned in 
a social media post that the crackdown 
could hurt the advancement of medical 
science in China as even corporate spon-
sorship of conferences comes under 
scrutiny. Organisers have delayed or 
cancelled more than a dozen confer-
ences since the campaign began.

Xu Yucai, a former health official in 
Shaanxi province, said “long-term, sys-
tematic solutions” starting with 
improved oversight were needed but 
the latest campaign had swept through 
the industry “like a hurricane”. “The 
hospital executives and staff I know are 
all at a loss about what will happen next. 

“Everyone is scared,” Xu added.
Additional reporting by Hudson Lockett 
and Cheng Leng in Hong Kong

are forecast to grow to $264.5bn in 2026 
from $211.6bn last year and marking an 
almost $100bn increase from 2020, 
according to data from Fitch Solutions.

The anti-corruption campaign has 
dragged stocks in the sector sharply 
lower, with the MSCI China Healthcare 
index down almost 10 per cent since late 
May, while the benchmark CSI 300 
index has been flat. 

Since March, at least 12 applications 
for initial public offerings by Chinese 
pharma companies have been dropped 
amid the intensifying regulatory scru-
tiny, claims data from Wind, a Chinese 
markets information service. “The 
crackdown is going to have a knock-on 
effect for at least six months,” said one 
IPO banker in Shanghai. Given China 
represents a double-digit share of reve-
nue for many multinationals — 13 per 
cent for AstraZeneca and 10 per cent for 

‘The CCDI will probably 
send an inspection team 
to our hospital next month 
to decide who to arrest’

Legal Notices

China. ‘Discipline inspection’

Xi’s corruption purge creates climate of fear across health sector
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In late July, doctors at a Shanghai hospi-
tal were called into work at 6.30am for 
an urgent meeting, expecting to be 
faced with a healthcare emergency. 

Instead, they were met by manage-
ment, telling them the hospital would in 
September be placed under investiga-
tion by the Central Commission for Dis-
cipline Inspection, the Chinese Commu-
nist party’s internal watchdog.

While the hospital remained open, 
“we are focused on reporting each other 
to the authorities and conducting self-
inspection; the CCDI will probably send 
an inspection team to our hospital next 
month to decide who to arrest”, said one 
of the doctors.

Over the past few weeks, at least 176 
hospital bosses have been detained as 
President Xi Jinping’s administration 
has targeted bribery, embezzlement 

Medics, patients and pharma 

companies untainted by

graft caught up in campaign
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Americans,” the person pointed out.
Israel-based Septier, which was 

founded in 2000, has sold its lawful 
interception technology to telecoms 
groups including Mukesh Ambani’s 
Reliance Jio, the Vodafone Idea Indian 
joint venture, and Singapore’s Singtel, 
according to a company press release.

Its technology extracts “voice, mes-
saging services, web surfing and email 
correspondence” of targets, according 
to a promotional video on its website, 
and uses AI technology to search for and 
copy data, according to a person famil-
iar with the matter.

“Our company’s sales to foreign enti-
ties are regulated by the Israeli authori-
ties and all of our business is conducted 
in complete compliance with applicable 
law,” it said. It added that details about 
its customers and the types of products 
it supplies were confidential.

Israel-based Cognyte, which was spun 
out of software group Verint in 2021 and 
is listed on the Nasdaq, is another lead-
ing provider of surveillance products in 
India. In 2021, Meta alleged that 
Cognyte was among several companies 
whose services were being used to track 
journalists and politicians in multiple 
countries, although it did not mention 
India.

The Indian government, Cognyte, 
Vehere, Reliance Jio and Singtel did not 
respond to requests for comment. Voda-
fone Idea said it “remains strictly com-
pliant to licensing conditions mandated 
by [the] government of India and the 
prevailing regulations in force at any 
given time”.

“How much attention can the home 
secretary actually pay to each request?” 
said Pranesh Prakash, co-founder of the 
Bangalore-based Centre for Internet 
and Society, adding that the need to 
request permission from the home sec-
retary was only a “procedural safe-
guard” that “doesn’t make clear what 
distinguishes between targeted and 
mass surveillance”. 

India is not alone to have a more per-
missive legal interception regime. Some 
south-east Asian nations, and east Afri-
can countries such as Uganda and 
Rwanda, have similar interception laws. 

But the scale of India’s telecoms mar-
ket has grown exponentially in recent 
years. The country’s economic survey 
last year said that wireless data usage 
had risen from an average of 1.24GB per 
person a month in 2018 to over 14GB.

“Internet capacities are growing or 
doubling almost every year now,” said 
one veteran of the lawful interception 
industry in India. “They keep needing to 
add capacity.”

This has proved lucrative for lawful 
interception vendors. Vehere, founded 
in 2006 and jointly based in India and 
the US, advertises its “state of the art 
monitoring solution” that helps telecom 
companies “fulfil their legal obligation 
to intercept calls and data while main-
taining maximum privacy protection”.

One person who works in the industry 
said surveillance products made by 
Israeli companies had proved more 
popular than their international rivals. 
“Israelis are more open [to doing
business] compared to Europeans and 
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data, instead asking investigative agen-
cies to provide a court-approved war-
rant for targeted interception.

In India, security and law enforce-
ment agencies must request permission 
on a case-by-case basis from the home 
secretary to access data via the monitor-
ing equipment, but do not have to go via 
the courts. Civil liberties campaigners 
argue that these regulations are inade-
quate and lack judicial oversight, with 
the legal framework based in part on the 
colonial-era Telegraph Act of 1885.

In 2011 the Indian home affairs minis-
try said central government was issuing 
7,500 to 9,000 orders every month for 
phone interception. Udbhav Tiwari, 
head of global product policy at the 
Mozilla Foundation, called this process 
“rubber-stamping exercises”.

‘Israelis are 
more open 
[to doing 
business] 
compared 
to 
Europeans 
and 
Americans’

ALEXANDRA HEAL, ANNA GROSS, 
BENJAMIN PARKIN, CHRIS COOK
AND MEHUL SRIVASTAVA

Every day, reams of personal data flow 
through the subsea cable landing sta-
tions that have proliferated around 
India’s coast, connecting the communi-
cations of the world’s most populous 
country to the rest of the globe.

In each of these, innocuous-looking 
hardware is installed to search, copy 
and pump that data to Indian security 
agencies on demand, with the help of 
artificial intelligence and data analytics.

These so-called lawful interception 
monitoring systems help make up what 
one industry insider calls the “back-
door” that allows Prime Minister 
Narendra Modi’s government to snoop 
on its 1.4bn citizens, part of the coun-
try’s growing surveillance regime.

The speed of the growth of India’s 
communications market has fuelled a 
thriving industry of companies vying to 
sell powerful surveillance tools. These 
include homegrown providers such as 
Vehere, as well as less well known Israeli 
groups such as Cognyte or Septier.

Some of those links have raised 
alarms. Septier was also one of dozens of 
companies deemed a “potentially irre-
sponsible proliferator” by the Atlantic 
Council in 2021, which the US think-
tank defined as companies “willing to 
accept or ignore the risk that their prod-
ucts will bolster the capabilities of client 
governments that might wish to 
threaten US/Nato national security or 
harm marginalised populations”. Sep-
tier dismissed the Atlantic Council’s 
“finger-pointing” as “pure speculation”. 

Four people who have worked on sub-
marine cable projects all over the world 
said that India was unusual in that it 
openly required telecoms companies to 
install surveillance equipment at subsea 
cable landing stations and data centres 
that was approved by the government as 
a condition of operation.

New Delhi has said this surveillance is 
strictly controlled, with all monitoring 
requests approved by the home secre-
tary. Yet critics said these protections 
amounted to “rubber stamping” that 
did little to prevent abuse.

While the lawful interception rules 
predate Modi, his government has 
enthusiastically scaled up India’s snoop-
ing powers. Although never officially 
acknowledged, India has deployed the 
Pegasus spyware of Israeli group NSO, 
triggering a political scandal when the 
hacking tool was found on the phones of 
journalists and activists in 2019 and 
2021. A personal data protection bill 
passed this month also gives authorities 
broad powers to bypass privacy safe-
guards that critics say legislates “carte 
blanche” for government surveillance.

This contrasts with the approaches to 
surveillance elsewhere. A decade ago 
the Edward Snowden leaks revealed US 
and UK intelligence agencies were 
engaged in mass surveillance via back-
door arrangements with telecoms com-
panies, collecting and keyword-search-
ing bulk civilian communications data 
rather than just that of suspects.

Since then, western telecoms compa-
nies have largely resisted government 
pressure to install official backdoors 
providing unfettered access to customer 
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A judge in Pakistan has blocked Imran 
Khan’s release from prison a day after 
another court overturned a three-year 
sentence against him, as the popular 
former prime minister fights a barrage 
of legal cases that threaten to hamper 
his political comeback.

Khan, who many analysts had consid-
ered the favourite candidate ahead of 
forthcoming national elections, was 
jailed this month on corruption allega-
tions. His allies say he faces as many as 
200 separate legal cases.

But while Islamabad’s high court on 
Tuesday overturned the sentence, 
another court yesterday ruled that 
Khan must remain in jail until at least 
September 13 as he fights a separate 
accusation of exposing official secrets. 
He denies all the allegations.

The legal manoeuvring highlights the 
fading chances that Khan, who has been 
barred from active politics for five years 
as part of his conviction, can make a 
return in time for the next elections, 
which are expected early next year.

Since he was removed as premier in a 
no-confidence vote last year, Khan and 
his Pakistan Tehreek-e-Insaf party have 
surged in popularity thanks to an often 
vitriolic campaign for re-election.

In opposition, he has repeatedly 
clashed with the country’s powerful mil-
itary, which is influential behind the 
scenes and on which he had long 
depended for support. In recent months 
the authorities have arrested thousands 
of Khan supporters and pressured PTI 
leaders to break ties with him.

Authorities this month also ann -
ounced that national polls, which were 
due to be held this year, would probably 
be delayed by months as they redrew 
electoral boundaries based on a new 
census.

Analysts said the sequence of events 
around Khan’s jailing and the election 
delay highlighted the lengths to which 
the country’s power brokers, including 
the army, had gone to stop his return.

Khan’s opponents “are keeping the lid 
on PTI and they can’t afford elections 
because they’ll be wiped out”, said Ayaz 
Amir, a former member of parliament 
and a political commentator. “The PTI 
has to be kept out. Imran Khan remains 
in prison and their leading activists will 
be kept behind bars.”

Shehbaz Sharif, who replaced Khan as 
prime minister last year, stepped down 
this month and handed over power to a 
caretaker government that will govern 
the country until elections are held.

The turmoil has come alongside a 
severe economic crisis that in clu des 
surging inflation and rising poverty. The 
country in June narrowly avoided bank-
ruptcy after securing a $3bn IMF loan.

The latest case against Khan stems 
from allegations that he violated state 
secrecy laws when he waved a diplo-
matic cable at a rally last year. The cable, 
Khan said then, showed that his 
removal was the result of a conspiracy 
involving the US, Sharif and the army 
retaliating against him for his ties with 
Russian president Vladimir Putin. All 
three deny the claim.

Corruption allegations

Pakistan judge 
rules against 
former PM 
Khan’s release 
from prison

India’s communications ‘backdoor’ 
attracts Israeli surveillance groups
Little-known companies emerge as key providers of tracking equipment installed at subsea cable stations

NIC FILDES — SYDNEY

Australians are to vote on October 14 
on whether to recognise the indigenous 
population in its constitution in what 
the prime minister has called a “once in 
a generation chance” to improve the 
lives of Aboriginal people.

Recognition of 1mn First Nations peo-
ple, who have long been victims of dis-
crimination and prejudice, was one of 
the Labor prime minister’s central elec-
tion pledges.

“It is a moment calling out to the best 
of our Australian character. For Aborigi-
nal and Torres Strait Islander people, 
this has been a marathon. For all of us, it 
is now a sprint,” Anthony Albanese said 
yesterday as he announced the date.

The debate around the vote, which 
would also establish an advisory body 
on indigenous affairs, has been politi-
cally and socially divisive.

Tanya Hosch, an indigenous social 
activist and executive at the Australian 
rules football league, who spoke along-
side Albanese, said the “poisonous leg-
acy of our voicelessness” was apparent 
in data on suicide rates, youth unem-
ployment and child development.

The leaders of the opposition Liberal 
and National parties have come out 
against the amendment and question 

what power the advisory body would 
have amid concerns that its constitu-
tional status would allow it to challenge 
political decisions in the high court.

Jacinta Nampijinpa Price, who speaks 
on indigenous affairs for the Liberal 
party, said the vote would damage the 
country’s relations with its Aboriginal 
population.

“We will not allow this prime minister 
to divide our country in the constitution 
along racial lines,” she said.

Some indigenous leaders oppose the 
referendum on the grounds it stops 
short of a treaty agreement akin to those 
signed by Canada and New Zealand with 
their First Nations population.

Warren Mundine, a former Labor pol-
itician and one of the leading indigenous 
campaigners for a No vote, said the ref-
erendum was not a “magic wand” for 
Albanese to deal with the Aboriginal 
population’s issues. He criticised the 
prime minister for spending “hundreds 
of millions of dollars” on a referendum 
and flying around the country with a 
“happy clappy crowd”.

Support for the Yes campaign has 
dropped below No in recent weeks. A 
poll published at the start this month 
showed support slipped to 43 per cent, 
compared with 47 per cent for a No vote 
and 10 per cent undecided.

The referendum sets a high bar as it 
requires a majority to vote in favour of 
the constitutional change, as well as a 
majority of the six states.

South Australia, where Albanese 
launched the Yes campaign, and Tasma-
nia, where Price and Mundine were 
speaking, look to be crucial battle-
grounds. Victoria and New South Wales 
are polling higher for a Yes vote, while 
Queensland and Western Australia are 
expected to vote against it, polls show.

“We rise to the moment, like the kan-
garoo and the emu on our coat of arms,” 
Albanese said. “They never go back-
wards, they just go forwards. And so do 
we.”

Constitution

Australia sets date for indigenous referendum

Election pledge: Anthony Albanese 
launches the campaign yesterday 
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An artificial intelligence group with 
links to Abu Dhabi’s ruling family has 
launched what it terms the best-quality 
Arabic AI software, as the United Arab 
Emirates pushes to lead the Gulf’s 
adoption of generative AI. 

Jais, the large language model, is an 
open-source, bilingual model available 
for use by the world’s 400mn-plus Ara-
bic speakers, built on a trove of Arabic 
and English-language data. 

The model, unveiled yesterday, is a 
collaboration between G42, an AI com-
pany chaired by UAE national security 
adviser Sheikh Tahnoon bin Zayed al-
Nahyan; Abu Dhabi’s Moham ed bin 
Zayed University of Artificial Intelli-
gence (MBZUAI); and Cerebras, an AI 
company based in California. 

The launch comes as the UAE and 
Saudi Arabia have been buying thou-
sands of Nvidia chips needed for AI soft-
ware amid a global rush to secure sup-
plies to fuel AI development. 

The UAE had developed an open-
source large language model (LLM), 
known as Falcon, at the state-owned 
Technology Innovation Institute in Mas-
dar City, Abu Dhabi, using more than 
300 Nvidia chips. Earlier this year, Cere-

bras signed a $100mn deal to provide 
nine supercomputers to G42, one of the 
biggest contracts of its kind for a 
would-be rival to Nvidia. 

“The UAE has been a pioneer in this 
space (AI), we are ahead of the game, 
hopefully. We see this as a global race,” 
said Andrew Jackson, chief executive of 
Inception, the AI applied research unit 
of G42, which is backed by private 
equity group Silver Lake. “Most LLMs 

are English-focused. Arabic is one of the 
largest languages in the world. Why 
shouldn’t the Arabic-speaking commu-
nity have an LLM?”

However, the Gulf states’ goal of lead-
ership in AI has also raised concerns 
about potential misuse of the technol-
ogy by the oil states’ autocratic leaders. 

The most advanced LLMs today, such 
as GPT-4, which powers OpenAI’s Chat-
GPT, Google’s PaLM behind its Bard 
chatbot, and Meta’s open-source model 
LLaMA, all have the ability to under-
stand and generate text in Arabic. How-

ever, G42’s Jackson said the Arabic ele-
ment in models, which can work in up to 
100 languages, was “heavily diluted”. 

Jais performs better than Falcon, as 
well as open-source models such as 
LLaMA, when benchmarked on its 
accuracy in Arabic, said its creators. It 
had also been designed to have a more 
accurate understanding of the culture of 
the region, in contrast to most US-cen-
tric models, said Professor Timothy 
Baldwin, acting provost of MBZUAI. 

He added that guardrails had been 
created to ensure that Jais “does not step 
outside of reasonable bounds in terms of 
cultural and religious sensibilities”.

Before its launch, testing took place to 
weed out “harmful” or “sensitive” con-
tent, as well as “offensive or inappropri-
ate output that does not represent the 
values of the organisations involved in 
development of the model”, he added. 

Named after the UAE’s highest moun-
tain, Jais was trained over 21 days on a 
subset of Cerebras’s Condor Galaxy 1 AI 
supercomputer by a team in Abu Dhabi. 
G42 has joined other Abu Dhabi entities 
as launch partners, including Abu Dhabi 
National Oil Company, wealth fund 
Mubadala and Etihad Airways. 

Jais uses modern standard Arabic, 
which is understood across the Middle 
East, as well as regional spoken dialects.

Software development 

UAE creates Arabic language model in AI push 

‘The UAE has been a 
pioneer in this space, we 
are ahead of the game.
We see this as a global race’
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ANNA NICOLAOU — NEW YORK

Former BBC and New York Times head 
Mark Thompson has been appointed 
chief executive of CNN, as the troubled 
cable news channel tries to turn round 
its business after a rocky 18 months.

Thompson, who started out as an edito-
rial trainee at the BBC more than four 
decades ago, will lead CNN’s business 
and also act as editor-in-chief for the 
news network, parent company Warner 
Bros Discovery announced yesterday. 

Warner Discovery chief executive 
David Zaslav has been searching for a 
leader to steer CNN after a tumultuous 
era that culminated in his firing of Chris 
Licht as the network’s president in June. 

“There isn’t a more experienced, res -
p ected or capable executive in the news 
business today than Mark,” said Zaslav, 
adding that Thompson “transformed 
for the digital age two of the world’s 
most respected news organisations”.

Thompson, who starts work on Octo-
ber 9, will be taking charge of a network 
that has suffered plummeting ratings, 
sweeping job losses and the high-profile 
exit of stars such as Don Lemon. 

CNN has been in a state of flux since 
the abrupt departure of longtime and 
revered leader Jeff Zucker in February 
last year, which rattled staff. Zaslav last 
year handpicked Licht, a respected tele-
vision programmer, to replace Zucker. 

But Licht’s tenure turned out to be 
disastrous, mired by a series of contro-
versies that came to a head with an 
embarrassing profile in The Atlantic 
magazine, leading to his removal.

Under Zucker’s watch, CNN reached 
record ratings during Donald Trump’s 
presidency. But Zaslav, who took over 
CNN’s parent company Warner last 
year, has tried to reposition the network 
away from an “activist” stance.

While all the US cable news networks 
have suffered shrinking audiences in 
the past few years, CNN has fallen to a 
distant third place in the ratings behind 
rivals Fox News and MSNBC.

During his eight years as director-
general of the BBC, Thompson cut more 
than 6,000 jobs and faced scrutiny from 
the likes of James Murdoch. He has been 
credited with building the BBC into one 
of the world’s biggest digital news 
brands and with developing the iPlayer.

At the New York Times, Thompson 
steered the newspaper through an 
online transformation, helping it reach 
nearly 6mn digital subscribers by the 
time he left in 2020.

CNN appoints 
news veteran 
Thompson to  
arrest decline 
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RICHARD MILNE — NORDIC AND 
BALTIC CORRESPONDENT

Lego suffered its worst fall in profits 
in almost two decades as revenues 
stagnated after an extraordinary 
growth spurt from the Covid-19 pan-
demic came to an abrupt end.

The privately owned Danish toy-
maker said yesterday that sales in the 
first half of the year were up 1 per cent 
to DKr27.4bn ($4bn) but that operat-
ing profits had dropped 19 per cent to 
DKr6.4bn, their biggest fall since at 
least 2004.

Chief executive Niels Christiansen 
said he remained “very satisfied” as 
the group was outperforming a “very 
challenged” toy industry and cement-
ing its position as the largest toy-
maker by sales and profits.

He blamed the fall in profits on the 
“extraordinary tail” to recent raw 
material cost inflation and an increase 
in investments in new factories, soft-

ware engineers and sustainability.
Christiansen added that, because 

the company was family-owned and 
in a strong financial position, “we 
don’t start or stop investments 
depending on if the market is going up 
or down. We’ve kept outperforming 
the market at the same rate as the past 
four or five years. This year, the mar-
ket was down”.

He argued that the group was a long 
way from its last crisis in 2017 when 
sales and profits contracted as it lost 
market share. Lego outgrew the toy 
industry by an average of 12 per cent a 
year in the past five years, he added, 
while its operating profit in the first 
half of this year was almost double the 
level in the same period in 2019.

The maker of bright plastic bricks 
enjoyed remarkable success during 
the pandemic as parents flocked to its 
sets of police stations, Star Wars 
spaceships and Harry Potter castles. 

In the first half of 2021, its operating 

profits more than doubled — a rate 
that Christiansen said at the time was 
“unsustainable”.

Lego is building two new factories, 
in Vietnam and the US, which will 
open in 2024 and 2025, respectively, 
as well as expanding four of its five 
existing plants. It also plans to triple 
its spending on sustainability to $3bn 
a year by 2025 as it seeks to eliminate 
plastics derived from fossil fuels.

Its figures remain far ahead of US-
listed rivals Mattel, which recently 
enjoyed success with the Barbie film, 
and Hasbro. The companies each 
recorded operating and net losses in 
the first half on sales declines in the 
double-digit percentages with Mat-
tel’s revenues sliding to $1.9bn and 
Hasbro’s to $2.2bn.

