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Taiwan can still avoid the fate of Ukraine

GIDEON RACHMAN, PAGE 15

USA $2.50

Why is it so hard to build houses in England?

BIG READ, PAGE 13

Chilling effect
Aljobs cull on
Davos agenda

Apolice officer surveys the grounds at
the World Economic Forum in Davos,
Switzerland, yesterday.

the annual meeting of businessand
world leaders began, a poll of top dircc-
tors conducted by PwC found that a
quarter of global chief executives expect
generative artificial intelligence to lead
tojob cutsof atleast 5 per cent this year.

Industries led by media, entertain-
‘ment, banking and insurance were most