Christiansen said he was happy for 
Mattel after Lego’s own box office suc-
cesses. But he added: “We still take 
significant market share. If you look 
at it, we are still the ones that grow.”

Stumbling blocks Lego’s profits tumble 19% on 
higher raw material costs and spending drive

Facing the music: the Danish toymaker’s pandemic-led growth spurt has come to an end — Ekaterina Minaeva / Alamy Stock Photo

services such as video calls with doctors, 
and earlier this year by closing a $3.9bn 
deal to acquire One Medical, a subscrip-
tion-based healthcare provider. The 
multibillion-dollar over-the-counter 
drugs market represents another poten-
tially ripe sector for expansion.

“Amazon wants to be involved in 
healthcare in a consumer-facing way in 
areas where consumers have choice,” 
said George Hill, a healthcare technol-
ogy analyst at Deutsche Bank.

The FDA has also sent warning letters 
over the past several years to third par-
ties that sell on Amazon.com, as well as 
Amazon “Associates” — individuals who 
earn commissions on the sale of items 
they promote online — about product 
sales that the regulator said violated its 
rules. 

JPMorgan said in a note last week that 
third parties were a key “driver” of 
Amazon’s growing share of the US ecom-
merce market, expanding faster than 
sales at Amazon’s own online stores.

Amazon said that it required “all 
products offered in our store to comply 
with applicable laws, regulations and 
Amazon policies, and we develop inno-
vative tools to prevent unsafe products 
from being listed.”

The company added: “We continu-
ously monitor our store, and if we dis-
cover a product was undetected by our 
automated checks, we address the issue 
immediately and refine our controls.”

Amazon is not the only sprawling 
marketplace having to police the poten-
tial problems that are caused by the mil-
lions of sellers that use its online plat-
form. 

The Financial Times this year identi-
fied numerous users of TikTok, the Chi-
nese-owned social media app, selling 
products that violated the group’s par-
ent company ByteDance’s guidelines, 
including weight-loss tea and prescrip-
tion drugs.

Amazon faces 
lawsuit over 
‘unapproved’ 
US drug sales
3 FDA regulator intensifies scrutiny 
3 Tech group pushes into $4tn sector

CAMILLA HODGSON — SAN FRANCISCO

Amazon is being threatened with legal 
action from the US medicines watchdog 
over the sales of “unapproved” drugs on 
its online site, as the tech group faces 
scrutiny while seeking to break further 
into the $4tn American healthcare 
industry.

The Food and Drug Administration 
wrote to Amazon chief executive Andy 
Jassy in a letter this month complaining 
that drugs that supposedly treated
molluscum contagiosum, a skin condi-
tion that causes lesions on the body, 
were being sold on Amazon.com.

The FDA said Amazon had distrib-
uted four such products “directly to 
individual US consumers on behalf of 

third [party sellers],” despite there 
being no legal over-the-counter drugs 
for a condition that it said should not be 
self-diagnosed or treated. 

The regulator also expressed concern 
that the drugs were being marketed for 
use by children, adding that Amazon 
must address the agency’s concerns or 
risk “legal action”.

The letter is at least the third warning 
sent to Amazon in the past 12 months 
over the sale of what the FDA said were 
unapproved drugs. 

The company also received com-
plaints from the regulator in relation to 
mole and skin tag remover products and 
dietary supplements that contained an 
anti-inflammatory drug that was not 
listed on the product labels.

Amazon has been pushing into the US 
healthcare industry by launching online 

The regulator expressed 
concern that the drugs 
were being marketed for 
use by children

T he year 2022 was a vintage 
one for political turmoil in 
Latin America. Colombia 
elected a leftwing former 
guerrilla as president, Chile 

considered (and rejected) a radical
new constitution, Peru’s elected presi-
dent was impeached and imprisoned 
pending trial after after a failed attempt 
to seize extraordinary powers and Bra-
zil’s far-right leader Jair Bolsonaro nar-
rowly lost a bid for re-election.

It was also a record year for foreign 
direct investment. Investors committed 
$225bn to Latin America and the Carib-
bean in 2022, according to ECLAC, the 
UN’s economic agency for the region. 
That was 55 per cent more than the pre-
vious year and comfortably surpassed 
the previous peak a decade earlier. Part 
of the increase was a post-pandemic 
rebound, but the number of future 
projects announced also rose, though 
more modestly.

There were other surprises. Despite 
alarm in Washington over growing Chi-
nese interest in Latin America, Beijing 
and Hong Kong accounted for just 3 per 
cent of the money flowing into the 
region last year. That was far behind the 
US’s 38 per cent or the EU’s 29 per cent. 

Although Latin America has been 
much touted as a location for renewable 
energy investment, more foreign 
money was spent last year on fossil fuel 

Investment boom defies political worries from Mexico to Brazil

investment promotion agency after tak-
ing office in 2018, reasserting state con-
trol over the energy industry and pick-
ing fights with some foreign companies 
based in the country. Ramsey believes, 
however, that Mexico’s numbers will 
improve as nearshoring gains more 
traction and investors look to the next 
election in 2024.

While Mexico underperformed, it was 
the opposite story in Brazil, the region’s 
biggest economy with just under a third 
of GDP. It secured 41 per cent of all the 
foreign investment and became the 
world’s number five destination for for-
eign investment last year, behind the 
US, China, Hong Kong and Singapore, 
according to Unctad. Brazil is also the 
top developing economy for interna-
tional renewable energy investment, 
according to Unctad, with $115bn in 
projects.

José Manuel Salazar-Xirinachs, the 
head of ECLAC, believes Latin America 
can compete effectively with Asia for 
foreign investment, although it needs to 
work harder.

“There aren’t really any secrets,” he 
says. “Beyond the flows to extractive 
industries . . . it’s very clear that the 
most successful countries in attracting 
more technologically sophisticated FDI 
have a combination of conditions 
including rule of law, good operational 
and logistical regimes and, above all, 
high-quality human resources.” 

Can the region’s presidents deliver or 
will last year’s strong investment num-
bers prove to be a flash in the pan? “The 
opportunity is there but it takes two to 
tango,” said UBS’s Czerwonko. “Quite 
frankly, Latin American leaders are not 
doing a whole lot to get out there and 
promote their countries as attractive 
destinations for foreign investment.”
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projects in the region than on solar or 
wind, the first time this has happened 
for a decade. Exxon’s drive to step up oil 
production from Guyana was a key rea-
son. Brazil and Argentina are boosting 
oil and gas production too. Most Latin 
American governments want to make 
the most of their fossil fuels before they 
become stranded assets and global oil 
groups are keen to diversify sources of 
supply because of the war in Ukraine. 

Alejo Czerwonko, chief investment 
officer for Latin America at UBS Wealth 
Management, believes the investment 
boom in the region reflects a rapid 
redrawing of the global supply chain 
map. “Countries and companies are 
promoting resilience, security and 
safety over price and efficiency for the 
first time in over 30 years,” he says. 
“This is good for Latin America.”

The nearshoring 
winds are certainly 
blowing in Latin 
America’s direc-
tion, thanks to its 
proximity to the US 
and privileged 
t r a d e  a c c e s s 
enjoyed by Mexico 
and Central America in particular.

But the politics have not gone away 
either. Mexico’s economy accounts for 
almost a quarter of Latin America and 
the Caribbean’s combined GDP and 
should be the prime destination for 
nearshoring, yet it managed to attract 
only 17 per cent of the total foreign 
investment in the region last year.

“We could have seen better perform-
ance [from Mexico] if it wasn’t for some 
of the micro issues,” says Ben Ramsey, 
head of emerging markets sovereign 
strategy at JPMorgan, in an oblique ref-
erence to President Andrés Manuel 
López Obrador’s policies.

These included abolishing Mexico’s 

The nearshoring winds 
are certainly blowing 
in Latin America’s 
direction, thanks to its 
proximity to the US
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ple of the “overregulation” weighing 
down Europe’s largest economy.

He argued that the ban, which would 
prevent broadcasters from showing ads 
for unhealthy foods aimed at children 
during certain time slots, would have a 
“significant” impact on the TV industry 
at a time when it is already struggling. 

“It is a fact of life that the German TV 
advertising market is the weakest 
among the bigger advertising markets 
in Europe,” said Rabe. “That has to do 
with private consumption, consumer 
confidence and the like.”

Earlier this month, RTL Group 
reported a 12.5 per cent fall in advertis-
ing revenue in the first half of 2023 that 
hit overall revenues and profits. 

Rabe’s comments come amid gloom 
and anxiety in Germany about the state 
of the nation, which is forecast to have 
the worst-performing economy of the 
world’s leading nations this year and is 
facing challenges from a lack of digitali-
sation to faltering global trade.

The justice minister, Marco 
Buschmann, yesterday warned that 
companies in Germany were experienc-
ing “bureaucracy burnout” but prom-
ised that ministers were listening.

Rabe, who is also CEO of RTL’s parent 
company Bertelsmann, argued that the 
German economy was actually “in 
much better shape than many people 
think”. But he also said that the debate 
should be a “wake-up call” for politi-

cians who needed to better appreciate 
the importance of private companies to 
the nation’s overall wellbeing. 

Rabe said that the proposed advertis-
ing ban, which has also met with opposi-
tion from the liberal members of chan-
cellor Olaf Scholz’s ruling three-way 
coalition, was an example of the exces-
sive load being placed on corporations. 

This plan, he said, was “overdone, it’s 
disproportional and it’s ideological — 
and there’s no proper scientific basis for 
banning advertising, hoping that this 
will have an impact on the health of peo-
ple and young people in particular”. 

Özdemir has won the backing of doc-
tors, dentists and health associations for 
his proposal to ban TV adverts for foods 

LAURA PITEL — BERLIN

The head of Germany’s biggest private 
broadcaster has hit out at an “ideologi-
cal” government plan to curb junk food 
advertising, warning that it will worsen 
the strain on the television industry at a 
time of concern about the economy.

Thomas Rabe, chief executive of the 
European broadcasting network RTL 
Group, said a proposal by the Green food 
and agriculture minister Cem Özdemir 
to ban junk food adverts was an exam-

‘Ideological’ move will 
hurt German TV sector, 
broadcaster’s chief warns

ANDRES SCHIPANI — ADDIS ABABA

Safaricom, Kenya’s biggest telecoms 
operator, is finally launching its 
pioneering mobile money service in 
Ethiopia, Africa’s second-largest coun-
try by population and one hailed as “the 
last frontier” for digital banking. 

M-Pesa, which allows people to store 
and send money by phone, has been 
credited with bringing tens of millions 
of unbanked Kenyans into the financial 
system and supporting one of Africa’s 
most sophisticated telecoms sectors. 

Named after the Swahili word for 
money, the service went live in Ethiopia 
this month and will be officially 
launched and promoted across the 
Horn of Africa country in September.

“By the end of September we will fully 
launch M-Pesa here. We have been 
building technology, created products, 
and will have M-Pesa integrated with 
more banks — the opportunity is mas-
sive,” Peter Ndegwa, chief executive of 
Safaricom, told the Financial Times in 
Ethiopia’s capital, Addis Ababa. 

Safaricom is the first private telecoms 
provider in Ethiopia, regarded as one of 
the most potentially lucrative markets 
for operators. But it has proved hard to 
crack given the country’s long history of 
state-led development, which pro-
moted national control of many sectors, 
including telecoms and banking. 

This has been shifting with plans from 
the government of prime minister Abiy 
Ahmed, who took office in 2018, aimed 
at liberalising the economy. A consor-
tium led by Safaricom, which is part-
owned by Vodafone, paid $850mn two 
years ago for a telecoms licence and 
another $150mn in May for a mobile 
money licence to operate in Ethiopia. 

“This is a cash country, credit card 
penetration is not high here, there are a 
lot of rural markets that still need to be 
connected, so mobile money has all the 
ingredients of success,” Ndegwa said. 
“Ethiopia is the last frontier.”

M-Pesa has more than 50mn custom-
ers across seven countries in Africa — 
including two with big populations, 
Egypt and the Democratic Republic of 
Congo — making more than $314bn in 
transactions per year. 

Ethiopia has 120mn people, making 
its telecoms market — a monopoly since 
1894 when Emperor Menelik II installed 
the first line between Addis Ababa and 
the eastern city of Harar — the key Afri-
can one to break into. 

“Mobile financial services is about 

‘Cash country’ is one of most 

potentially lucrative markets 

for operators to break into

liberalises its foreign exchange system 
— something the IMF and the World 
Bank are encouraging it to do — which is 
managed by the National Bank of Ethio-
pia, the central bank. Foreign compa-
nies in the country struggle to repatriate 
profits amid a foreign exchange crunch 
and inflation at around 30 per cent. 

“We are hopeful that the govern-
ment’s efforts for financial liberalisation 
will continue to bear fruit as the econ-
omy opens to support mobile money 
and the banking sectors,” said Ndegwa. 
“Dividends will not need to be paid for 
quite a while, so they have time.” 

Safaricom owns 52 per cent of the 
Ethiopian operation itself, with 25 per 
cent owned by Japan’s Sumitomo Corpo-
ration and the rest belonging to Voda-
fone’s South African subsidiary
Vodacom, British International Invest-
ment (the UK’s international develop-
ment investment arm) and the Interna-
tional Finance Corporation, a World 
Bank body. 

Ethiopia’s central bank governor 
Mamo Mihretu said the government 
was “committed to deepen economic 
reforms”, including allowing foreign 
banks to operate in Ethiopia in the com-
ing months, and called M-Pesa “the first 
international investor in the mobile 
money space”.

“This means we are already opening 
up the financial sector to foreign play-
ers,” Mamo added. The government also 
vowed to liberalise the foreign exchange 

numbers, it is about having a big popu-
lation,” said Ndegwa. “There’s abso-
lutely no other country that’s this large 
and which has this potential, and it is 
virgin territory at the moment.” 

Ndegwa added that Safaricom made a 
bet “on the future of the country” when 
it secured the telecoms licence in 2021 
at the peak of a brutal two-year conflict 
in northern Ethiopia, which ended with 
a peace deal in November last year.

“We knew that the political conflict 
had to be resolved or settled before the 
economic transformation was acceler-
ated,” Ndegwa added. Since starting 
operations last year, the Kenya-based 
company has attracted more than 5mn 
mobile phone customers in Ethiopia. Its 
green billboards are almost as ubiqui-
tous in Addis Ababa as they have been in 
Nairobi for the past three decades.

A speed bump remains until Ethiopia 

Mobile pioneer: 
Kenya-based 
Safaricom is the 
first private 
telecoms 
provider in 
Ethiopia where 
its M-Pesa 
service, below, is 
being officially 
launched next 
month — Patrick 

Meinhardt/Bloomberg; 

Thomas Mukoya/Reuters

‘There are a 
lot of rural 
markets 
that still 
need to be 
connected, 
so mobile 
money has 
all the 
ingredients 
of success. 
Ethiopia 
is the last 
frontier’
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high in sugar, fat or salt and aimed at 
children between 5pm and 10pm week-
days and extra slots on weekends. Sup-
porters claim it will help tackle obesity 
and diabetes and other illnesses.

But the draft law — which has already 
been watered down by Özdemir in the 
face of opposition — has drawn the ire of 
food manufacturers and industries 
dependent on advertising.

Bertelsmann yesterday reported 
record revenues of almost €10bn in the 
first six months of 2023. But it suffered a 
squeeze on profits, which fell from 
€492mn in the first half of 2022 to 
€260mn in the same period this year. 
Additional reporting by Guy Chazan 
in Berlin

RTL attacks plan to ban junk food ads

regime and envisages a sell-off of a stake 
in the state provider, Ethio Telecom, 
with Orange and Etisalat having 
expressed interest, officials said.

“The menu of digital finance offerings 
has expanded significantly in recent 
years, showing a strong underlying 
demand for the use of such services,” 
said Mamo. He added that the total 
number of mobile banking users — 
essentially, subscribers of Telebirr, 
which was launched in 2021 as the 
mobile money service of Ethio Telecom 
— had topped 27mn in two years.

Ethiopia had originally told bidders 
that foreign companies could not offer 
cashless transactions, largely because of 
central bank restrictions on foreign 
banks, which would have left Ethio Tele-
com as the sole provider. Finally, 
though, it allowed new operators to 
offer mobile money services.

“We were always clear to the govern-
ment that we were building on the basis 
that telecom operators will be allowed 
to operate mobile financial services,” 
said Ndegwa, stressing that 40 per cent 
of Safaricom’s revenue in Kenya comes 
from services related to M-Pesa, which 
can be used from any type of mobile 
phone device. 

He described mobile money as “the 
jewel in the crown” of the Ethiopian 
licence and forecasts it “will be a mate-
rial part of our business” which is pre-
dicted to make up “a quarter or a third” 
of Safaricom’s revenues in the country. 

LEO LEWIS AND KANA INAGAKI — TOKYO

The elegantly dressed, permanently 
polite staff of one of Tokyo’s most 
famous department stores are to shat-
ter tradition and go on strike for the 
first time since the 1950s.

Customers of the Seibu department 
store in Ikebukuro were warned on its 
website yesterday that the shop would 
be closed today, owing to industrial 
action timed to disrupt a series of in-
store promotions of autumn fashion, 
accessories and beauty products.

Japanese department store workers — 
whose functions include welcoming 
customers into the lifts and maintaining 
absolutely spotless surfaces — have not 
held a full-day strike at a large outlet for 
more than 60 years. 

Their reluctance to take action 
reflects a national decline in the number 
of strikes since the mid-1970s.

The walkout has shocked a nation 
where workers rarely take to the streets 
demanding higher wages or better con-
ditions, although analysts say employ-
ees might feel more empowered in the 
coming years as the country’s labour 
shortage accelerates. 

The strike, involving as many as 900 
workers, is in protest at plans by the 
retailer’s owner, 7&i Holdings, to sell the 

10-store Sogo & Seibu chain to the US 
investment fund Fortress.

Workers fear that the estimated 
$1.5bn sale, which would involve 
combining the flagship Ikebukuro store 
with a prominent electronics retailer, 
Yodobashi Camera, will ultimately cost 
them their jobs.

A representative of the Sogo & Seibu 
staff union told the Financial Times that 
its members had decided to go ahead 
with the strike because, despite its 
efforts to talk 7&i out of the sale, the deal 
would go ahead.

7&i has not formally announced 
a decision but two people familiar with 
the situation said the company was 
set to hold an extraordinary board 
meeting today at which the matter 
would be settled.

The strike is the culmination of a dis-
pute lasting several months between the 
Sogo & Seibu union and the manage-
ment of 7&i, as the company has come 
under sustained pressure from the 
US-based activist investor ValueAct to 
divest non-core businesses. 

Despite a boost in tourist spending at 
Japanese department stores in the years 
before the Covid-19 pandemic, the busi-
ness has been heavily overshadowed 
within the 7&i portfolio by the highly 
profitable mainstay of convenience 
store operations.

Department store chains across Japan 
have struggled in recent years amid 
a shift in consumer trends and an 
increase in online sales. 

Revenues at Sogo and Seibu depart-
ment stores have declined 45 per cent in 
the past decade, with sales of ¥447bn 
($3bn) in the year to March 2022.

7&i apologised for the inconvenience 
caused to customers and business part-
ners by the strike, and said its depart-
ment store management would con-
tinue to engage in collective bargaining 
and consultation with the union.

Shares in the company dropped 1.7 
per cent yesterday.

Tokyo store’s 
first employee 
walkout since 
1950s leaves 
 Japan shocked

Telecoms. Digital banking

Safaricom rolls out mobile money in Ethiopia

Seibu workers fear the 
estimated $1.5bn sale to 
Fortress will ultimately 
cost them their jobs
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OLIVER TELLING — LONDON
CHAN HO-HIM —HONG KONG

The world’s largest shipping and logis-
tics groups are locked in an increasing 
rush to buy facilities in Asia to help 
their customers expand supply chains 
beyond China.

Competition for assets has been fuelled 
by cash reserves that freight groups 
built up when disruption and increased 
ecommerce spending boosted demand 
for logistics services during the pan-
demic.

Businesses including the German 
container carrier Hapag-Lloyd and 
Denmark-based AP Møller-Maersk 
have invested in ports, warehouses and 
other logistics infrastructure to support 
the increasingly complex supply chains 
developing between countries including 
Vietnam, India and Malaysia.

Dheeraj Bhatia, who oversees Hapag-
Lloyd’s business in India, said competi-
tion to invest in these markets was 
increasing as they attract more of the 
offshore manufacturing that previously 
focused on China.

“The whole world sees India and 
south-east Asia as the next natural 
option to offshore,” Bhatia said. “Middle 
Eastern, Chinese, European . . . compa-
nies from all sides will try to invest into 
these markets.”

Executives said they were responding 
to western multinationals’ desire to 
reduce their reliance on China and 
establish back-up production lines. The 
trend was inspired by geopolitical rifts 
and disruptions during the pandemic.

The executives warned that alterna-
tive manufacturing hubs across south 
and south-east Asia needed substantial 
investments.

Hapag-Lloyd, which had a 40-fold 
earnings increase between 2019 and 
2022, announced in April that it had 
acquired a 40 per cent stake in Indian 
port operator JM Baxi. Bhatia said the 
group was considering further invest-
ments in Indian ports and rail infra-
structure. 

“The port infrastructure on the west 
coast especially is reaching its limits,” 
Bhatia said.

Maersk last year completed a $3.6bn 
acquisition of Hong Kong-based LF 
Logistics and its 198 warehouses across 
Asia. The group set out plans this year to 
develop two new berths at Vietnam’s 
Lach Huyen port along with the local 
Hateco group.

Anne-Sophie Zerlang Karlsen, head of 
customer delivery for Maersk in the 
Asia Pacific region, stressed the impor-
tance of expanding and investing across 

south-east Asian countries had just 31 
between them.

Drewry researchers nevertheless 
expect the container capacity of south 
Asian ports to increase 31 per cent in the 
five years to 2027, compared with 14 per 
cent for ports globally.

Such expansion is underpinned by 
sharp increases in goods traffic from 
Asian countries other than China. Eric 
Reuter, Asia Pacific vice-president at 
Forto, said the Berlin-based freight for-
warder had doubled the volume of 
exports it handled from Vietnam 
between 2021 and 2022.

There are also projections of rapid 
growth of trade between Asian econo-
mies. UPS, the US-based logistics com-
pany, expects that trade within the con-
tinent will more than double in the dec-
ade to 2030, to $13.5tn. Its Asia Pacific 
president, Michelle Ho, said intra-Asia 

trade held “incredible potential”.
Among the growing trade’s benefici-

aries has been Singapore. Onno Boots, 
chief executive for Asia Pacific and 
Middle East at logistics group Geodis, 
part of France’s state-owned SNCF, said 
a number of manufacturers were mov-
ing their Asia Pacific distribution cen-
tres to the city-state, although many of 
Singapore’s warehouses were at full 
capacity.

Kuehne+Nagel moved its regional 
headquarters from China to Singapore 
before completing its $1.3bn acquisition 
of Hong Kong-based Apex Logistics in 
2021, according to Joerg Wolle, the Swiss 
logistics company’s chair. The step was 
a bet on growing south-east Asian trade.

Businesses from China are also seek-
ing to get involved. Reuter pointed out 
that many new factories in Vietnam 
were managed by Chinese investors. 

Shipping

Logistics groups seek India and south-east Asia bases to help clients offshore
south-east Asia as intraregional trade 
continues to rise. It was “very viable” 
that the area would experience “very 
rapid and high growth” for a number of 
years, she said.

China continues to enjoy a substantial 
lead in the capacity of its freight infra-
structure. Research group Drewry 
found this year that China had 76 con-
tainer terminals able to support large 
ships carrying more than 14,000 20ft 
containers, the size most often used on 
trade routes between Asia and both 
Europe and North America. South and 

‘Middle Eastern, Chinese, 
European . . . companies 
from all sides will try to 
invest into these markets’
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RACHEL MILLARD 

The 169 wind turbines spinning off the 
Yorkshire coast are an engineering feat: 
each eight-megawatt model erected by 
Danish developer Ørsted can power a 
home for 24 hours with a single rotation 
of its 81-metre turbine blades.

Dozens of miles north, rival wind-
farm developer SSE is already upping 
the ante with its newest turbines, where 
a single rotation of the 107-metre blade 
can power a home for two days. The 
jump in turbine size in the offshore wind 
industry, where blades can reach higher 
than New York’s Rockefeller Center and 
provide electricity for millions of 
homes, reflects the fierce race for scale 
over the past decade or more. 

The rapid pace of evolution spurred 
on by wind-farm developers and tur-
bine makers has helped push down 
costs and proved that the industry can 
play an important part in decarbonising 
the energy system. But critics fear the 
race may now be starting to do more 
harm than good, as supply chains strug-
gle to catch up and questions over tech-
nical risk and profitability for turbine 
makers arise.

“The acceleration in the cycles for 
developing new wind turbine models in 
recent years has not been helpful,” said 
Christoph Zipf, a spokesperson for trade 
group WindEurope. “It needs to slow 
down.” Many industry executives want 
an end to the era of turbine growth with 
a period of standardisation of turbine 
models seen as the best way to help 
developers meet rapid growth targets. 

While a cap on turbine size has also 
been discussed seriously within the 
industry, many developers still find it 
hard to resist the lure of the higher effi-
ciencies touted. Turbine producers also 
face continuing competition for larger 
machines, especially from Chinese 
rivals. From the early models in the 
1990s of less than one megawatt, tur-
bines are now being developed with a 
capacity of 18MW or more, with blades 
longer than football pitches supported 
by towers rising more than 100 metres 
above the water’s surface.

Getting more electricity from each 
turbine has helped push down the costs 
of energy from wind by 60 per cent dur-
ing the decade to 2021, according to the 
International Renewable Energy 
Agency. However, the pace of develop-
ment brings its challenges, for example 
for makers of the vessels installing the 
turbines as well as other parts of the 
supply chain that need to adapt to the 
huge increases in size and weight.

“You are [now] talking about nacelles 
[part of the turbine] weighing 800 to 
1,000 tonnes,” said Anders Nielsen, 
chief technology officer at turbine man-
ufacturer Vestas. “You need to reinforce 
the quayside [to cope].” A report from 
consultants Wood Mackenzie this 
month said that half of the world’s 
installation vessels are set to retire 
because they cannot cope with newer 
turbine models, with about $13bn of 
investment needed for replacements.

But vessel owners have already been 
burnt by investing heavily in new mod-
els only to find they were quickly out-
grown, said Torgeir Ramstad, managing 
director in the installation division at 
offshore vessel owner Cyan Renewa-
bles. “We [Cyan] will only now build on 
the basis of long-term contracts from 
developers,” he said.

The rapid pace of development means 

models are being introduced before the 
performance of existing models has 
been observed over the long term, rais-
ing questions about whether potential 
problems are understood. 

“I don’t know of any other industry 
that’s pushed ahead at this pace in terms 
of bringing new models to market 
before there’s any real service experi-
ence on the previous levels,” said Profes-
sor Simon Hogg, who holds the Ørsted 
chair in renewable energy at Durham 
University.

Renewable energy insurer GCube said 
in a report in May that machines larger 
than 8MW were reporting problems 
more quickly than their smaller coun-
terparts. Meanwhile, industry finances 
are under strain. Turbine manufactur-
ers have borne steep losses over the past 
few years as they try to churn out new 
models while keeping prices down.

Developers are now also under pres-
sure from inflation and high interest 
rates. Swedish developer Vattenfall in 
July halted a new project in the North 
Sea, while Iberdrola and Shell are also 
exiting agreements in the US. 

Slowing down the development of 

new turbine models and instead focus-
ing on standardising existing models 
may now be the best way for the indus-
try to grow and meet stretching clean 
energy targets, some believe.

Jochen Eickholt, chief executive of 
turbine maker Siemens Gamesa, said 
that while size increase was technically 
possible, “much larger turbines would 
need a proper infrastructure that is not 
there yet, including ports and vessels”.

Siemens Gamesa is battling technical 
problems with its latest onshore wind 
turbines. “The priority should be to 
guarantee a sustainable and profitable 
future for the business while delivering 
the surging targets around the world,” 
Eickholt said.

Ben Backwell, chief executive of the 
Global Wind Energy Council, an indus-
try body, believes that the industry 
should now roll out existing models at 
industrial scale, saying that this would 
allow companies to take advantage of 
the investment in models so far. 

“It is also important that projects can 
benefit from investments in installation 
equipment and infrastructure such as 
vessels and cranes without these 

becoming constantly obsolete due to 
continual increases in turbine size,” he 
said.

Focusing on existing models is easier 
said than done, however, given the 
fierce competition in the market. “If 
General Electric [comes out with a 
larger model], Siemens Gamesa will 
immediately counter that. And then 
Vestas will be under pressure to counter 
that,” said Shashi Barla, head of 
research for renewable energy at the 
consultancy Brinckmann.

A race for size among Chinese manu-
facturers adds to that competitive pres-
sure. Chinese offshore turbine manu-
facturers could start to make more sig-
nificant inroads into the western off-
shore market as costs in the US and 
Europe rise, said Barla.

Cyan’s Ramstad believes a cap on tur-
bine size would ensure standardisation, 
preventing the market from overshoot-
ing. “We desperately need this electric-
ity, and the way to build fast is to indus-
trialise, streamline, standardise.”

Wood Mackenzie said in its report 
that a temporary cap, lasting at least 10 
years, would “give suppliers and inves-

tors confidence in their new invest-
ment”. It added: “Ultimately the most 
important factor is not the size of the 
cap but that a cap is imposed.”

Many players in the sector do not 
back a cap, with some concerned that it 
could have unintended consequences. 

“What we need to see is progressive 
evolution rather than revolution and 
avoid putting measures in place that 
could potentially stifle innovation,” said 
Rob Anderson, project director for 
Vattenfall’s wind projects off Norfolk.

Iberdrola, one of the world’s largest 
wind-farm developers, backs a slow-
down in new models although it does 
not believe a cap is necessary. With 
improved profit margins in the future, 
“we are confident that the industry will 
experience a new momentum and big-
ger sizes will be developed”, it said.

Nielsen at Vestas emphasises the need 
for responsible development. “The only 
way . . . is to slow down the growth of 
turbines,” he said. “This industry needs 
to mature and everyone has to make 
money in the supply chain to make it 
last.”
See Lex
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Windpower industry faces size problem as 
rotor blades get longer than football pitches
Past decade’s scramble for ever-larger turbines prompts experts to demand growth slowdown and more standardisation

How turbines stack up
Offshore wind turbines*

Sources: FT research; WindEurope; Our World in Data    * Exact dimensions will vary for specific models and manufacturers  ** Average cost per unit of energy generated across lifetime of a new power plant
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A worker inside 
the rotor of a 
wind turbine in 
Switzerland that 
is owned by 
Romande 
Energie. The 
support masts of 
some offshore 
turbines are 
now more than 
100 metres 
above the 
surface of the 
water — Fabrice Coffrini/
AFFP via Getty Images

SAMER AL-ATRUSH — DUBAI

A vehicle created by Saudi Arabia’s 
sovereign wealth fund is to make the 
kingdom’s first foray into mixed mar-
tial arts by investing $100mn in the 
US’s Professional Fighters League and 
creating a regional tournament.

People familiar with the discussions said 
the acquisition of the minority stake 
was the first deal by SRJ Sports Invest-
ments since Saudi Arabia’s $650bn Pub-
lic Investment Fund established the 
vehicle earlier this year.

The transaction marks the PIF’s first 
significant involvement in mixed mar-
tial arts following previous investments 
in football and golf. 

The people familiar with the discus-
sions said that under the deal the PFL 
would establish a Middle East and north 
Africa league in the second quarter of 
2024. The venture will have its head-
quarters in Saudi Arabia.

The PIF bought the English football 
club Newcastle United in 2021, while 
teams from Saudi Arabia’s football 

league have spent nearly $1bn this year 
to recruit stars such as Cristiano Ron-
aldo. 

In golf, the PIF in June signed a part-
nership deal between the US’s PGA Tour 
and its LIV golf tournament, drawing 
opposition from US lawmakers.

Critics have described the campaign 
as “sportswashing” aimed at deflecting 
criticism of Saudi Arabia’s human rights 
record. But Saudi officials insist it is an 
important plank in a plan to diversify 
the economy beyond oil revenues while 
attracting tourism and investment. 

In combat sports, Saudi Arabia has 
already hosted high-profile boxing 
matches. The kingdom will host a bout 
between heavyweight champion Tyson 
Fury and mixed martial artist Francis 
Ngannou in October. 

However, the stake in PFL, which was 
founded in 2017 by entrepreneur Donn 
Davis, signalled a shift towards hosting 
leagues, the people involved said. 

The PFL’s Middle East league will
be one of six regional leagues where 
martial artists compete in seasons 

before going on to fight in a global cham-
pionship. 

The move will challenge the neigh-
bouring United Arab Emirates, which 
has long been the patron of combat 
sports in the region. Saudi Arabia is 
vying with the UAE to become the 
region’s financial centre. 

The UAE previously held a stake in 
the Ultimate Fighting Championship, 
the leading mixed martial arts organisa-
tion, and regularly hosts their fights. It 
also has its own UAE Warriors league.

PFL, which pays up to $1mn in prizes, 

has signed up Olympic champions such 
as US gold medallist Kayla Harrison, a 
judo star. It was aiming to replicate that 
approach in the Middle East, one of the 
people said.
PFL says it is the second most popular 
league in mixed martial arts by viewer 
numbers, after UFC. Its investors 
include Waverley Capital, Ted Leonsis, 
the owner of the Washington Wizards 
basketball team, and Ares Capital

Saudi Arabia will also form a partner-
ship with PFL to host its PFL PPV Super-
fights, pay-per-view matches with fight-
ers such as Ngannou and influencer and 
boxer Jake Paul.

The stake in PFL follows the template 
for previous Saudi investments in sec-
tors where it wants to expand. The PIF 
has sought to take stakes, and in some 
cases outright ownership, in newer 
companies such as Lucid, the electric-
vehicle manufacturer, or Scopely, a 
video games publisher it acquired for 
$5bn earlier this year.
Additional reporting by Samuel Agini 
in London

Sport

Saudi wealth fund lands stake in mixed martial arts league

The PIF is investing $100mn in the 
US Professional Fighters League

SALLY HICKEY

Activist investors at GAM have named 
their candidate to become chief execu-
tive at the Swiss asset manager as they 
move to take control after the failure of 
Liontrust’s takeover offer.

The activist group NewGAMe, which 
owns 9.6 per cent of GAM, will put for-
ward hedge fund and asset management 
industry veteran Randel Freeman as 
chief executive, a position currently 
held by Peter Sanderson, at an extraor-
dinary meeting in September. 

GAM’s shareholders rejected the Lion-
trust deal with only about 33.5 per cent 
voting for the transaction, announced in 
May. NewGAMe called the offer “lop-
sided” as GAM investors would own 
12.6 per cent of the combined entity, 
despite contributing about 40 per cent 
of assets under management.

After the deal’s failure, GAM’s board 
announced on Tuesday its intention to 

step down at the EGM, recommending 
shareholders vote for the new directors 
proposed by the activists. 

NewGAMe has already named its 
board nominees. Antoine Spillmann, 
chief executive at Bruellan, part of the 
activist investor group, is candidate for 
chair. Other board candidates include 
Fabien Pictet, founder of Fabien Pictet & 
Partners and Carlos Esteve, founder of 
Banque Heritage. 

Part of Liontrust’s offer was a £17.8mn 
loan to GAM, half of which had already 
been drawn down. Rock Investment, 
which owns a controlling share in New-
GAMe, has agreed to lend SFr20mn 
($23mn) to replace this loan. 

Rock’s loan will then be replaced by a 
SFr25mn convertible bond issued by 
GAM, subject to shareholder approval. 

Spillmann described Freeman as “an 
outstanding investor with significant 
management, client and marketing 
experience”.

Financials

Activist investors nominate 
Freeman as next GAM chief
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ently”, outlining a plan to expand in 
India and Africa as well as its existing 
key markets in south-east Asia.

“China and Hong Kong both are going 
to be absolutely critical for our growth,” 
he said. “Having said which, we are very, 
very keen on ensuring we are driving a 
multimarket growth engine model.”

Prudential suffered a steep drop in 
profits in Hong Kong last year as pan-
demic rules prevented mainland 
Chinese customers from crossing the 
border to buy insurance policies, an 
important source of sales.

Wadhwani’s remarks came as Pru-
dential reported its results for the first 
half of the year yesterday. New business 
profits, an important measure of pre-
dicted earnings on newly sold products, 
rose 39 per cent to $1.5bn, slightly above 
analysts’ expectations.

tial’s shares closed up 1.5 per cent in 
London yesterday. 

Wadhwani is under pressure to gener-
ate growth at Prudential, since its 
rationale for breaking away from its UK 
and US businesses was to focus on fast-
growing Asian markets. The insurer 
said it was “highly optimistic of the 
medium- to long-term growth poten-
tial” of China, despite the country’s slug-
gish economic growth.

Prudential is “very strongly capital-
ised right now” and will “absolutely” 
consider growing through acquisitions, 
Wadhwani said. The insurer announced 
an interim dividend of 6.26 cents per 
share, up from 5.74 cents a year ago, and 
adjusted operating profits up 6 per cent 
on a constant currency basis to $1.5bn. 

Prudential, the UK’s largest insurer by 
market value, with a history dating back 

KAYE WIGGINS — HONG KONG 
IAN SMITH — LONDON  

Prudential’s chief executive Anil 
Wadhwani has unveiled plans to reduce 
the FTSE 100 insurer’s reliance on Hong 
Kong and China after it was hit by zero-
Covid policies in its core markets. 

It was the first time Wadhwani, who 
took over in February, has publicly set 
out his vision for the company, which 
shed its US and European operations to 
focus on Asia in a turbulent restructur-
ing that was completed in late 2021. 

Wadhwani vowed yesterday that 
Prudential would “do things differ-

FTSE 100 group aims to 
expand in India, Africa 
and core Asian markets

The figure surged in Hong Kong, ris-
ing 218 per cent to $670mn after Cov-
id-19 restrictions ended, allowing main-
land visitors to travel to the territory. 
But it dropped in mainland China, fall-
ing 16 per cent to $171mn because of 
lower sales and “averse economics”, 
Prudential said. 

The group set a new target to expand 
new business profit by a compound 
annual growth rate of 15 to 20 per cent 
until 2027. Analysts at Barclays wel-
comed the “ambitious” goal. Pruden-

‘China and Hong Kong are 
going to be absolutely 
critical for our growth’
Anil Wadhwani

Prudential plans ‘multimarket’ push 
to 1848, holds a joint primary listing and 
headquarters in London and Hong Kong 
and retains its UK domicile. Wadhwani 
is the company’s first chief executive to 
be based in Asia.

The Asia pivot has raised questions 
about the future of its London head-
quarters and it has previously been 
pressed by activist shareholder Third 
Point to change its UK domicile.

Wadhwani was confronted with a 
scandal just three months into his ten-
ure when Prudential’s chief financial 
officer James Turner resigned following 
an investigation into his conduct. 

Prudential said it was linked to “a 
recent recruitment situation” where 
Turner’s actions “fell short” of its stand-
ards, without setting out details.
Additional reporting by Greg McMillan 
See Lex 

GILL PLIMMER 

US health insurer Centene is selling its 
chain of GP clinics, as well as the biggest 
private hospital group in the UK, as it 
drops ambitious plans to make inroads 
into Britain’s healthcare system.

NYSE-listed Centene has launched a 
sale process for its chain of nearly 60 
Operose GP surgeries in the UK, with a 
deal expected before Christmas, said 
three people close to the process.

The business, which had revenues of 
£89mn in 2021, could sell for about 
eight times ebitda, or £51.2mn, analysts 
estimated.

The move comes days after Centene 
announced a $1.2bn sale of its Circle/
BMI UK hospital chain. 

The twin disposals signal an abandon-
ment of Centene’s UK strategy, which 
was meant to create a seamless pathway 
to private healthcare by buying up tax-
payer-funded GP services and encour-
aging doctors to refer patients to its 
chain of 53 Circle/BMI hospitals in Eng-
land, those people said. 

Centene’s purchase of Operose GP 
surgeries in 2021 faced court challenges 
by anti-privatisation campaigners. 
Although their case was not upheld, 
activists viewed the purchase as a sign of 
the increasing privatisation of the NHS. 

Centene also found it hard as its GP 
practices in north London were not near 
any Circle/BMI hospitals, and Centene 
found it hard to incentivise doctors, 
according to analysts.

“Centene has found it difficult to 
make Operose profitable because many 
Operose sites are in generally less afflu-
ent areas where recruiting GPs has been 
difficult,” said Victor Chua of Mansfield 
Advisors, a healthcare consultancy. 

“There was no natural cross-sell 
between the Operose GPs and the Circle 
Hospitals, which serve a different demo-
graphic and where the geographic over-
laps are limited.”

Centene has also decided to focus on 
the US market after finding that other 
countries were more profitable than the 
UK, where it faced increasing operating 
costs such as staffing, said people close 
to the company. Last year it sold its Rib-
era chain of private hospitals in Spain.

Centene provides low-cost care for the 
uninsured and underinsured largely via 
government-sponsored programmes 
such as Medicaid and Medicare in the 
US, the schemes that provide cover for 
low-income households and retirees 
respectively. But the company has faced 
allegations it overbilled Medicaid for 
pharmacy services and has paid mil-
lions of dollars to settle the accusations.

Centene said it had been focusing “on 
its three core lines of business in the 
United States”, including Medicaid and 
Medicare. “Part of this strategy has 
included a portfolio review and the deci-
sion to divest assets that fall outside this 
core focus in the United States and ex-
United States,” the company said.

Centene on Monday said it would sell 
its Circle/BMI hospitals to Abu Dhabi-
owned PureHealth for an enterprise 
value of $1.2bn, including debt. Pure-
Health will take over Circle’s portfolio, 
including the UK’s first purpose-built 
rehabilitation hospital early next year.

US providers have been making 
inroads into the British healthcare mar-
ket in recent years, with the Mayo 
Clinic, Cleveland Clinic and HCA 
Healthcare all opening new clinics.

However, Chua said US operators 
often struggled. 

“Lots of US providers have come into 
the UK thinking it will be an easy mar-
ket to crack but find it harder than they 
thought,” he pointed out.

Centene to 
focus on US 
with sale of 
British units

Insurance Healthcare

The chief executive of London’s 
Gatwick airport has called the latest 
outage at the UK’s air traffic control 
the worst in a decade, even as he 
welcomed the government’s inquiry 
into the problems at the country’s 
National Air Traffic Services.

Stewart Wingate said yesterday that 
the IT problem at Nats was 
“unacceptable”, noting that the last 
time an outage of this kind paralysed 
the UK’s air traffic system “was about 
a decade ago” as passengers were left 
rushing to rearrange cancelled flights.

Airports including Gatwick were 
swamped with thousands of stranded 
passengers on Monday after the 
unexpected cancellation of more than 
one-quarter of inbound and outbound 
UK flights following a failure at Nats.

The outage forced employees to 
input individual flight plans 
manually, restricting activity in the 
UK’s airspace. 

“There will still be passengers who 

will be trying to get back to the UK,” 
he pointed out.

His comments came as the airport, 
which was singled out by aviation 
veteran Willie Walsh last month for 
“resource issues” affecting its 
performance, acknowledged that 
strikes and staffing issues had led to 
delays and cancellations in the first 
half of the year.

Wingate insisted that “we’re fully 
resourced as the airport operating 
company” and noted that it gained 
five additional controllers in its air 
traffic control tower ahead of the peak 
summer season, which strengthened 
“our resilience in that area”.

Due to a surge in travel demand, 
revenue at Gatwick rose 45 per cent to 
£423mn in the six months to June 
when compared with the same period 
last year, while operating profits 
jumped 2.4 times to £160.9mn. 

Operating costs rose 31 per cent to 
£188mn as the airport focused on staff 

recruitment “to ensure we had 
appropriate levels”, the company said.

Passenger numbers increased 41 per 
cent in the first half to 18.5mn 
compared with 13.1mn over the same 
period last year, although the number 
is still 83 per cent of 2019 levels. Long-
haul passengers in the first half 
reached 2.6mn, an increase of 62 per 
cent compared, but 42 per cent lower 
than 2019 levels.

The airport said while the UK 
holiday market recovered faster, 
recovery for long-haul flights was 
gradual, with countries such as China 
slow to lift travel restrictions. 

The airport has also applied to 
expand capacity by bringing its 
standby runway into regular use. 
Wingate added that the Northern 
Runway plan had been submitted and 
accepted by the planning inspectorate 
for examination, which will take place 
during the first half of 2024.
Leke Oso Alabi

Travel chaos 
Gatwick chief 
decries air 
traffic woes 

Long haul: passengers wait at 
Gatwick airport on Tuesday as a 
National Air Traffic Services 
outage led to the cancellation of 
inbound and outbound UK flights
Daniel Leal/AFP via Getty Images
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LAURA ONITA

Superdry was forced to suspend its 
shares yesterday after failing to publish 
its annual accounts on time, with the 
fashion retailer blaming the fact it was 
its new auditor’s first year for the delay. 

The board said it had been forced to 
request a temporary halt in trading as it 
works with auditor RSM after failing to 
meet an August 29 deadline, but it 
added that it expected to post figures
for the financial year ending April 30 
and restore its listing on the London 
Stock Exchange “before the end of the 
week”. 

The delay was “technical”, it said. 
Superdry, co-founded by Julian Dun-

kerton and James Holder, is the latest 
company to suspend its shares because 
of audit delays, following names such as 
Go-Ahead and M&C Saatchi. 

Nick Bubb, an independent retail
analyst, said: “There has been a trend 
for auditors to need more time to final-
ise their work on retailers’ results, but it 
is embarrassing for Superdry to have 
run into the same problem just ahead of 
its scheduled finals.”

Superdry’s shares have lost more than 
half their value over the past year as the 
retailer has sought to strengthen its bal-
ance sheet amid a cash crunch. 

This month it borrowed £25mn from 
Hilco — the specialist retail investor that 
has also lent Wilko £40mn — on top of 
an £80mn loan earlier this year from 
Bantry Bay Capital. It also sold its intel-
lectual property rights in the Asia-
Pacific region for $50mn. 

In April, Superdry said it no longer 
expected to be “broadly break-even” 
after subdued demand for clothes amid 
the increased cost of living. 

Analysts at Peel Hunt expect the com-
pany to post a pre-tax loss of £16.5mn 
but they are bullish about a return to 
profitability as Superdry cuts costs 
sharply. 

“Trading over summer has been 
mixed, very much reflecting the 
weather patterns,” they wrote in a 
recent note. “However, with tight work-
ing capital control and increasing
tailwinds coming through the supply 
chain, we expect Superdry to continue 
to show good progress in [profit] margin 
progression.”
See Lex 

Superdry says 
missed audit 
deadline led to 
halted shares

Retail

IAN SMITH 

Motor insurer Direct Line has poached 
Adam Winslow, a senior executive at 
rival Aviva, to be its new chief executive 
as it seeks to recover from a string of 
profit warnings amid spiralling infla-
tion in claims costs.

The announcement comes a week 
ahead of Direct Line’s half-year earn-
ings, seen as a key test of its progress. 

The FTSE 250 insurer said it had 
appointed Winslow, currently head of 
Aviva’s UK and Ireland general insur-
ance business, effective in the first quar-
ter of next year.

It has been a tough year for Direct 
Line after it first warned on profits last 
summer as rising prices for car parts 
and second-hand cars, and other factors 
drove up the cost of payouts. The com-
pany scrapped its final dividend as bad 
weather added to the pressure.

After the departure of Penny James 

from the top job in January, the group 
admitted that it had “under-called infla-
tion” and had been overly optimistic 
about the degree of price rises needed to 
offset this pressure.

Direct Line reported a combined 
operating ratio — a key test of under-
writing profitability that measures 
claims and expenses as a percentage of 
premiums — of 105.8 per cent last year. 
Anything above 100 per cent represents 
an underwriting loss.

Aviva’s UK general insurance busi-
ness reported a 96.1 per cent combined 
operating ratio in 2022, worse than the 
previous year but still profitable.

As prices continue to rise, the key 
question for the group will be whether it 
can get through this period without hav-
ing to raise capital. 

Analysts at RBC Capital Markets said 
Winslow’s appointment was a “tangible 
positive step forward in aiding the 
shares’ recovery” but added that “the 

by our customers, we’ll do right by our 
shareholders.” 

M&S, which started life as a market 
stall in Leeds in 1884, was a founding 
member of the FTSE 100, set up in 1984. 

It has upgraded its annual profit out-
look thanks to robust sales after it previ-
ously struggled with a slump in demand 
in its food and clothing and home arms. 

Machin has been spearheading a 
turnaround of the chain, kick-started by 
his predecessor Steve Rowe, in tandem 
with chair Archie Norman and co-chief 
executive Katie Bickerstaffe. The stock 
is up 83 per cent in the past year. 

Its food business has benefited from 
more choice, lowering prices across its 
Remarksable range and the refurbish-
ment of some stores. It has also refined 
its clothing and home offering since 
former Tesco executive Richard Price 
joined in 2020 to run it with strong sales 
of beachwear, swimwear and linen 
between April and June.

In the rebalance, asset manager 
Abrdn, insurer Hiscox, manufacturer 
Johnson Matthey and housebuilder Per-
simmon will leave the FTSE 100 and 
enter the FTSE 250. The quarterly 
review is based on the market capitali-
sation of companies at the close of trad-
ing on Tuesday and will take effect from 
the start of trading on September 18. 

long lead time before any ensuing 
revamp is announced, and until its 
results start materialising, might mean 
that some patience is still required”.

Winslow, who has previously held 
roles at US insurer AIG and is also a non-
executive director at Pool Re, the state-
backed terrorism reinsurer, praised 
Direct Line’s “rich heritage and passion 
for serving its millions of customers”.

Direct Line’s shares opened modestly 
higher but fell back in early afternoon 
trading.

Direct Line said Jon Greenwood, its 
acting chief executive, had chosen not to 
pursue the CEO role. Its chair, Danuta 
Gray, said Winslow “stood out for his 
strategic understanding of the sector, 
outstanding record of leading high per-
forming businesses and his focus on 
driving operational excellence”.

Aviva said it had moved the chief 
executive of its Canadian business, 
Jason Storah, to Winslow’s former role. 

Insurance

Direct Line poaches senior Aviva executive

LAURA ONITA

Marks and Spencer is making a return 
to the FTSE 100 four years after it 
dropped out in the latest sign of the 
changing fortunes of the UK retailer. 

Index complier FTSE Russell confirmed 
the move yesterday, adding that techni-
cal products provider Diploma, Hikma 
Pharmaceuticals and Dechra Pharma-
ceuticals would also join the blue-chip 
index following the reshuffle. 

M&S chief executive Stuart Machin 
said it was “good news” and “a reflection 
of everyone’s hard work” after two dec-
ades of failed reinventions but he cau-
tioned that it was “just another day” in 
its 139-year history. 

“The sky didn’t fall when we left . . .
and it doesn’t change our priorities 
today,” he wrote in a post on LinkedIn. 
“We’re only as good as our customers 
shopping with us today tell us we are. 
That’s what matters and, if we do right 

Retail

M&S to rejoin FTSE 100 after four-year break

‘Hard work’: the chain has welcomed 
its turnaround in performance 
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CHLOE CORNISH  — MUMBAI

Fast-delivery service Zepto has over-
come a slow year for Indian tech 
start-up funding, becoming the coun-
try’s first “unicorn” of 2023 with an 
investment round that pushed its
valuation past $1bn.

The two-year-old business operates in 
seven Indian cities, selling and deliver-
ing goods from salt to cigarettes in min-
utes. It announced a $200mn fundrais-
ing last week, valuing it at $1.4bn. 

US investment group StepStone led its 
latest round while other backers 
included Bengaluru-based Nexus Ven-
ture Partners, which was an investor in 
delivery group Zomato.

With funding of early-stage compa-
nies in India falling to $5.6bn in the first 
half of this year — down 72 per cent year 
on year, according to data provider 
Tracxn — Zepto’s news came amid signs 
of an improvement in the investment 
climate, said venture capital analysts.

“Directionally . . . the worst of the 
funding winter is behind,” said Neha 
Singh, Tracxn co-founder. “The decline 
has paused, it has stabilised.”

Zepto’s valuation would have seemed 

modest just 18 months ago when pan-
demic-era cheap financing fuelled a 
boom in investment in Indian start-ups 
with 65 unicorns minted in 2021 and 
2022, according to Invest India. 

Valuations soared as international 
financiers ploughed in cash in search of 
the next Paytm, a digital financial serv-
ices company backed by China’s Ant 
Group that listed in 2021 at a $20bn
valuation.

Amid a global economic downturn 
and interest rate rises that have hit the 
tech sector hard, Paytm’s share price is 

by the barometer since publication 
started in 2012.

The findings reflect the concerns cited 
by German chemical giant BASF when it 
chose China as the location for €10bn of 
state of the art petrochemicals plants it 
is currently building. 

It mentioned ready access to large 
amounts of environmentally friendly 
energy as one of the reasons for the deci-
sion. 

“If the conditions in Europe are not 
good, we will try to decarbonise in other 
regions faster,” BASF chief executive 
Martin Brudermüller had said when the 
company announced its most recent 
earnings in July. “We get great support 
in China,” he said. 

Brudermüller added that companies 
were also looking to invest more in the 
US, pointing to the country’s Inflation 
Reduction Act as motivation. 

The act, which offers $369bn in subsi-
dies for domestic clean energy invest-
ments in the US, provided a “business 
case for transformation”, Brudermüller 
said.

The DIHK survey reinforced com-
plaints by BASF and others about condi-
tions for investment in Germany.

now 40 per cent below its highs after 
listing. 

Several start-ups have delayed or 
scaled back long-expected initial public 
offerings. SoftBank-backed hotel book-
ing company Oyo has watered down IPO 
plans due to souring investor sentiment 
while Sequoia Capital-backed skincare 
start-up Mamaearth postponed its IPO 
this year. Sequoia Capital India is now 
called Peak XV. 

India-focused funds are still flush 
with “more capital than they’ve ever 
had before”, said Abhay Pandey, general 
partner at Mumbai-based fund A91 
Partners and a former managing direc-
tor at Sequoia Capital. But they are 
insisting that companies they back 
focus on becoming profitable, he added.

Zepto co-founder Aadit Palicha said: 
“We actually have real stores that are 
generating real cash.” The service uses 
“dark stores” — small local warehouses 
— to deliver goods within 10 to 20 min-
utes of a customer placing an order.

“That’s why we are where we are in 
terms of closing this round in a pretty 
terrible investing market, versus a lot of 
other consumer tech companies that 
are struggling,” he added.

Equities

India’s first ‘unicorn’ of 2023 boosts 
tech sector hopes of funding revival

PATRICIA NILSSON — FRANKFURT 

Nearly a third of German industrial 
companies are planning to boost pro-
duction abroad rather than at home 
amid increasing concern over the 
country’s future without Russian gas, 
according to a closely watched survey.

The annual “Energy Transition Barom-
eter” by the German Chamber of Com-
merce and Industry (DIHK) found that 
32 per cent of companies surveyed 
favoured investment abroad over 
domestic expansion. 

The figure was double the 16 per cent 
in last year’s survey.

The chamber asked 3,572 of its mem-
bers about the effect of energy issues on 
their business outlook as Europe’s larg-
est economy attempts to transition 
away from gas and other fossil fuels. 

Achim Dercks, the chamber’s deputy 
managing director, said “large parts” of 
the German economy were concerned 
about a lack of energy supply “in the 
medium and long term”.

Germany was long heavily dependent 
on Russia for gas as leaders in business 
and politics largely ignored signs of the 
country’s increasingly hostile military 

Commodities

Energy concerns prompt German 
industrials to boost output abroad

ambitions, including its 2014 seizure of 
Crimea from Ukraine. 

Just before the war in Ukraine began 
last year, more than half of the gas con-
sumed in Germany came from Russia. 

Germany in April shut its last remain-
ing nuclear power plants and has said it 
aims to reach carbon neutrality by 
2045. The rollout of green energy infra-
structure has lagged behind, however.

The DIHK pointed in particular to 

challenges around the expansion of
Germany’s power grid. Three-quarters 
of the 12,000 kilometres of new power 
lines needed to support the country’s 
electric ambitions had not even been 
approved for construction, it said.

The survey found that 52 per cent of 
companies responding thought that 
Germany’s energy transition was having 
a negative impact on business. 

The figure was the highest captured 

‘If the conditions in
Europe are not good, we 
will try to decarbonise
in other regions faster’

Zepto’s funding comes amid signs of 
an investment climate improvement

can investors, the bitcoin ecosystem and 
all those who have been advocating for 
bitcoin exposure through the added 
protections of the ETF wrapper.” 

The SEC has 45 days to decide 
whether to abide by the decision, ask 
the full federal appeals court in
Washington to review it or take an 
appeal straight to the Supreme Court. It 
said on Tuesday that it was reviewing 
the decision. 

Lawyers said Grayscale would have to 
file a new application for its ETF. But 
there is no guarantee that it will be 
approved, despite the court’s decision — 
the SEC could reject it on other grounds.

Indeed, investors still seem to think 
that the Grayscale trust’s conversion 
could get gummed up. 

One reason Grayscale has long sought 
to convert its trust into an ETF is that 
trusts, unlike ETFs, often trade at a dis-
count to their holdings. Even after Tues-
day’s ruling, the Grayscale trust was still 
trading at a 20 per cent discount — a sign 
that investors are wary that a conver-
sion will happen soon.

Financial reform group Better Mar-
kets suggested that the agency could 
address the court’s concerns another 
way — by cancelling bitcoin futures 
ETFs rather than approving new spot 
products. 

The ruling “does not change the fact 
that the bitcoin market is subject to 
fraud and manipulation or that an ETF 
would be a serious threat to investors”, 
said Dennis Kelleher, its chief executive. 
So what does this mean for other bitcoin 
ETFs?

The first European spot bitcoin ETF 
started trading this month. In the US, 
there are more than a dozen other appli-
cations pending, including some from 
the largest US asset managers. 

All of them would face similar ques-
tions about preventing market manipu-
lation and how to price the asset at the 
end of the trading day, lawyers said.

Even though Grayscale had success-
fully challenged the SEC’s decision, 
there was no legal guarantee that it 
would jump to the front of the queue for 
review, said Teresa Goody Guillén, a 
partner at BakerHostetler.

The most closely watched ETF pro-
posal is from BlackRock, the world’s 
largest asset manager. It first filed on 
June 15 and the SEC officially added the 
BlackRock application to its docket on 
July 13, followed by similar proposals 
from Invesco, VanEck and Wisdom-
Tree. All of them are coming up for pre-
liminary deadlines this week.

SEC watchers said the commission 
would most likely impose a 45-day 
delay that puts the decisions off until 
mid-October. 

“I think there’s a pretty reasonable 
chance that multiple products get 
approved at once,” said Jeremy Sendero-
wicz of law firm Vedder Price.

Digital asset groups were ecstatic 
about Grayscale’s win. Coinbase’s chief 
legal officer Paul Grewal called it “a 
great moment for the industry . . . while 
we still believe comprehensive federal 
crypto legislation is the best way for-
ward, decisions like this are an impor-
tant step toward the clarity the industry 
needs”.

Guillén described the Grayscale deci-
sion as a “hefty blow to the SEC”.

She said: “This confirms that the 
SEC’s approach to crypto has opened it 
up to legal challenges — whether as arbi-
trary and capricious, outside its statu-
tory authority, improper rulemaking,
et cetera. It certainly confirms that the 
courts are holding the SEC accountable 

to its legal obligations, including the 
SEC’s approach to crypto.”

The decision could give impetus to 
those who want to give more power over 
the sector to another regulator, the 
Commodity Futures Trading Commis-
sion, which oversees derivatives.

“This is a real loss of face for the SEC 
because of the language the appeals 
court used to chastise them,” said Lewis 
Cohen of DLXLaw. 

So what happens to the SEC’s enforce-
ment cases against crypto groups such 
as Coinbase and Binance?

The Grayscale decision was focused 
on the SEC’s administrative procedures 
rather than its legal authority to regu-
late and enforce. Hence the case has no 
direct impact on the watchdog’s law-
suits accusing exchanges Coinbase and 
Binance of violating securities laws.

Those cases were partly called into 
question by an earlier lower court deci-
sion in an SEC enforcement case that 
involved the Ripple token, when a judge 
found the company did not violate secu-
rities law when its tokens were bought 
by members of the public on secondary 
markets. 

The SEC is appealing against the rul-
ing but, if that decision stands, its effort 
to regulate digital assets as securities 
would be weakened.

While legally distinct, the Grayscale 
decision can be used to further claims 
that the SEC has been misreading cur-
rent law, said attorneys for the industry.

“The crypto industry is pointing
to this as another example of SEC
over-reach . . . it lets them spin it as an 
agency out of control,” said Lee Reiners, 
who teaches a course on crypto law at 
Duke University.
Additional reporting by Stephen Gandel in 
New York

BROOKE MASTERS — NEW YORK 
SCOTT CHIPOLINA — LONDON

Proponents of digital assets were crow-
ing on Tuesday after cryptocurrency 
asset manager Grayscale scored a 
resounding legal victory in its efforts to 
offer a spot bitcoin exchange traded 
fund — and the price of bitcoin shot up 7 
per cent subsequently to nearly $28,000.

But that does not mean investors will 
be able to run out and buy a Grayscale 
spot ETF tomorrow. 

Nor does it immediately doom efforts 
by the US Securities and Exchange Com-
mission to bring enforcement actions 
against some of the industry’s biggest 
players, including crypto exchanges 
Coinbase and Binance. 

The story of the watchdog’s efforts to 
tame what it sees as a financial wild west 
still has some way to run.

A federal appeals court ruled that the 
SEC was wrong to reject Grayscale’s 
application to convert its flagship Gray-
scale Bitcoin Trust, which the SEC 
approved in 2015 and which holds more 
than $15bn in bitcoin, into an ETF. 

The SEC has allowed bitcoin futures 
ETFs since October 2021 but contended 
that spot funds were prone to manipula-
tion since crypto tokens trade on largely 
unregulated markets.

Judge Neomi Rao wrote in the deci-
sion that the SEC’s denial was “arbitrary 
and capricious because the commission 
failed to explain its different treatment 
of similar products”.

Grayscale said in a statement: “This is 
a monumental step forward for Ameri-

No guarantee that regulators 

will back down on enforcement 

despite landmark legal ruling

‘The crypto 
industry is 
pointing
to this as 
another 
example
of SEC
over-reach’

Token victory: 
bitcoin groups 
are ecstatic over 
Grayscale’s
win, with one 
describing it as 
‘a great moment 
for the industry’
Xiaomei Chen/SCMP/Reuters

Crypto. Watchdog setback

Grayscale wins SEC battle but 
bitcoin ETF war still rages

HUDSON LOCKETT — HONG KONG 
THOMAS HALE — SHANGHAI

Country Garden, China’s largest private 
property developer by sales, has 
revealed a record Rmb48.9bn ($6.7bn) 
loss for the first half of the year as it
battles to survive the liquidity crisis 
afflicting the country’s real estate sector.

The six-month results released yes-
terday represent the highest ever losses 
for the group, until recently considered 
safer than many of its peers. 

They also highlight the dire outlook 
for an industry typically responsible for 
more than a quarter of economic activ-
ity in China. 

The company’s woes are part of a two-
year real estate liquidity crisis that 
began with the default of developer 
China Evergrande in 2021 and has 
shown signs of spilling over into the Chi-
nese investment industry.

As the broader crisis has continued, 
Country Garden’s losses have grown 
from Rmb6.7bn for the second half of 
2022. It had recorded a profit of 
Rmb612mn for the first six months of 
last year.

The Guangdong-based group said its 
revenues in the first half of this year 
increased 39 per cent to Rmb226bn.

But it added that it had “struck a bal-
ance between sales volume and selling 
price at some of its property projects” to 

“ensure punctual delivery of finished 
properties” — an apparent acknowledg-
ment that it had cut prices to shift units. 

Concerns over Country Garden’s 
finances grew this month when it 
missed coupon payments on interna-
tional bonds. On Tuesday, the developer 
asked Chinese creditors for a 40-day 
grace period on a renminbi bond matur-
ing next week.

Country Garden said it had liabilities 
of about Rmb1.36tn as of the end of the 
first half of 2023. 

It said it would “consider adopting 
various debt management measures to 
resolve” what it described as “phased 
liquidity pressure”.

Beijing cracked down on borrowing 
by China’s developers early in the coro-
navirus pandemic but has been forced 
to ease its approach as the country 
struggles to reinvigorate its economy.

In a move that reflected the pressure 
on authorities, the southern cities of 
Guangzhou and Shenzhen relaxed 
mortgage lending conditions for first-
home buyers yesterday. 

Caps on bank mortgage lending were 
originally designed to address overheat-
ing home prices. 

A prolonged slowdown has since hit 
housing prices amid collapsing sales and 
delays to construction of new apart-
ments.

Chinese developers face a $38bn wall 
of renminbi and dollar bond payments 
due over the next four months, accord-
ing to data from Dealogic.

Fixed income

Country 
Garden loses 
record $6.7bn 
in first half

It will ‘consider adopting 
various debt management 
measures to resolve 
phased liquidity pressure’
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Sinking to the bottom of the S&P 500 
index was computer stalwart HP, which 
trimmed its guidance, forecasting 
earnings per share of $3.23-$3.25 for the 
full year, down from the $3.30-$3.50 
stated in May.

Enrique Lores, chief executive, said 
during the earnings call that HP would 
embark on “aggressive prices [and] 
aggressive promotions through the 
fourth quarter” because PC prices were 
not recovering as quickly as expected.

“Significant channel inventory” was to 
blame for this weakness, he said.

Fintech group Tingo surged on 
announcing that it had completed an 
investigation into allegations made by 
Hindenburg Research.

The short seller alleged in June that 
Tingo was “an exceptionally obvious 
scam with completely fabricated 
financials”.

But the point-by-point reply addressed 
concerns aired by Hindenburg, such as 
the “errors” identified in Tingo’s financial 
statements. These, said Tingo, “were 
typographical errors that were obvious to 
the reader from the remainder of the 
numbers and other information”.

Pot stocks rose on the back of a 
Bloomberg report stating that US health 
officials were considering easing curbs on 
marijuana — lifting Aurora, SNDL, 
Canopy Growth and Tilray. Ray Douglas

Wall Street LondonEurope

Danish wind farm developer Ørsted 
tumbled after flagging potential asset 
writedowns in its US portfolio of up to 
DKr16bn ($2.34bn).

This was due to “a handful of supplier 
delays”, the outcome of talks over 
additional tax credits and the knock-on 
effect of higher, long-dated interest rates.

“For the company to guide to a large 
impairment three months after the capital 
market day is obviously disappointing,” 
said Jefferies, which noted that this 
announcement followed a DKr2.5bn 
impairment in January relating to its 
Sunrise Wind project in New York.

Italian fashion group Brunello Cucinelli 
rallied on reporting a 52 per cent year-on-
year jump in operating profit to €87.7mn 
for the half year, comfortably topping a 
consensus estimate of €67mn, said 
Deutsche Bank.

Brunello Cucinelli, executive chair, said 
the group known for cashmere clothing 
was benefiting from the “quiet luxury” 
trend “much valued at this moment”.

Cucinelli lifted the company’s sales 
target, expecting “turnover up around 19 
per cent” for the full year against a 17 to 
19 per cent range stated in July.

French miner Eramet fell sharply after 
telling Reuters that it had halted 
operations in Gabon following reports 
that military officers had seized power in 
the oil-rich country. Ray Douglas

In the top half of the FTSE 100 index was 
life insurer Prudential, which posted a 39 
per cent rise in new-business profit to 
$1.49bn for the half year.

Matt Britzman, equity analyst at 
Hargreaves Lansdown, said Prudential 
benefited from “domestic demand in 
Hong Kong and travellers coming over 
from mainland China following the 
opening of the border in February”.

Near the top of the FTSE 250 index 
was Future following a report that the 
publisher was exploring the sale of its 
business-to-business operations.

Sky News said that new chief executive 
Jon Steinberg had hired bankers to gauge 
interest in assets such as SmartBrief, a 
newsletter aimed at executives.

This was part of moves by the 
company to refocus on consumer-facing 
brands such as Marie Claire and Country 
Life, said the article.

IT group Instem, which services the life 
sciences market, surged after agreeing to 
be bought by private equity firm 
Archimed for £8.33 per share — a 41 per 
cent premium to Tuesday’s closing price.

Instem would be taken private in order 
to accelerate “investment in technology 
and growth”, it said.

Tullow Oil, which has operations in 
Gabon, fell sharply on fears that the 
military coup in the country would hit its 
business. Ray Douglas

showed that harmonised consumer prices 
rose at an annual rate of 6.4 per cent in 
August, outpacing analysts’ 6.3 per cent 
forecast.

The report pushed interest rate-
sensitive two-year Bund yields up 2bp to 
3.05 per cent as the debt was sold. 

“Today’s reading is a clear sign German 
inflation is remaining stubborn,” said Tom 
Hopkins, portfolio manager at BRI Wealth 
Management. “Investors are now betting 
that the European Central Bank is 
increasingly likely to raise interest rates 
next month.” 

The pan-regional Stoxx Europe 600 

equities index edged 0.1 per cent lower, 
having oscillated between minor gains 
and losses throughout the day. 

Paris’s CAC 40 fell 0.1 per cent and 
Frankfurt’s Xetra Dax lost 0.2 per cent. 

In Australia, inflation data showed that 
the annual pace of consumer price rises 
slowed to 4.9 per cent in July from 5.4 per 
cent the previous month, landing below 
the 5.2 per cent market forecast.

Sydney’s S&P/ASX 200 equities index 
gained 1.2 per cent. China’s benchmark 
CSI 300 index of Shanghai and Shenzhen 
stocks and Hong Kong’s Hang Seng index 
were both flat. Daria Mosolova

The euro climbs on above-forecast inflation data
$ per €

Source: Refinitiv
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I t’s tempting to dismiss the whole 
concept of R*, or R-star — the sup-
posed “natural” level of interest 
rates that serves as a target for 
much of the central banking world 

— as yet another pointless theoretical 
construct by economists suffering from 
an acute degree of physics envy. 

Tempting, and correct. The idea of a 
pseudo-perfect neutral interest rate 
level that neither stimulates nor slows a 
strong economy with stable inflation is 
an attractive academic proposition but 
when has that ever actually happened in 
practice? 

Even Federal Reserve chair Jay Powell 
once compared using R* to guide mone-
tary policy with navigating by stars that 
keep moving around the sky. At the 
Jackson Hole conference of central 
bankers last week, he added that the sky 
was also cloudy. Given that, R* hardly 
sounds like a lodestar we can rely on.

Highlighting the messiness, the New 
York Federal Reserve — led by a guru in 
the field, John Williams — suspended its 
calculations for R* during the pan-
demic, and when it resumed publishing 
updates last May it was with a revised 
model and rejigged history. Which, as 
Robin Brooks, chief economist of Insti-
tute of International Finance, observed, 
is a bit like an investor tweaking their 
historical returns to make them look 
better. “Not cool,” he tweeted.

R* still matters because a lot of influ-
ential central bankers think it does. It 
kind of signifies where they think inter-
est rates should theoretically end up in 
the long run — even if history pretty 
clearly shows that in practice they tend 
to go up until something breaks and 
then go down until it heals. 

But anyway, there is actually a decent 
proxy for what the market thinks the 

Central banking 
has developed an 
R-star problem

long-term “neutral” level of interest 
rates are. More accurately — and per-
haps more importantly — it shows the 
market’s view of long-term bond yields. 
And over the past year, it has repriced 
dramatically. This is the 10-year, 10-
year Treasury forward rate. 

It’s derived from the curve of US gov-
ernment bond market yields over time 
and shows what investors think the 10-
year Treasury yield will be in a decade.

After haphazardly sagging for several 
decades, it plummeted to a record low of 
about 1.6 per cent in the wake of the 
pandemic. But over the past year it has 
rebounded to about 5 per cent — indicat-

ing that investors think that 10-year 
Treasury yields will edge higher and 
remain elevated for the next 10 years. 

Its long-term nature strips out a lot of 
noise and makes it a decent shorthand 
for what investors reckon R* is, albeit 
with some caveats. 

It’s obviously just a nominal rate. You 
have to plug in some kind of implied or 
assumed inflation rate to get you to a 
“true” market-implied R*. It’s also not 
the most liquid market in the world, 
which is why a lot of people prefer five-
year, five year interest rate swaps. 

Moreover, Barclays’ Ajay Rajadhyak-
sha points out that the 10-year, 10-year 
tends to be heavily affected by whatever 
10-year and 20-year Treasuries are 
doing — and 20-year Treasury yields 
tend to act funnily, given the awkward 

Unlike R*, the 10-year, 
10-year forward rate is a 
real rate with a signal and 
practical consequences

3 Wall Street gains after weak economic 
data eases US rate rise fears
3 Euro advances following higher than 
expected inflation in Germany
3 Treasury yields slip but those of 
equivalent German Bunds move higher

Wall Street stocks gained yesterday as 
soft GDP and labour market data from 
the US added to signs that the world’s 
largest economy was cooling, making 
further interest rate increases less likely.

Wall Street’s benchmark S&P 500 rose 
0.3 per cent by midday in New York and 
the tech-focused Nasdaq Composite 
gained 0.4 per cent as investors took 
heart in fresh data pointing to a slowing 
US economy. 

The gains came after a revised reading 
for US gross domestic product showed 
that the economy expanded 2.1 per cent 
in the second quarter of this year, down 
from the initial estimate of 2.4 per cent.

At the same time, a separate report 
from ADP National Employment showed 
that private payrolls rose by 177,000 jobs 
last month, less than the 195,000 forecast 
of economists polled by Reuters. 

The latest releases added to a pool of 
data that has this week illustrated the 
pressure that high interest rates put on 
the US economy, increasing chances that 
the central bank could soon pause its 
tightening campaign. 

Yields on two-year US Treasuries lost 3 
basis points to 4.86 per cent while those 
on benchmark 10-year bonds fell 2bp to 
4.1 per cent as investors bought the debt. 

Meanwhile, the euro gained 0.5 per 
cent against the dollar after the 
preliminary inflation reading for Germany 

What you need to know

The day in the markets
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US Eurozone Japan UK China Brazil
Stocks S&P 500 Eurofirst 300 Nikkei 225 FTSE100 Shanghai Comp Bovespa

Level 4516.10 1816.96 32333.46 7473.67 3137.14 118109.95

% change on day 0.41 -0.23 0.33 0.12 0.04 -0.25
Currency $ index (DXY) $ per € Yen per $ $ per £ Rmb per $ Real per $

Level 103.402 1.093 145.845 1.273 7.292 4.879

% change on day -0.125 0.923 -0.325 1.112 0.003 0.100
Govt. bonds 10-year Treasury 10-year Bund 10-year JGB 10-year Gilt 10-year bond 10-year bond

Yield 4.099 2.543 0.651 4.518 2.588 10.603

Basis point change on day -2.530 3.800 0.930 0.500 -0.600 -0.800
World index, Commods FTSE All-World Oil - Brent Oil - WTI Gold Silver Metals (LMEX)

Level 453.68 84.99 81.31 1930.00 24.22 3716.60

% change on day 0.51 0.09 0.18 0.76 0.14 0.88
Yesterday's close apart from: Currencies = 16:00 GMT; S&P, Bovespa, All World, Oil = 17:00 GMT; Gold, Silver = London pm fix. Bond data supplied by Tullett Prebon.
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Insulet 9.65

Dexcom 4.96

Western Digital 2.96

Carmax 2.90

First Solar 2.46

Saipem 1.98

Cap Gemini 1.78

Wartsila 1.62

Hugo Boss 1.43

Reed Elsevier 1.18

Persimmon 2.26

Fresnillo 2.21

Taylor Wimpey 1.95

Rolls-royce Holdings 1.83

Prudential 1.52

%
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Hp -7.68

Brown-forman -4.36

Evergy -3.14

Rockwell Automation -2.83

Generac Holdings -2.47
Prices taken at 17:00 GMT

Casino Guichard -9.04

Rwe -4.43

Ageas -3.83

Edp -2.96

Iberdrola -2.31
Based on the constituents of the FTSE Eurofirst 300 Eurozone

Kingfisher -2.37

Bt -1.64

Hiscox Ltd -1.30

Sse -1.24

Jd Sports Fashion -1.24

All data provided by Morningstar unless otherwise noted.

Robin Wigglesworth

Markets Insight

maturity (it’s currently yielding more 
than the 30-year). 

However, instead of being merely 
flawed proxy for the market’s view of 
R*, the 10-year, 10-year can be seen as a 
“cleanish” indicator of what the bond 
market thinks its own long-term future 
looks like. 

It is now showing that the long era of 
low interest rates has passed on. It is no 
more. It has ceased to be. It’s bereft of 
life. It rests in peace. It’s hopped the 
twig, kicked the bucket, shuffled off its 
mortal coil, run down the curtain and 
joined the great fixed income market in 
the sky. 

Just a few years ago, the 10-year, 10-
year was signalling that investors 
thought “low for longer” had become 
“low forever”. Today it is whispering 
that bond yields will still ebb and flow 
but we will not return to Ye Olde days of 
zero rate policy for a generation. 

Of course, it’s hard to ignore the fact 
that the 10-year, 10-year has also been 
comically wrong for quite a while — both 
consistently underestimating how far 
the low-yield era would go and then 
overestimating its durability just as 
things changed in 2022. But unlike R*, 
the 10-year, 10-year is an actual, real 
rate with a signal and practical conse-
quences. 

You could even make the argument 
(albeit mostly for the hell of it) that it’s 
even more important than whatever the 
actual 10-year Treasury note is doing, 
given how perceptions of the future can 
shape investment decisions today. It’s 
going to be interesting to see if this is just 
another headfake or whether we really 
are in a new, durable mid-yield era. 

A version of this article appeared first on 
ft.com/alphaville
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CChange during previous day’s trading (%)
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0.41%
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Stock Market movements over last 30 days, with the FTSE All-World in the same currency as a comparison

AMERICAS EUROPE ASIA
Jul 31 - -  Index  All World Jul 31 - Aug 30  Index  All World Jul 31 - Aug 30  Index  All World Jul 31 - Aug 30  Index  All World Jul 31 - Aug 30  Index  All World Jul 31 - Aug 30  Index  All World

S&P 500 New York

4,576.73
4,516.10

Day 0.41% Month -1.49% Year 13.25%

Nasdaq Composite New York

14,283.91
14,024.33

Day 0.58% Month -2.11% Year 17.93%

Dow Jones Industrial New York

35,630.68
34,908.79

Day 0.16% Month -1.57% Year 9.79%

S&P/TSX COMP Toronto

20,626.64
20,350.53

Day 0.40% Month -0.73% Year 4.40%

IPC Mexico City
54,210.62 54,249.02

Day 0.30% Month -0.91% Year 18.56%

Bovespa São Paulo

121,248.39
118,325.55

Day -0.25% Month -1.69% Year 7.00%

FTSE 100 London

7,699.41
7,473.67

Day 0.12% Month -2.85% Year 1.54%

FTSE Eurofirst 300 Europe

1,847.07
1,816.96

Day -0.23% Month -2.34% Year 9.73%

CAC 40 Paris

7,406.08 7,370.55

Day -0.12% Month -1.50% Year 18.36%

Xetra Dax Frankfurt

16,240.40

15,881.82

Day -0.24% Month 1.19% Year NaN%

Ibex 35 Madrid

9,502.90 9,551.10

Day -0.31% Month -1.38% Year 19.54%

FTSE MIB Milan

29,644.71
28,916.70

Day 0.09% Month -1.98% Year 32.39%

Nikkei 225 Tokyo

33,172.22
32,333.46

Day 0.33% Month -1.27% Year 16.02%

Hang Seng Hong Kong

20,011.12

18,482.86

Day -0.01% Month -7.13% Year -7.63%

Shanghai Composite Shanghai

3,290.95

3,137.14

Day 0.04% Month -4.24% Year -3.20%

Kospi Seoul
2,667.07

2,561.22

Day 0.35% Month -1.81% Year 5.54%

FTSE Straits Times Singapore

3,373.98

3,220.22

Day -0.09% Month -4.47% Year -0.06%

BSE Sensex Mumbai
66,527.67

65,087.25

Day 0.02% Month -1.63% Year 12.27%
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A performer in 
Tomoko 
Sauvage’s ‘For 
Floating Bells 
and Amplified 
Lake (where 
centenary 
mussels dwell)’ 
(2023) — Arthur PéquinA  13th-century château-

turned-luxury hotel in a 
2,500-acre idyllic land-
scape of forests, meadows 
and lakes might be an 

unlikely site for contemporary art 
shows that speak to eco-urgency. But
for the past five years there have
been annual environment-focused 
exhibitions at Domaine des Etangs, 
Garance Primat’s family estate in Mas-
signac, France — which is also a site for 
biodiversity research. 

Primat is a collector and philanthro-
pist who began commissioning monu-
mental site-specific work on her prop-
erty, with an eye towards art as a mirror 
of our human and non-human sur-
roundings. The latest exhibition, Pri-
mordial Waters, curated by Claudia Paet-
zold, reimagines water as the source for 
these reflections, opening at a time 
when, ironically, the atmosphere was 
heavy with the promise of rain.

In a new commission, “For Floating 
Bells and Amplified Lake (where cente-
nary mussels dwell)”, sound artist 
Tomoko Sauvage directs six performers 
shoulders-deep in one of the lakes. 
Using mallets to tap and sound standing 
bells (or singing bowls), they create 
unstructured, clanging sounds. 

Hydrophones were installed under-
neath the lake, which is apparently pop-
ulated with hundred-year-old freshwa-
ter mussels. Donning silent disco head-
phones, I could barely make out the aug-
mented underwater sounds. Something 
was amiss. I kept wondering what the 
performers were hearing and feeling. 
Were they following the tiny move-
ments of mussels impacted by the bells’ 
vibrations as sonic cues?

At times the audio translated into a 
sensuous trickling or scooping of water. 
But largely it bled into the performative 
gonglike echoes, bird chatter and the 
effects of a low-lying wind like static 
electricity, with sonic textures that felt 
muffled, viscous and bubbly.

The performance sparked questions 
on the significance of open-air interven-
tions as a form of public art, especially 
when situated in a postcard-perfect 
landscape that will probably only be 
accessible to a privileged few. Sauvage’s 
half-hour performance ended with driz-
zle, the prelude to a rainstorm: as Sau-
vage put it, the real performance was 
enacted by the natural environment.

with a mossy overgrowth, stood out.
The most sensorial and site-

responsive work in this show was not 
visual. When the tide shifted that 
evening, we were confronted with a 
strong herbal scent — moist, fermented 
and earthy — sweeping through the gal-
lery space. It came from diffuser devices 
in the gallery with which Sissel Tolaas’s 
“N-E-W-S” (2023) reproduces the scent 
of the Domaine’s oldest lake from 
molecular data taken from cardinal 
points (north, east, west and south).

“I’m making an image of invisible par-
ticles by reducing smell into individual 
molecules,” Tolaas tells me. “It’s like 
breaking a picture into pixels. Twice a 
day, during high and low tide in the 
Atlantic, I hack the air conditioning sys-
tem by programming the air flow to 
emit the complex smell of the ocean.” 

The notion of water as an originary 
and transformative force that rises and 
recedes came through strongly here. It 
was a deep-smelling encounter: smell-
ing as a conscious act. 

Other works will be added at various 
points of this nine-month-long exhibi-
tion, including Jean-Marie Appriou’s 
eerie “Swamp-Fairy” (2022), akin to a 
prehistoric dragonfly, also the symbol of 
Primat’s collection. His massive sculp-
ture will be perched outside, next to a 
swampy area and above the main breed-
ing ground of dragonflies, thousands of 
which are preserved at Domaine.

Nearby are other impressively 
mounted sculptures such as Tomás 
Saraceno’s utopic “Cloud Cities: du sol 
au soleil” (2022). A miniature version of 
this work in the gallery paled in compar-
ison. I left the exhibition thinking that in 
the sheer scale of our surroundings, art 
could only serve as a meagre illumina-
tion of the boundlessness and scarcity in 
our ecological moment.

To March 22 2024 
aubergeresorts.com/domainedesetangs

Far left: Sharon 
Duncan-
Brewster as 
Queen Odysseus 
in ‘The 
Underworld’. 
Left: Johnny Lee 
Miller and 
Tanya Reynolds 
in ‘A Mirror’
Brinkhoff-Moegenburg; 
Marc Brenner

Simpson family of Essex playing British 
holidaymakers, whingeing away on 
Calypso’s sun loungers. 
nationaltheatre.org.uk

Even the ushers are in on the act in
A Mirror, informing us that the wedding 
“celebration” will last for two hours, 
with no readmittance. The foyer is deco-
rated with balloons and festoons, there’s 
a visitors’ book to congratulate the 
happy couple, and every chair has an 
order of service, with a table of drinks 
and nibbles to the side. Jonny Lee Miller 
prowls the auditorium with the stern air 
of a registrar on a tight schedule, and the 
groom is happily nervous. We all stand 
for the radiant bride and the ceremony 
begins, but the wording seems off and 
the bridal pair make strange, fascistic 
gestures. Then boom! The artifice is torn 
away, the set is struck and the actors 

S irens, one-eyed giants, 
enchanted palaces, prin-
cesses, sea monsters, gods 
and shipwrecks: The Odyssey 
is a whole quarry of resonant 

stories, chipped out by Public Acts,
the outreach wing of the National
Theatre, into five epic retellings. The 
now-finished cycle of performances
culminated in The Underworld, bring-
ing regional casts of amateur perform-
ers from Stoke, Doncaster, Trowbridge 
and Sunderland together with a contin-
gent from the capital, bolstered by
professional actors.

Sharon Duncan-Brewster is an ath-
letic Queen Odysseus, shown setting off 
from Ithaca to fight the Trojans at the 
urgent prompting of war-goddess Ath-
ena, leaving a baby son, Telemachus. It’s 
a brief prequel; the play covers Odys-
seus’s seven-year stay with, and even-
tual escape from, the enchantress 
Calypso, and subsequent eerie descent 
into the underworld.

Pro-Odysseus Athena (a shrill and 
petulant Emma Prendergast) is 
thwarted by Poseidon, maliciously 
wrecking vessels and drowning crew. 
Calypso’s island becomes Hotel Calypso, 
an all-inclusive beach resort you won’t 
want to leave . . . in fact you can’t. Amy 
Booth-Steel, magnificent in a hooped 
multicoloured gown complete with gal-
leon headdress, plays Calypso as a 
female panto dame, comical but with 
sinister flashes of spellcraft as she
drains Odysseus’s will and obliterates 
her memories.

It’s no Sapphic idyll; lonely, big-
hearted Calypso just wants a friend. 
Making Odysseus a woman also adds 
pathos to the Telemachus storyline; big-
voiced Tarinn Callender travels the 
Aegean singing his woe as he searches in 
vain for his lost mum.

Director Emily Lim makes the most of 
the huge cast at her disposal in, first, the 
hilarious Zeus birthday party scene, 
with its full set of Olympians plus revel-
lers in extravagant gear that wouldn’t 

look out of place in the parade at the 
Notting Hill Carnival (costume designer 
Fly Davis contends with Duncan-
Brewster for the title of star of the 
show). Later, as Odysseus clings desper-
ately to the mast of her ship, performers 
in dark sou’westers tumble and toss in 
the form of stormy waves, to the terrify-
ing shrieks and yells of Victoria
Hamilton-Barritt’s demented Poseidon.

And so to the Underworld, domain of 
creepy Hades (Zubin Varla, chilling), 

out  with  the  scr ipt  doc tor ing .
Strait-laced, initially baffled by the 
world of culture, she is secretly thrilled 
to receive a contraband copy of Romeo 
and Juliet from her boss. Brows comi-
cally furrowed, Bax, Adem and Čelik 
debate the meaning and purpose of 
playcraft. Should it be “a mirror” to real-
ity — for example, depicting military 
defeat accurately — or should it inspire 
and express elevated ideals? How far 
can fantasy be allowed to go before it 
endangers the state?

Miller excels as the pedantic but well-
meaning censor (Čelik doesn’t like the 
word), unaware that he is skating close 
to peril himself. In scenes with this 
vastly more experienced actor, new-
comer Micheal Ward more than holds 
his own as Adem, stubbornly sticking to 
his creative groove. Her whole body a 
comedic vehicle, Tanya Reynolds takes 
quirky Mei from gawky to sensuous as 
the love of art takes hold. Every so often 
there’s a mad panic as the players 
scramble to restore the cover scenario: 
“Bax” is even ready with a wedding 
ditty. Artistic debate never weighs down 
the fast-moving, even farcical action. 

There’s one last surprise twist, which 
I’m not sure entirely makes sense — 
shades of a super-villain over-
explaining his plans — but as Miller 
slowly removes the black gloves he has 
worn throughout, the ghastly chill of 
authoritarianism sinks in.
To September 23, almeida.co.uk
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Where art echoes the natural world
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Sound art and scent diffusers 
form part of a new exhibition 
in an idyllic French setting, 
writes Nadine Khalil

who popped up at Zeus’s party like a bad 
fairy in black patent platforms, vinyl 
gloves and a white flouncy gown seem-
ingly put together from old shrouds. 

On his own territory (lighting 
designer Joshua Pharo suggests a world 
that sunlight can never reach), Hades is 
relieved of his habitual ennui by philo-
sophical chat with his rare living guest. 
In hell Odysseus meets her mother, old 
comrades Achilles and Patroclus, the 
latter in a wheelchair, and most horrify-
ingly, her resentful dead crew, hurling 
unanswerable accusations.

But as you, I and Cavafy all know, 
Odysseus did eventually make it back to 
Ithaca, and the big finish doesn’t disap-
point with a heart-soaring mass chorus 
on the theme of “home”. Special plau-
dits go to the jolly group of singing tars, 
who turn out to be members of the 
South Wales Gay Men’s Chorus, and the 

hurriedly thank us for being brave 
enough, as citizens of a police state,
to watch what follows: an illegal,
unregulated play.

In this play, ministry of culture official 
Jan Čelik (Miller) is tasked with licens-
ing new plays and has summoned novice 
writer Adem to his office to explain the 
sexual and potentially seditious content 
in his debut script. Despite the unsuita-
ble subject matter, Čelik sees social-
realist potential in the playwright; per-
haps he can be moulded to write in the 
manner of the regime-approved Bax 

(Geoffrey Streatfeild), author of uplift-
ing sagas about noble workers. Adem’s 
every attempt to explain why he writes 
the way he does invites more trouble. He 
can’t open his mouth without inadvert-
ently criticising the regime. And Bax is a 
miserable drunk whose creativity has 
long since expired.

Sam Holcroft’s ingenious and playful 
drama features not merely a play within 
a play, but a playlet nested within that, 
not to mention several dramatised read-
ings. Mei, Čelik’s young assistant, helps 

‘The Underworld’ 
brought regional casts of 
amateur performers to 
the stage, bolstered by
professional actors

Inside the property’s gallery space, La 
Laiterie, are two of Pamela Rosenk-
ranz’s 2021 “Alien Blue Window” light-
boxes, the LED-blue turning a deeper 
hue as the natural light fades. These are 
in conversation with — and in opposi-
tion to — Yves Klein’s “182 Le Mono-
chrome” (1961), a historic textural 
work in his particular blue, discreetly 
placed behind a wall. In “Fantomas” 
(2023), five suspended metallic chains 
by Daniel Steegmann Mangrané, each 
connecting cloudlike forms, delicately 
splice the air, barely perceptible. With 
gaps at the edges, they read like broken 
signs or ambiguous symbols.

In contrast, a preponderance of works 
by Olafur Eliasson felt weighty. A black 

box showcases Eliasson’s murky light 
and shadow-play in “The Casting of 
Soon After Now” (2021), a complex pro-
jection comprising light, glass and 
lenses attached to motors and mirrors. 
But the artist’s double helix-shaped 
“Antireductionist Mirror Spiral” 
(2021), a funhouse object multiplying 
our reflections in stainless steel spheres, 
and “Sound System Versus Void 
Sequence” (2021), a constellation of 
elliptical cutouts on translucent col-
oured glass panes on driftwood, occupy 
a more decorative role.

As did the neatness of the puddle-like 
hardened gel coat atop Nina Cannell’s 
floor sculpture “Days of Inertia” (2023). 
These sculptural slabs were sourced 
from rock debris that resulted from
the Rochechouart meteorite landing
in the area 260mn years ago; one slab, 

In a new commission, 
sound artist Tomoko 
Sauvage directs six 
performers shoulders-
deep in one of the lakes
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FT BIG READ. INDIAN BUSINESS

Following claims of share price manipulation made earlier this year, new documents reveal potentially 
controversial shareholders in one of the country’s biggest and most politically connected conglomerates.

By Dan McCrum and John Reed

were prominent in the names of Adani’s 
largest public shareholders, the struc-
ture allowed Ahli and Chang to buy and 
sell Adani shares and derivatives in 
secret. By January 2017 they had accu-
mulated stakes worth $363mn.

‘Longstanding suspicion’

Given that they include new informa-
tion about previous investigations into 
the Adani Group, the documents raise 
new questions about the Indian state 
and its enforcement of stock market 
rules on large private companies. 

The DRI investigation into Electrogen 
was set aside by a senior official in 2017, 
a decision that was appealed internally 
and eventually endorsed by a tribunal: 
it found that contracts, which the DRI 
alleged had earned Vinod Adani profits 
of at least $900mn when Electrogen 
acted as a middleman between the 
Adani Group and its suppliers, were 
appropriately priced and conducted “at 
arm’s length”, and that bank records 
relied on by the DRI were inadmissible 
as evidence.

A separate probe into an earlier 
scheme, an alleged circular trade in dia-
monds by Adani companies to illegally 
exploit government export incentive 
schemes, in which DRI documents men-
tion Vinod Adani, Chang and a company 
represented by Ahli, was also closed 
without result in 2015. An appeal 
against that decision was rejected by the 
Supreme Court the following year. 

Sebi’s chairman at the time left in 
2017. In March this year he became
non-executive chair of New Delhi Tele-
vision (NDTV), owned by the Adani 
Group, which said he was an individual 
of “impeccable integrity”.

Since the publication of the Hinden-
burg report, close links between the 
government and Adani, and its closure 
of probes into the company, have 
become the subject of much scrutiny. 

This year, a Supreme Court-ap-
pointed panel of lawyers, former bank-
ers and business executives considered 
whether Sebi failed to spot possible 
wrongdoing at Adani. 

A May report from the committee 
that drew extensively on Sebi briefings 
said the regulator had a “longstanding 
suspicion . . . that some of the public 
shareholders are not truly public share-
holders and they could be fronts for the 
promoters of these companies”.

It said those suspicions were “not 
proved”, and suggested that attempts to 
do so could be “a journey without ades-
tination” because identifying ultimate 
beneficial owners behind layers of cor-
porate entities would be “a humongous 
task”. 

Sebi, the May report said, had sought 
information on 13 offshore entities it 
considered suspicious from counter-
parts in jurisdictions including Malta, 
Curacao, the Virgin Islands, and Ber-
muda, but had “drawn a blank”. 

The regulator submitted its own, 
delayed report to the Supreme Court on 
Friday that said its investigation into 
potential non-compliance with the min-
imum public shareholding require-
ments was ongoing, and that identifying 
controlling shareholders at the 13 off-
shore entities “remains a challenge”. 

Two of the 13 were the funds used by 
Ahli and Chang for their Adani invest-
ments. Adani’s spokesperson said the 
“provocative timing” of the FT’s story 
around that event was “to defame, dis-
parage, erode value of and cause loss to 
the Adani Group and its stakeholders”.

The Hindenburg report also men-
tioned the two funds in passing, as part 
of an overall thesis that “Adani’s key 
‘public’ investors are secretive and 
exhibit behaviour inconsistent with 
normal investment funds”. The report 
assembled substantial circumstantial 
evidence to allege that key investors 
were part of a “vast labyrinth of offshore 
shell entities” managed by close associ-
ates of Vinod Adani. 

While Ahli and Chang’s particular 
interest in Adani has been revealed, it 
raises questions about the owners of 
Adani stock inside the other 11 entities, 
and highlights what one person familiar 
with the structures described as stand-
ard arrangements: “Most Indian off-
shore structures were designed to 
bypass the broad-based guidelines.”

From four public companies in 2017, 
worth $12bn, Adani’s apparent strong 
stock market following helped it to list 
two more the following year. After 2020 
the valuations of all of them became 
supercharged, with Adani Enterprises 
rising 20-fold. 

An Adani spokesperson pointed to 
stock exchange reports on trading pat-
terns submitted to the Supreme Court 
committee, which said in its May report 
that they “prima facie, found no evi-
dence of any artificiality to the price rise 
and did not find material to attribute 
the rise to any single entity or group of 
connected entities”.

The conglomerate reached a peak 
market capitalisation of $288bn late last 
year. It has since halved. 

F rom the outside, the Global 
Opportunities Fund in Ber-
muda looked like any regular 
investment fund: broad, 
bland, and uncontroversial.

On the inside, however, two men were 
using the fund for a specific purpose — 
to amass and trade large positions in 
shares of the Adani Group, one of the 
biggest and most politically connected 
private conglomerates in India.

The two men — Nasser Ali Shaban 
Ahli from the United Arab Emirates and 
Chang Chung-Ling from Taiwan — are 
associates of Vinod Adani, brother of 
the conglomerate’s founder Gautam. 
Their investments were overseen by a 
Vinod Adani employee, raising ques-
tions over whether they were front
men used to bypass rules for Indian 
companies that prevent share price 
manipulation.

The intricate paper trail that shielded 
their identity from regulators and the 
public is laid bare in documents shared 
with the Financial Times by the Organ-
ized Crime and Corruption Reporting 
Project, a network of investigative jour-
nalists. It is the first time that poten-
tially controversial owners of Adani 
stock have been identified since the 
American short selling firm Hinden-
burg Research published an explosive 
report in January that accused the 
Adani Group of running the “largest con 
in corporate history”.

Hindenburg alleged that entities con-
trolled by associates of Vinod Adani 
manipulated the share prices of some of 
the group’s 10 listed entities, sparking a 
furore that has knocked more than 
$90bn off the valuation of the Adani 
Group. The allegations in the report 
were strenuously denied by the group.

In response to questions from the FT, 
an Adani spokesperson also said its 
listed entities were in compliance with 
all laws. Lawyers for the company that 
set up the investment structure denied 
there was any wrongdoing associated 
with it.

The new documents identify Ahli and 
Chang as two of the most significant 
investors in the broader scheme out-
lined by Hindenburg. They outline a 
series of bespoke investment structures 
within the Global Opportunities Fund 
that were used by Ahli and Chang exclu-
sively to trade Adani stocks.

People familiar with the structures 
claim parallel sets of books at the fund 
provider and a Russian doll of compa-
nies and funds masked their stakebuild-
ing. “Two sets of accounts were done. 
One was for regulators. The second set 
was for each investor mapping their 
holdings,” says one of the people. 

According to the documents, in Janu-
ary 2017 Ahli and Chang secretly con-
trolled at least 13 per cent of the free 
float — the shares available to be traded 
by the public — in three of the four 
Adani companies listed at the time, 
including the group’s flagship Adani 
Enterprises.

Their relationship to Vinod Adani 
matters because he is part of the so-
called promoter group, an Indian legal 
term for corporate insiders whose 
shareholdings are not supposed to 
exceed 75 per cent under stock market 
rules. Breaches of the rule can lead to 
delisting.

Documents show that Ahli and Chang 
began their investments in Adani stocks 
in 2013, when the group sold equity
to private investors to increase the
public shareholding at its then three 
listed companies as regulator Sebi,
the Securities and Exchange Board of 
India, sharpened enforcement of the
75 per cent rule. 

Were Sebi to treat the two men as 
proxies for Vinod Adani and so part of 
the promoter group, it would mean 
Adani companies repeatedly breached 
the rules designed to prevent artificial 
inflation of share prices. Ketan Dalal, 
founder of Katalyst Advisors, a Mum-
bai-based advisory firm, says that “if the 
free float of a stock was much smaller 
than visible to the public eye, it allows 
the price to be manipulated”. Comment-
ing on the rules, without reference to 
Adani or any other specific company, he 
says that would be “indirect market 
manipulation: others see the price go up 
and could get enticed”.

The new documents include informa-
tion from police investigations, corpo-
rate registries, bank records, stock mar-
ket data, and correspondence, which 
the OCCRP has also shared with The 
Guardian.

They mostly focus on 2012 to 2018, a 
key period for the Adani Group when it 
established itself as one of the champi-
ons of Indian business. Its interests
now range from energy and transport to 
edible oils, television and sports teams.

Although the Adani Group says it has 
not been granted favours by the
government of Narendra Modi nor
any other, its expansion has gathered 
pace since the prime minister took 
office, and often dovetailed with
the Indian state’s economic agenda.

in an Adani jet and helicopters. Three 
years later the directorate’s adjudicating 
authority cleared Adani and closed
the case. 

The documents also raise a broader 
question about whether international 
regimes to identify the beneficial own-
ers of assets are fit for purpose. 

The investment structures were pro-
vided by an Indian financial group now 
called 360 One. The same firm has pre-
viously attracted scrutiny for structur-
ing a Mauritian fund that was used for 
several years to hide the names of par-
ticipants in a highly controversial 
Indian transaction in 2015 involving the 
fraudulent German company Wirecard. 

An Adani spokesperson said its listed 
entities were in compliance with all 
laws. “These are nothing but a rehash of 
unsubstantiated allegations levied in 
the Hindenburg report,” which she says 
the group has previously rebutted: 
“There is neither any truth to nor any 
basis for making any of the said allega-
tions against the Adani Group and its 
promoters and we expressly reject all of 
them in toto.” Adani was not aware of 
the 2014 DRI documents but added that 
the Supreme Court had “concluded in 
our favour” over the matter.

Lawyers for 360 One said the com-
pany disagreed with the FT’s version of 
events, and that no 360 One “entity and/
or its employees in their official capacity 
has been involved in any wrongdoing 
generally and particularly in connection 
with the Adani Group”. It also denied 
any wrongdoing in relation to the Wire-
card transactions. 

Chang said “I know nothing about 
this” when asked if he was an Adani 
associate who secretly purchased shares 
for them. He declined to say if he knew 
Vinod Adani, suggested the reporter 
“might be AI”, and eventually hung up. 
Vinod Adani and Ahli did not respond to 
requests for comment. Sebi also did not 
respond to requests for comment.

India to Dubai and back to India

The paper trail that links Ahli and 
Chang to Vinod Adani, and leads them 
all to a Bermuda fund provided by
360 One, can be traced back to Dubai in 
July 2009. 

Ahli created a company there which, 
according to DRI documents, almost 
immediately signed a deal with a Chi-
nese manufacturer of power equipment 
to supply an Adani project in India, 
months before the official tender proc-
ess began. At the same time Ahli created 
a Mauritian shell company, whose
ownership he transferred to Chang in 
October 2009. 

In early 2010 Vinod Adani took
control of both, renaming the Dubai 
business Electrogen Infra, and its Mau-
ritius parent Electrogen Infra Holdings.

Electrogen Dubai reaped the rewards 

of acting as a middleman between Adani 
and its suppliers. The DRI alleged, 
before its investigation was closed, that 
while Electrogen was nothing more than 
a “dummy agent for invoice copying and 
value inflation”, the profits were real. It 
found that Electrogen Dubai trans-
ferred $900mn up to its parent in Mau-
ritius between 2011 and 2013. 

Electrogen Mauritius then lent 
$100mn to another Vinod Adani com-
pany, called Assent Trade & Invest-
ment. Vinod Adani signed documents 
as both the lender and borrower. 

Assent used the $100mn to invest in 
the Indian stock market, by subscribing 
to shares in the Bermudian Global 
Opportunities Fund, in 2011 and 2012. 
Vinod Adani’s money was directed
from there into a Mauritian fund called 
the Asia Vision Fund, which made 
diversified investments in stocks other 
than Adani. 

According to an agreement signed
by Vinod Adani, 360 One paid a Dubai 
subsidiary of Assent to advise on the 
investments. 

Ahli and Chang reappear in the paper 
trail in 2013, when Sebi cracked down 
on excessive promoter holdings at more 
than 100 companies. Two funds became 
significant investors in Adani stocks: the 
Emerging India Focus Funds and the 
EM Resurgent Fund.

When Sebi inquired in August 2013 
about the beneficial owners of the two 
funds buying large amounts of Adani 
stock, documents show it was told by 
360 One that the end investor was the 
Global Opportunities Fund in Bermuda, 
described as a broad-based fund with 
195 individual investors.

The two funds favoured an unusual 
weighting towards Adani: by September 
2014, more than a quarter of the Focus 
Funds’ $742mn in assets, and over half 
of the Resurgent Fund’s $125mn portfo-
lio, were allocated to three Adani com-
panies, according to documents. Behind 
the scenes all but $2mn of $260mn in 
Adani stock held by the funds on that 
date were controlled by Ahli and 
Chang’s companies, documents show. 

Like Vinod Adani, they had invested 
via the Global Opportunities Fund in 
Bermuda from shell companies. Chang 
used Lingo Investments, established in 
the British Virgin Islands in 2010. Ahli 
used Gulf Asia Trade and Investment in 
the British Virgin Islands, and Mid East 
Ocean Trade & Investment in Mauri-
tius, both incorporated in 2011. The 
source of the money for these three 
companies’ investments is not known. 

Their accounts at the Global Opportu-
nities Fund were overseen by an 
employee of Excel Investment and 
Advisory Services, a Vinod Adani com-
pany, and Excel was paid an advisory fee 
related to their investments. While both 
Focus Funds and the Resurgent Fund 

Hidden investors and a 
secret paper trail

A package of reforms in 2018 allowed 
Adani to add six privatised airports to 
the conglomerate’s strategic interests 
the following year. It is India’s biggest 
private thermal power company, big-
gest private port operator, biggest pri-
vate airport operator and biggest pri-
vate coal importer. Gautam Adani has 
been referred to as “Modi’s Rockefeller”. 

Adani strenuously denied Hinden-
burg’s allegations and responded by 
calling the report “a calculated attack on 
India, the independence, integrity, and 
quality of Indian institutions, and the 
growth story and ambition of India”.

Hindenburg’s allegations have 
already spilled into Indian politics after 
opposition figure Rahul Gandhi raised 
questions in parliament about Modi’s 
ties to Gautam Adani. The new docu-
ments could broaden the political 
impact because they show that Indian 
regulators have long suspected a con-
spiracy to manipulate Adani shares, 
contrary to the impression given in an 
affidavit to the Supreme Court this year, 
when the regulator said “the allegation 
that Sebi is investigating Adani since 
2016 is factually baseless”.

Two separate investigations into 
Adani were underway in January 2014, 
according to previously unreported 
Indian government correspondence 
between Sebi and the Directorate of 
Revenue Intelligence, which polices 
smuggling and economic crime. 

The head of the DRI wrote to his coun-
terpart at the regulator because Sebi 
was investigating “the dealings of the 
Adani Group of companies in the stock 
market.” His letter was accompanied by 
a CD of evidence from a DRI probe into 
alleged inflated invoices at Adani power 
projects, and said “there are indications 
that a part of the siphoned off money 
may have found its way to stock mar-
kets in India as investment and disin-
vestment in [the] Adani Group.” 

The DRI sent demands for informa-
tion about Adani just before Modi took 
office in May 2014, after a campaign
in which he criss-crossed the country

Vinod Adani, 
left, and Gautam 
Adani against a 
backdrop of 
Dubai and 
Bermuda 
FT montage

‘Two sets of 
accounts 
were done. 
One was for 
regulators. 
The second 
set was for 
each 
investor 
mapping 
their 
holdings’

‘There is 
neither any 
truth to nor 
any basis 
for making 
any of 
the said 
allegations 
against the 
Adani 
Group 
and its 
promoters’
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amount of available public shares
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Russia still has options to 
sustain its war economy

usual despite the war. This illusion has 
to some extent been punctured by 
events such as the now deceased war-
lord Yevgeny Prigozhin’s abortive 
mutiny, the partial mobilisation of 
civilians and the sheer fact that the 
war has gone on so long.

In economic terms, however, the 
Kremlin wants to minimise or avoid 
steps that risk squeezing living stand-
ards and alienating the public ahead of 
next year’s presidential election. 
Although this will be a strictly organ-
ised political ritual rather than a genu-
ine contest, the authorities still want 
to deliver an overwhelming victory for 
Putin. The higher the turnout, the 
more tightly ordinary Russians are 
locked in the regime’s embrace — so at 
least goes official thinking.

Time is the all-important factor for 
the Kremlin. Its apparent calculation 
is that the Russian economy needs to 
hold out until the tides of political 
opinion turn in western countries, 
above all the US. Next year’s American 
elections are less than 15 months 
away, and Moscow is surely hoping 
they will produce a president and Con-
gress less enthusiastic about paying 
for Ukraine’s war of self-defence.

Remove or reduce US and allied mil-
itary and budgetary support for 
Ukraine, and the prospects for its 
resistance to Russia’s aggression 
would indeed look bleak. Even with 
this support, Ukraine’s gross domestic 
product fell by 10.5 per cent in the first 
quarter of this year from the same 
period of 2022.

Millions of refugees have left 
Ukraine. Much of the country’s south 
and east is under Russian occupation. 
Moscow has greatly disrupted the 
export of Ukrainian industrial and 
agricultural goods, and its physical 
destruction of cities, infrastructure 
and other assets has caused hundreds 
of billions of dollars in damage. What-
ever difficulties Russia’s economy is 
experiencing, they do not compare in 
scale to those of Ukraine.

Nor are they as serious as in some 
previous Russian wars. Hyper-infla-
tion in the first world war was one fac-
tor behind the domestic unrest that 
triggered the collapse of tsarism in the 
February 1917 revolution. In the sec-
ond world war, the Nazi invasion 
inflicted staggering economic as well 
as human losses on the Soviet Union, 
making the war an existential struggle 
for survival.

For Ukrainians, the present war is 
likewise a struggle for survival, as an 
independent state and as a nation with 
its separate, non-Russian identity. For 
Russians, the war is not remotely 
about national survival. One day it 
may be about the survival of Putin’s 
regime — but, judged from a purely 
economic point of view, that day is still 
some way off.

tony.barber@ft.com

A ccording to Russia’s offi-
cial statistics agency, pro-
duction of vehicles, trail-
ers and semi-trailers was 
more than 50 per cent 

higher in June than in the same month 
of 2022. Meanwhile, the central bank 
reports that, in the first quarter of this 
year, shortages of workers at indus-
trial enterprises were at their most 
acute since records began in 1998. The 
central bank also estimates annual-
ised inflation over the past three 
months at 7.6 per cent, well above its 4 
per cent a year target.

Naturally, we have to treat official 
economic data in President Vladimir 
Putin’s Russia with considerable cau-
tion. But the picture painted by these 
three indicators is probably not far 
from the truth. Eighteen months after 
its full-scale invasion of Ukraine, Rus-
sia displays many classic symptoms of 

a wartime economy, such as inflation, 
labour shortages, rising government 
expenditure and deficit financing.

For Kyiv and its western supporters, 
the question is whether the pressures 
on the Russian economy will become 
so intense that, at some point in the 
future, they will derail the Kremlin’s 
annexationist war in Ukraine. West-
ern sanctions are undoubtedly com-
pounding these pressures, especially 
by cutting Russia’s oil and gas export 
revenues. However, Kremlin policy-
makers still have measures available 
to sustain the militarised economy.

It would be possible, for example, to 
increase withdrawals from Russia’s 
National Welfare Fund, a kind of 
rainy-day reserve of liquid assets, 
including gold and Chinese renminbi. 
The authorities could also expand 
domestic bond issuance.

Other options, which might address 
the problems of capital flight and a 
falling rouble, include the imposition 
of capital controls and a requirement 
for exporters to convert foreign 
exchange earnings into Russian cur-
rency. Last but not least, the govern-
ment could increase taxes, or cut non-
military state spending, or do both.

The last two measures appear unat-
tractive to the Kremlin, which has 
tried to maintain the illusion for citi-
zens that life can go on more or less as 

Moscow’s thinking seems 
to be that it must hold out 
until the tides of political 
opinion turn in the west

Ben Hickey

Tony 
Barber
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London can 
push for 
expanded trade 
with Beijing, 
where there are 
opportunities, 
without 
breaking with 
the western 
consensus

In search of a British China strategy

The UK needs to balance 
commerce, security and 
human rights

During his visit to Beijing this week, 
Britain’s foreign secretary has come 
under fire from his own side. James 
Cleverly has been accused of “appease-
ment” of China by Iain Duncan Smith, a 
former leader of his own Conservative 
party. But the British government 
should make no apology for engaging 
with China or for discussing trade and 
commerce in Beijing. If anything, the 
UK has been slow off the mark in com-
parison with its closest allies and part-
ners, not just to visit Beijing but to frame 
a coherent China policy.

The foreign ministers of Australia, Ger-
many and France have all visited Beijing 
since December. Antony Blinken, the 
US secretary of state, made a long-de-
layed trip in June. Gina Raimondo, US 
commerce secretary, was there just 

before Cleverly, promising to improve 
conditions in China for US investors. 

This flurry of western visitors to Bei-
jing underlines a crucial point. Trying to 
promote trade with China, in ways that 
do not compromise national security, 
does not mean abandoning fundamen-
tal commitments on human rights or 
geopolitics. If the US, which is locked in 
a tense strategic rivalry with China, can 
also promote trade, so can the UK. 

The Biden administration is at pains 
to insist it has no intention of curtailing 
all trade with China and is focusing only 
on sensitive technologies. The G7 has 
embraced the idea of “de-risking” trade 
with China rather than decoupling — a 
form of words that emerged from the 
EU. So Cleverly can push for expanded 
trade with China, where there are 
opportunities, without breaking with 
the western consensus.

Britain and China have a range of 
areas in which they have mutual eco-
nomic interests, including tourism, edu-
cation and finance. High technology is a 

sensitive area that must be reviewed on 
a case-by-case basis. 

Trying to promote trade with China — 
while pushing tough messages on secu-
rity and human rights — is, of course, a 
balancing act. Actions speak louder 
than words. Here Britain has a decent 
record. The UK has recently signed the 
Aukus security pact with the US and 
Australia — a move that was greeted 
with open displeasure in Beijing, but 
which remains an important contribu-
tion to Indo-Pacific security. 

Britain has also rightly refused to 
silently accept Beijing’s new national 
security regime in Hong Kong. The deci-
sion to allow almost 150,000 Hong Kong 
residents to move to the UK — with, 
potentially, many more to come — has 
greater weight than any diplomatic pro-
tests lodged in Beijing. 

It is inevitable that the balance 
between commercial, security and 
human rights considerations will be 
affected by events and the actions of 
China. As a European country and a 

midsized power, Britain is not going to 
determine the future of the Indo-Pa-
cific. That means that British policy will 
inevitably be reactive to some extent. 

Nonetheless, it sometimes feels as if 
Britain has a series of disconnected poli-
cies to China running alongside each 
other, rather than a single coherent 
strategy. There is trade promotion, 
there is national security strategy and 
there is human rights — but the different 
elements have not yet been woven 
together into a single coherent whole.

The UK parliament’s foreign affairs 
committee complained on Wednesday 
that there is a strategy on China, but that 
it is so highly classified that even some 
relevant ministers are unaware of the 
details. 

If there is indeed a master plan for 
China locked away in a filing cabinet, 
somewhere in Whitehall, it would be 
good to see some evidence of it making a 
difference in the real world. James Clev-
erly’s visit to Beijing would be a good 
place to start. 

people and hold to account those 
complicit in our persecution?
Rahima Mahmut
UK Director, World Uyghur Congress
Executive Director, Stop Uyghur Genocide
London N12, UK

Armenian enclave is just a 
bargaining chip for Putin
In “Russia loses grip on disputed 
Caucasus enclave” (Report, August 16) 
Polina Ivanova suggests that Russia’s 
failure to fulfil its peacekeeping 
commitments in Nagorno-Karabakh is 
the consequence of its costly war in 
Ukraine. 

While the war has indeed had an 
impact on the humanitarian crisis in 
Nagorno-Karabakh, it is not the one 
suggested in the article. The key to 
understanding Russia’s policy in 
Nagorno-Karabakh lies in Russian-
Turkish relations. With the invasion of 
Ukraine in 2022, Russia needs Turkey 
more than ever to ease its international 
isolation. So far, Turkey refuses to join 
western sanctions against Russia. 

Azerbaijan has claims on Nagorno-
Karabakh, and Turkey sees Azerbaijan 
as an extension of itself. For Russia, 
Armenians of Nagorno-Karabakh are 
just a bargaining chip in its dealings 
with Turkey.
David Avagyan
Braine-le-Château, Belgium

World in 2023 depends
on behavioural science
Your leader (“The uses and limits of 
‘nudge’ economics”, FT View, August 
25) on the need to retain research on 
the subject of behavioural science is 
sensible. Yet it misses the two most 
important arguments.

First, scientific fraud has been with 
us for centuries, and probably always 
will be. There have been dozens of 
famous cases across virtually every 
discipline. Misconduct and sheer 
mistakes do not happen because of a 
particular scientific subject; they 
happen because human beings are not 
perfectible.

Second, and more important, the 
world in 2023 depends crucially upon 
behavioural science. If that statement 
sounds unusual, consider the central 
issues of our era. 

How are we going to dissuade people 
from using fossil fuels, before our 
planet is ruined? Why do a billion 
humans continue to smoke cigarettes 
when we know that doing so will 
subtract approximately a decade from 
their lifespan? How will we get more of 
the world’s distrustful citizens to 
speedily take the next vaccine when a 
new pandemic strikes (as it will). 

These are not questions that 
economists, epidemiologists and 
medical doctors are trained or able to 
answer. They are questions instead 
about the deep roots of human action. 

Behavioural science is, like it or not, 
and recognise it or not, the most crucial 
subject in the modern world.
Andrew Oswald
Professor of Economics and Behavioural 
Science, University of Warwick
Coventry, Warwickshire, UK

City law firms and banks is a benefit to 
staff. In my experience, staff in these 
firms are suffering from stress and 
burnout as a direct result of the 
punishing and ruthless work ethic. 
Firms would do better to address these 
working practices than offer in-house 
therapists who have little incentive to 
bite the hand that feeds them by 
challenging the work satisfaction of 
clients.

Similarly, would agricultural workers 
prefer free counselling or better pay 
and conditions? Would NHS staff prefer 
free counselling to better pay and a 
return to free medical education? Such 

notionally “free” counselling will often 
be provided pro bono by qualified 
therapists, so someone is always paying 
a price.

In an economic system in crisis, it is 
not the role of therapy to provide a 
salve for the wounds inflicted. As 
Theodor Adorno, the German 
philosopher, asserted, the “wrong life 
cannot be lived rightly”. 

Those who do not interrogate their 
role in papering over the cracks in an 
exploitative society should not be 
entering the profession. 
Sue Kinder
London N1, UK 

UK foreign secretary must 
speak up for Uyghurs
As a Uyghur, whose people are being 
systematically attacked by China to 
such an extent that the UK parliament 
has recognised it as genocide, I was 
interested to read James Cleverly 
justifying his visit to China based on 
the authority he apparently has there 
and that he could not raise concerns 
about the treatment of Uyghurs unless 
he spoke to Beijing (Report, August 
30).

Since 2016, when the Chinese 
Communist party’s sinister programme 
to eradicate Uyghurs began, this 
rationale has underpinned the strategy 
of each British foreign secretary.

In stark contrast, President Xi 
Jinping announced last weekend that 
he would continue with his policies 
towards Uyghurs and other Muslims. 
As another foreign secretary politely 
asks China to stop, we might be 
entitled to question: what will it take to 
replace the choreographed 
photographs and diplomatic platitudes 
with real policies that will protect my 

As a psychotherapist, I take issue with 
the inference that the increase in 
people entering training as therapists is 
to be unquestioningly applauded 
(“Profession of the century”, Work & 
Careers, August 28). 

It is surprisingly easy to be accepted 
on to a training course, even those 
regarded as “gold standard”. But many 
students drop out and many never 
actually practise as therapists. Perhaps 
the article could have been better 
titled: “Psychotherapy training: 
profession of the century.”

I was particularly struck by the idea 
that the offer of on-site therapists by 

Therapy is no cure for a society in crisis
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F or foreign visitors, the warm 
hospitality of Mongolia’s 
centuries-long nomadic 
tradition is alive and well 
in 2023. Beneath the surface, 

however, there is tension; the country 
is at a crossroads. 

As a guest entering a ger, the 
traditional circular tent, in the 
countryside a few hours’ drive from 
Ulaanbaatar, I am directed to sit next 
to the head of the family, justice 
minister Nyambaatar Khishgee, who 
wears a dark navy-blue robe, a black 
fedora and knee-high riding boots.

We share bumps of tobacco powder, 
poured from his bottle on to a tiny 
silver spoon. From bowls we drink 
airag — fermented horse milk — and 
whisky chasers from glass tumblers. 
Food is carried in — a small mountain 
of roast lamb and a stack of khuushuur, 
crispy meat-filled dumplings — with 
cigarettes and more airag.

Appetite satisfied, Nyambaatar, the 
top lieutenant of Prime Minister 
Luvsannamsrain Oyun-Erdene, talks. 
He takes me on a journey though the 
country’s transition from central 
planning to the market economy in 
the 1990s, to today’s crackdown on 
corruption and plans to entice more 
western mining companies to exploit 
Mongolia’s vast deposits of copper, 
uranium and rare earths.

The government says the reforms 
could, by the end of the decade, more 
than triple gross domestic product 
while halving poverty — in 2020 
nearly a third of the population lacked 
the basic necessities of life. But for 

large swaths of Mongolia’s 3.4mn 
people, such promises ring hollow. 
Some, especially women, have found 
the transition out of the Soviet shadow 
to a market-orientated democracy not 
entirely a positive experience.

For Mongolians, including those 
who live among the smog and clogged 
roads of the capital, local culture is 
deeply embedded in nature. 
Unbridled industrial development 
risks clashing with the nomadic 
tradition. Trust in the government 
remains weak after years of endemic 
corruption at the highest levels. 

Sukhgerel Dugersuren, director of 
an environmental group monitoring 
Rio Tinto’s copper mine in the Gobi 
region, believes there is an alternative. 
With so much land and so few people, 
she says, Mongolia can thrive 
sustainably with an economy 
underpinned by industries such as 
eco-tourism and the ethical 
production of cashmere, wool and 
meat. “The World Bank and IMF are 
brainwashing [Mongolians], to make 
you think that you need economies 
of scale, that you have to compete 
in global markets, you have to be 
part of the global production and 
consumption chains. No, we don’t, 
we are located right next to world’s 
largest markets,” she says.

Yet there is also a strong argument 
that, since the pandemic has left deep 
social and economic scars, reforms 
are even more pressing. Economic 
activity ground to a halt for long 
periods during the height of Covid-19 
because of tight border controls with 

the country’s key economic lifeline, 
China. More prosperity and tax 
revenues could improve the social 
plight of many Mongolians.

The landlocked country needs to 
cut dependence on China and Russia. 
Oyun-Erdene has been busy working 
towards his vision of a resource boom 
enabling a step-change in public 
services. In June, he met Xi Jinping in 
Beijing to make the case for improved 
trade routes. This month in 
Washington, he met secretary of state 
Antony Blinken and vice-president 
Kamala Harris. French president 
Emmanuel Macron visited him in 
May. Today, Pope Francis will visit 
Mongolia’s 1,500 Catholics.

This has all raised Mongolia’s profile 
after years in the wilderness; whether 
it will bring more resource deals with 
the west and new trade routes through 
China is not clear. A pending decision 
from French group Orano on a new 
uranium mine will be a bellwether on 
the prime minister’s efforts.

The business community is 
cautiously optimistic. Bayanjargal 
Byambasaikhan, a dealmaker 
developing clean energy projects in 
the Gobi, says as a frontier market, 
Mongolia must build more trust in its 
“fundamentals”, including the rule of 
law and the certainty of its tax regime.

“I’m hoping that these reforms will 
translate into sending the right signals 
to the market,” he says, while offering 
a warning to investors: “Don’t bring 
a Ferrari to an off-road adventure.”

edward.white@ft.com

Mongolia’s 
rocky road 
to prosperity 

by Edward White
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even though it would place the UK in 
Europe’s second tier. 

But the two biggest problems lie 
beyond UK control. It is far from clear 
that the EU will want the UK back as a 
full member, especially if it can extend 
its writ through regulatory alignment, 
the single market or some new associate 
role. Tory leaders are already beginning 
to accept some EU regulatory hegem-
ony. The EU is coping without its recal-
citrant ex-member. 

Finally, even if a moment comes when 
the EU is ready to readmit the UK, it 
might reasonably demand a higher than 
50 per cent threshold for public support 
as the price of re-entry, to ensure the 
end of the UK’s political hokey-cokey.

There will be no rapid return. Those 
dreaming of only a decade in the wilder-
ness are unlikely to be right. A disas-
trous economic downturn might speed 
UK readiness but that is hardly a thing 
to be wished for.

None of this is to say that Rejoiners 
are wrong to campaign on Brexit’s fail-
ings. They will need to create sufficient 
pro-Europeanism for voters to set aside 

ble halfway house. But even this will 
require becoming a rule-taker. Closer 
regulatory alignment carries the same 
problem, though it is one many export-
ers would be pleased to tolerate. 

Secondly, the efforts to improve the 
existing Brexit settlement, repair rela-
tions and ease trade friction may reduce 
the imperative for rejoining. If Brexit 
can be made bearable, why go through 
the pain of unpicking it? The Tories are 
likely to remain a Brexit party, though 
perhaps a more pragmatic one, and they 
will not be out of power indefinitely.

Someway down the line it is possible 
to imagine a future outer ring of associ-
ate EU members, offered some eco-
nomic advantages but without full
benefits or a political voice. This could 
be easier for British politicians to sell 

T hese should be heady times 
for the UK’s pro-Europeans. 
Opinion polls now show 
clear and consistent expres-
sions of regret that the 

country left the EU. Some even suggest a 
majority for rejoining. Leavers have all 
but given up arguing its merits, falling 
back on the old chestnut that “true 
Brexit hasn’t really been tried”. The dam 
is breached. Surely then, it is only a mat-
ter of time before the campaign to rec-
tify this historic error begins in earnest.

And yet, with the exception of the SNP 
in Scotland, none of the major opposi-
tion parties show the courage of their 
former convictions. At the coming party 
conferences it will occupy less debate 
than car taxes. While some Labour vot-
ers like to imagine returning to the sin-
gle market as a second term agenda for a 
triumphantly re-elected Keir Starmer, 
the unhappy truth for Britain’s pro-
Europeans is that a meaningful return 
to the EU orbit is decades away at best. 
For Remainers in UK-wide parties the 
talk is of improved relations, a better 
trade deal, perhaps the creation of a
regular EU-UK summit, youth visas and 
incremental regulatory alignment. In
as far as Brexit will be an election issue, 

the debate is over how to make it work.
Rejoining the single market or cus-

toms union is outside the mainstream 
agenda. As for full membership, even 
dedicated pro-Europeans like Tony 
Blair see this as generations away.

The caution is justified. First, the polls 
cannot be trusted. Many of the most 
dramatic poll leads for rejoin have 
excluded don’t knows, who account for 
up to 20 per cent of voters. There 
remains a large gap between those 
expressing regret and those ready to 
rejoin. Above all, a five-second answer 
to a policy question is a poor guide to 
what may happen once the choice 
becomes live. Many who feel regret are 
also queasy about reopening the most 
divisive chapter in modern British his-
tory. The other clue is the level of con-
tinuing support for Brexit among Con-
servative voters — the very people the 
opposition parties wish to win over. 

There are several reasons why Rejoin-
ers should steel themselves for a very 
long haul. First, it would require 
another referendum, and while the polls 
and demographics give grounds for 
hope, once a campaign gets into the spe-
cifics their case would be more difficult. 
Rejoining would mean a commitment to 
abolish the pound and give up inde-
pendent immigration controls. There 
will be no UK opt-outs this time. These 
are not easy arguments to make. Fur-
thermore, the EU’s drift towards closer 
integration will continue. 

Returning to the single market or cus-
toms union might not require a referen-
dum and is seen by many as an achieva-

Rejoining the 
EU remains a  
distant dream

A disastrous downturn 
might speed readiness 

but that is hardly a thing 
to be wished for

O f the two startling images 
that circled the globe last 
week, only one should 
prompt a foreign policy 
rethink for the UK and its 

allies. It is not the flaming wreckage of 
Yevgeny Prigozhin’s plane near Mos-
cow. The dramatic death of the leader of 
the Wagner group, widely predicted 
since his attempted mutiny against 
Vladimir Putin in June, told us nothing 
new. This assumed demonstration of 
theatrical brutality only strengthens 
Ukraine’s resolve in the fight against 
Putin.

It is the police mugshot of Donald 
Trump that deserves more thought. 
Carefully posed (he chose to glower 
rather than smile under the combed 
sweep of his hair) and immediately cir-

culated by his team as a symbol of his 
supposed martyrdom, it drove his poll 
ratings only higher. The image will dom-
inate next year’s presidential campaign 
(in which he holds the overwhelming 
lead for the Republican nomination). 
US District Judge Tanya Chutkan on 
Monday set a start date of March 4 2024 
for his federal criminal trial on charges 
of alleged election interference, one day 
before “Super Tuesday”, when Republi-
can voters in more than a dozen states 
head to the polls to pick their nominee.

British foreign policy, like that in 
much of Europe and many democracies 
beyond, is based on the presumption 
that the US in some sense always 
remains the same. Its presidents, its
policies, its wars of choice come and
go. But America upholds the principle
of international institutions even if it 
rails against some of them or funds 
them sporadically. It continues to pick 
up the giant’s share of the tab for Nato, 
above all.

Those assumptions are confounded if 
Donald Trump is elected again. His crit-
ics say that surely he would not win 
more support than in 2016, but Presi-

On China, it is hard to know how 
Trump’s impetuosity while in office (he 
imposed harsh tariffs on Chinese 
exports) would respond to rising ten-
sion on Taiwan. But that goes for others, 
too; the sole instinct which Republicans 
and Democrats seem to share is antago-
nism towards Beijing.

The former president’s stance on arti-
ficial intelligence is harder to discern. 
Rishi Sunak’s global AI summit in early 
November is intended to show UK lead-
ership on governance of the technology. 
That depends, however, on co-opera-
tion from the US, home to many of the 
tech giants. It is hard to deduce support 
for corporate regulation from Trump’s 
first term (or his fury at the legal cases 
against his companies).

But these are just awkward policies — 
and the UK has not found the current 
administration easy on that front either. 
Biden ordered the precipitate exit from 
Afghanistan which upended 20 years of 
British efforts in that country. The Infla-
tion Reduction Act, a subsidy of hun-
dreds of billions of dollars for green tech-
nology, has been drawn up with blithe 
disregard for the way it will suck invest-

dent Joe Biden’s stumbles, literal and
figurative, and the unpopularity of 
Kamala Harris as vice-president have 
left the Democrat vote vulnerable.

The UK’s spring statement of its for-
eign policy — the awkwardly named 
Integrated Review Refresh — discusses 
potential policy changes that might fol-
low the election, but does not do justice 
to the implications of Trump II. His poli-
cies would be disruptive enough, but 

many are shared by other presidential 
candidates. On Ukraine, Trump has 
talked of “ending the war to stop the kill-
ings” and Ron DeSantis, the next closest 
contender, has been sceptical of contin-
ued US support. The US has supplied 
more equipment to Ukraine than 
Europe combined; Kyiv would struggle 
to hold its own without Washington.

The ramifications for global 
institutions, law and order, 

and predictability of a 
world superpower are stark

A s incarnations of customer 
service go, the staff at a
Japanese department store 
take some topping. 

Pristine, polite and pro-
pelled through their day by an atomic 
engine of etiquette, these were the peo-
ple whose expertise and charm once 
redefined urban retail across the coun-
try. In the hands of their superlative 
salesforce, these stores were democra-
tisers of finery, and pioneers in the ped-
dling of luxury to an Asian middle class.

Now, in one of Japan’s most extraordi-
nary labour muscle-flexes in recent 
memory, department store staff at one 
of the country’s most famous names, 
Seibu, are breaking yet more new 
ground by going on strike for the first 
time in more than 60 years. Unset-

tlingly, perhaps, for the buy-Japan 
investment narrative, they are doing so 
in protest over the planned sale of their 
company to the US investment group 
Fortress, and, by extension, at the fram-
ing of Japan by some as a target-rich, 
endlessly dippable bargain bucket.

The rage of the retailers is real. Cus-
tomers hoping to visit the Seibu Sogo 
flagship in Tokyo’s Ikebukuro on August 
31, possibly for its autumn Journey of 
Beauty Maquia Fair, can forget it: the 
workers’ white gloves, silk scarves and 
pocket squares will be downed, and the 
mighty store plunged into darkness. 
The planned one-day stoppage, by 
around 900 workers in just one of the 
Sogo & Seibu chain’s 10 stores, may look 
puny in comparison with the global 
industrial actions this year by nurses, 
teachers, transport workers and even 
Hollywood screenwriters.

But it stands out for its rarity. At 
Japan’s peak bolshiness in 1974, when 
the country was gripped by an oil price-
driven cost of living crisis, there were 
5,197 strikes that lasted more than half a 
day. By 1993 there were 251. In 2022 
there were 33. That decline, in all its 

simply shrug and see the demise of 
department store jobs as inevitable. On 
the one hand, their company (and 
industry) is in abject decline as custom-
ers spend elsewhere: they were once the 
great innovators, but are now victims of 
innovation. 

But on the other, they now look 
almost certain to be bought by Fortress, 
whose presumably unsentimental plans 
to make money out of such a deal could 
quite rationally accelerate the closure of 
stores and the shedding of large num-
bers of staff. The fact that Japanese 
department stores tend to occupy 
hugely valuable tracts of city centre real 
estate does nothing to ease the workers’ 
worry that Fortress may simply see the 
whole purchase as a precursor to selling 
everything off for its land value.

The added element is that the sale
of Sogo & Seibu stores to a US invest-
ment firm has been largely forced
upon its current owner, 7&i Holdings,
by a US activist investor. ValueAct has, 
in an extended and highly confronta-
tional engagement with 7&i, piled
pressure on to the retail empire to shed 
the declining, non-core department 

starkness, demands its own analysis. 
For many workers in Japan, the past 
three decades have provided what 
might, in other eras or in other coun-
tries, have seemed ample ammunition 
for labour disputes. A bruising assault of 
restructurings, lay-offs, systemically 
enforced overwork, unpaid overtime 
and long stagnant wages might appear 
powerful propellants of industrial 

action. But they have largely failed to 
trigger the sort of collective anger or 
panic that would cancel trains or halt a 
production lines.

The Seibu department store workers’ 
decision to strike now has wider impli-
cations (in their view) for the direction 
Japan might be heading unless someone 
takes a stand. And a stand that needs
to overcome the risk that Japan might 

Seibu store workers’ 
protest has implications

 (in their view) for the 
country’s future direction
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worries over immigration and the loss of 
monetary autonomy that comes with 
joining the euro. But there does need to 
be realism in this approach, which 
avoids blaming every economic woe on 
Brexit when other issues such as Covid, 
the Ukraine conflict or a decade of 
under-investment are more relevant. In 
this case, Brexit is more like a comorbid-
ity, weakening the UK’s ability to rise 
above larger crises by slowing growth 
and business investment.

They must avoid repeating the mis-
take of the second referendum cam-
paign when an absolutist stance pre-
vented unity around a compromise. 
Incremental changes to make Brexit 
more bearable should not be sneered at 
but banked as wins, normalising the 
direction of closer ties.

Above all they need to learn from 
their opponents. Brexit was a 30-year 
campaign. Rejoiners are right to start 
the fight but in their impatience they 
need to recognise just how long and 
hard a journey it is likely to be.

robert.shrimsley@ft.com

US allies need to wake up to the Trump question

ment and manufacturing from US allies.
Dealing with Trump in the White 

House again would present problems on 
a different scale. In a second term, he 
would be a president who had denied 
the result of one election and rejected 
the legal process of being held to 
account for that. He would have an 
utterly different conception of Amer-
ica’s role in the world and the nature of 
its democracy at home, of the rule of law 
at home and abroad. And so would the 
US voters who elected him.

At that point, the US becomes, for its 
allies, a different country altogether. 
The implications for global institutions, 
for international law and order, for pre-
dictability of a world superpower are 
stark. That they are barely discussed in 
published foreign policy is perhaps 
because of concern about jeopardising 
current relationships. But the prospect 
of the US being led by a president who 
denies the principles of American 
democracy is likely enough that this is 
no longer a good excuse.

The writer is director of Chatham House, a 
think-tank

stores as a service to shareholder value.
Neither the planned sale to Fortress 

nor the pressure from ValueAct should 
come as any surprise. Activists have 
been clear for nearly a decade now that 
corporate Japan, with its excessive cash, 
its needlessly trapped value and its ever 
greater vulnerability to shareholder 
pressure, is a fabulous hunting ground. 
Even now, valuations are not pricing in 
an expectation that an activist might 
swoop at any time. Private equity, and 
investors like Fortress, hope to make 
enormous fortunes by pouncing at a 
time when the Japanese market is still 
underpricing the accessibility of those 
fortunes.

These two types of investor — for now 
mostly foreign — have long appeared to 
view Japan as a cheap buffet of opportu-
nities that Japan itself has opted to 
ignore. When those investors have 
feasted, they have rarely encountered 
much pushback from workers. 

It is striking, then, that the most eye-
catching defiance should come from the 
most professionally deferential.

leo.lewis@ft.com

Will a rare strike threaten the ‘buy Japan’ moment?

W e have all heard of the 
butterfly effect — where 
small things have non-
linear impacts on a 
complex system. That is 

happening right now in the UK market 
for closed-end investment funds, also 
known as investment companies. 

Should we care that the market for 
investment companies, which at the end 
of July had 377 companies and £267bn 
of assets, has in effect been closed by a 
regulatory desire for artificial tidiness? 
Many investors and investees are fum-
ing that they are now blocked from 
investing in the productive economy. 
The question for the UK Treasury and 
the regulator, the Financial Conduct 
Authority, is: why haven’t you stopped 
the butterfly from flapping its wings? 

The first stirrings of this effect were 
seen in the 2014 EU directive on pack-
aged retail and insurance-based invest-
ment products (PRIIPS), which included 
a requirement for retail investors in 
funds of funds to be given an “aggre-
gate” of the charges that would be taken 
from their investment. I was chair of the 
European parliament’s economic and 
monetary affairs committee at the time.

It was pointed out late in proceedings 
that UK investment companies were 
treated as funds (regulated in Britain as 
collective investments) and best 
exempted from the directive. This 
didn’t happen, but for a long time it 
didn’t matter because that part of the 
PRIIPS directive was not activated. 
While I was in the chair, attempts to rep-
licate the troublesome language in the 
EU’s Undertakings for the Collective 

Investment in Transferable Securities 
(Ucits) were beaten off.

Enter Brexit and the FCA’s desire to 
harmonise the different investment 
regimes and Investment Association 
guidance on cost disclosure. At this 
point, the butterfly effect extends into 
Ucits and the Markets in Financial 
Instruments Directive (Mifid). Invest-
ment companies became subject to a 
“synthetic cost” calculation under 
which their corporate costs were added 
to the fund managers ongoing charges — 
even though they had already been 
taken into account in the share price. 
Shares in ordinary trading companies 
with identical business models can be 
held in funds without any synthetic cost 
being included. This makes investment 
companies look expensive to hold, as if 
the costs have to be taken off again from 
the share price, which is misleading.

The other factor that has come into 
play, also as a result of historical excess 
charges, is the prevalence of cost caps. 
The inclusion of investment company 
synthetic charges causes these to be 
breached. And this has forced money 
managers to dump investment compa-
nies, despite their professional judg-
ment about their value to their clients. 

As a consequence, there have been no 
significant initial public offerings of 
investment companies since the guid-
ance started in January 2022 and fol-
low-on funding has dried up. And, 
though it originated in the PRIIPS direc-
tive, this is a British issue due to the way 
our investment companies are regu-
lated. Increasingly, large investment 
companies with internal management 
are shunning the IA’s guidance. Mean-
while, those companies with external 
authorised corporate directors are, by 
and large, being forced to comply. 

So what remains of the playing field is 
uneven. Unfortunately the hardest-hit 
sectors are productive and vital parts of 
the economy for which it is hard to raise 
funds or trade in other ways. Examples 
include the clean energy sector, real 
estate and private equity.

What, then, should be done? My view 
is the same as the one that the US takes 
with yield companies — they are compa-
nies and should be treated as such when 
it comes to corporate costs, just like the 
rest of the world. No one objects to 
transparency on fees — and they are a 
major focus for investment company 
non-executive directors. But there is no 
need for this confusion. We need to go 
back to the future before it’s too late.

The writer is a Liberal Democrat peer and 
former MEP 

UK investment 
companies hit
by regulatory 
butterfly effect

Many are fuming that 
they are now blocked 
from investing in the 
productive economy
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CROSSWORD

No 17,510 Set by PHSSTHPOK

  JOTTER PAD

ACROSS

 9 Game bird marvellous as starter (5,4)
 10 A grain or fruit (5)
 11 Could be either argon or radium in 
restaurants’ bottles (7)
 12 Warning of exploding grenade (2,5)
 13 Times are turning (3)
 14 Fools almost all neglect interests (11)
 17 Sound unstressed by selection of 
Bosch watercolours (5)
 18 Can I occupy Tennessee? (3)
 19 Mark bullets caught in mirror (5)
 21 To be safe, treated historic European 
Union expansion to capital of Denmark 
(11)
 23 Censor joke (3)
 25 Living in cargo pants (7)
 27 Time not right for presenter’s face (7)
 28 Rustling newspaper (5)
 29 Rise in transport adopting electric 
vehicle (9)

DOWN

 1 Tinker with spy and soldier’s spirit (6)
 2 Outlook software bug (8)
 3 Professor tied up libertine (10)
 4 Sounds made by deer? Not quite (4)
 5 Designs rude photos (10)
 6 Tooth fairy originally more than half 
angel (4)
 7 Laments brief periods holding 
funerary container (6)
 8 Submarine founders easily when 
casing removed (8)
 15 Mad person nearly crazy for shelling 
out 16 (10)
 16 Isaac married Adam in bizarre twist — 
nuts! (10)
 17 Drinks (including fortified wine, in 
brackets) (8)
 20 CGI meant altering drawing (8)
 22 Did moan sound camp? (6)
 24 Learns bias in grammar school (6)
 26 Register has A - D and F - Z? (4)
 27 Mixed fish pie finally eaten (4)

Solution 17,509

You can now solve our crosswords 
in the FT crossword app at  
ft.com/crosswordapp

A bank’s business model centres on the 
arbitrage between its funding costs and 
lending income. Borrow from 
customers at, say, 2 or 3 per cent and 
lend out at 5 or 6 per cent. Capture the 
spread as profit. 

US regulators believe that bank 
executives are too easily seduced by 
that simple calculus. The Federal 
Deposit Insurance Corporation has 
therefore proposed new rules. One 
requires that regional banks with more 
than $100bn of assets issue a minimum 
amount of long-term debt, equivalent 
to 6 per cent of risk-weighted assets.

The agency believes boosting these 
balance sheet liabilities — swapping 
flighty deposits for stickier debt 
securities — will reduce the risk of 
bank failures. It should also limit the 
watchdog’s costs for bailing out 
depositors. That was necessary earlier 
this year at Silicon Valley Bank, 
Signature Bank and First Republic. 

 The risk is one that market forces 
already police. With deposit capital 
electronically mobile, banks must pay 
up to attract it. Banks might as well pay 
a bit more to get the benefits of long-
term bonds. These are safe from 
redemption by smartphone or 
customers visiting branches.

According to analysts at Jefferies, the 
17 regional banks they cover have 
$216bn in long-term borrowings 
collectively. They would need to raise 
another $6bn of debt to meet the new 
requirements (several already have 
sufficient). The impact upon earnings 
per share would be just 1 per cent, 
netting out coupon payments against 
reinvestment of cash raised. 

An additional layer of debt capital 
would theoretically impose losses upon 
sophisticated private sector investors if 
the banks hit trouble. Yet in a deposit 
run as bad as the one that felled SVB, a 
layer of junior bonds would offer small 
protection. In that case, customers 
withdrew $42bn in a single day,

Deposit insurance is already funded 
by levies on banks. The relatively high 
cost of deposits should make the FDIC’s 
new rules more palatable for lenders.

FDIC: 
bond ballast

Superdry. Other problems were 
avoidable. Poor performance at the 
wholesale division drove a downgrade 
of full-year profit guidance in January. 
Superdry withdrew profit guidance 
completely three months later.

No doubt when results are published 
there will, again, be much talk of a 
turnaround. As well as £35mn-plus of 
cost savings, Superdry’s strategy is 
pinned on “inspiring” via its products, 
engaging with customers through 
social media and “leading” in 
sustainability. Most of these aims are 
common to all retailers. 

The IP asset sale could be replicated 
elsewhere. But Superdry needs to come 
up with a better solution than this or it 
will simply serve as a reminder that 
coolness is ephemeral and a proportion 
of retailers are doomed to obsolescence.

turnaround. Investors have been 
waiting for this since founder Julian 
Dunkerton’s dramatic return in 2019. 

Lex had hoped it would revive the 
fortunes of the brand. Instead, a brand 
famous for its decorative use of 
Japanese lettering has struggled to 
regain the cool factor. There have been 
several profit warnings and uncertainty 
over its future. Shares have fallen 
sharply. A company once worth £1.7bn 
is now capitalised at £54mn.

In May, Superdry raised more than 
£11mn via a share placing. This month 
it secured a £25mn loan facility from 
restructuring specialist Hilco at a 
punishing interest rate of 10.5 per cent, 
plus the Bank of England base rate for 
funds drawn down. For $50mn it also 
sold IP in some Asia-Pacific countries.

The cost of living crisis has hurt 

capital lingers. Fuller disclosure of 
what regulatory hoops the fund 
jumped through would be welcome. 

Sometimes there is smoke without fire. 
The suspension of Superdry’s shares 
yesterday due to delayed results is a 
problem that has afflicted other small 
companies this year. Corporates blame 
an audit profession made wary by its 
previous oversight failures. 

The UK fashion retailer plans to 
publish results before the end of the 
week. But the delay does nothing for 
battered confidence in a company that 
seems stuck in a never-ending 

Superdry: 
more kanji than can-do

The investment landscape is littered 
with once-trendy ideas that, in 
hindsight, look far less ingenious. 

Among their number is the Goldman 
Sachs China-US Industrial Cooperation 
Partnership Fund. This private equity 
unit was set up in 2017 to funnel cash 
from state-backed investor CIC into 
western assets. An FT report that the 
fund made five investments that were 
not disclosed publicly has raised fears 
about creeping Chinese influence. 

The co-operation fund’s active stance 
is at odds with changed geopolitics. 
One might assume the fund found slim 
pickings — or was quietly wound down. 
Not so, it transpires. 

Private equity dealings are hardly 
famed for fulsome disclosure. The fund 
is managed in compliance with all laws 
and regulations, Goldman says. The 
acquisition of UK-based LRQA, which 
owns a ringfenced cyber security 
group, apparently triggered foreign 
direct investment approval processes 
in six countries including the UK. 
Within this, CIC’s involvement would 
have been disclosed to London. 

It is unclear which framework the 
submission to UK authorities occurred 
under, though. The LRQA transaction 
occurred in 2021. The UK tightened the 
screws on Chinese investment via the 
National Security and Investment Act 
from January 2022. Before then, 
purchasers could seek deal guidance 
from officials. This was partly because 
the government gained the ability to 
review them retrospectively in 2022.

One reason why the LRQA deal may 
have avoided close scrutiny is that 
CIC’s involvement was relatively 
contained. The Goldman co-operation 
fund was only a minority investor.

Most of the money came from one of 
Goldman’s key private equity units. CIC 
does not have board representation or 
access to corporate information. 

Goldman wooed Beijing’s elite, as the 
UK government did. US-China tensions 
have ended that. But permanent 

Goldman/CIC:
China in your hands

Anil Wadhwani, Prudential’s new CEO, 
has promised to “do things differently”. 
He also says the UK-listed insurer will 
focus on Asia and on paying dividends. 

This hardly represents a break from 
the past: insurers tend to be yield 
stocks and Pru has long prioritised 
Asia. More usefully, he pledged 15-20 
per cent compound annual growth in 
new-business profit, a measure of 
predicted earnings from products sold, 
between 2022 and 2027. 

Hitting these numbers will require a 
concerted effort. Local rival AIA, which 
Pru contemplated buying in 2010, is a 
tough competitor. Wadhwani, who 
took control of Pru in February, got a 
credibility boost from strong first-half 
results. He has China to thank for a 3.6 
per cent rise in operating profits. 
Mainland Chinese travellers have 
returned to Hong Kong and some are 
buying insurance there. New-business 
profits rose 39 per cent to $1.5bn. 

At the current rate, Wadhwani’s 
targets look achievable. In Hong Kong, 
annualised premium equivalent sales, 
a key performance measure, rose more 
than four times to $1bn in the first half. 

Many mainland Chinese prefer Hong 
Kong’s health service. Prudential’s 
new-business profit growth in this 
segment has been brisk. Moreover, 
Chinese investors are using insurance 
to diversify assets.

But caution is warranted. This year’s 
jump in insurance sales reflects the end 
of pandemic-era travel restrictions. 
Meanwhile, Chinese wealth is slipping. 
Real estate values have dropped and 
the economy is slowing. 

There is another factor. Until a few 
years ago, Hong Kong did not impose 
capital controls. So mainland Chinese 
investors bought insurance policies to 
take money offshore. But Beijing has 
been stepping up capital account 
controls in the city since 2017.

AIA meanwhile has a sales edge. It 
received central government approval 
in 2020 to put mainland branches 
under the umbrella of a wholly owned 
local subsidiary. In contrast, Pru 
operates in mainland China via a 50 
per cent stake in a local joint venture. 

On a forward earnings basis, 
Prudential trades at a discount to AIA 
and has done for over a decade. Despite 
upbeat results, shares of Prudential are 

Prudential/AIA: 
Wadhwani, wannabe

down more than a quarter since a 
January high, a bigger decline than 
peer AIA over the same period.

Wadhwani will have his work cut out 
to beat his targets when the surge in 
post-lockdown business abates.

Twitter: @FTLex 

Wind energy offers clean, renewable 
power for decades to come. The catch 
is that it may not be profitable. 

That is what Danish windpower 
generator Ørsted told the market on 
Tuesday evening. Its US projects off 
the Atlantic coast will require 
impairment charges of up to 
DKr16bn ($2.3bn). The share price 
collapsed by a fifth yesterday. 

Ørsted has a bad habit of springing 
negative surprises, on everything 
from low wind speeds to power price 
hedging. That suggests there may be 
a foresight deficit in the C-suite.

This time, chief executive Mads 
Nipper blamed supplier delays 
(potentially costing DKr5bn), higher 
interest rates (DKr5bn) and lower 
than expected US investment tax 

credits (DKr6bn). This month he 
moaned about a lack of economic 
offshore wind projects. Despite 
moderating inflation, input costs for 
steel and copper remain about 40 per 
cent above those from 2019, says Citi.

At Ørsted’s investor day in June, 
Nipper anticipated receiving the full 40 
per cent investment tax credit on 
applicable US investments. This has 
been cut to 30 per cent. 

Perversely, the Inflation Reduction 
Act gets the rap for local content 
requirements. Yet the US Treasury had 
laid these out weeks before. 

Considering US wind projects will 
account for less than 15 per cent of 
Ørsted’s 205 gigawatts of total offshore 
capacity by 2030, these northeastern 
Atlantic projects have caused more 

than their share of headaches. By last 
year, Ørsted had already impaired its 
offshore New York Sunrise project by 
DKr2.5bn.

At what point might Ørsted give up 
on its US projects? Having acquired 
Deepwater Wind from DE Shaw in 
2018 for $510mn, it has already sunk 
a big bet. Ørsted has yet to give a final 
investment decision on its US sites. 

Much damage is already priced in. 
The worst-case scenario is that 
impairments account for under 7 per 
cent of market cap versus a drop of 
three times that on the day.

The share price has gone nowhere 
since late 2018. Renewable energy 
still has a great future. But investors 
should consider vehicles other than 
Ørsted, given its mis-steps.
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Ørsted: breeze blocks
Renewable-power companies have endured a tough year. Their share prices have trailed well behind those of 
European utilities. Ørsted has problems at its US offshore projects, which account for a seventh of its 
estimated 2030 capacity. Offshore wind now is more expensive than other renewable energy sources.
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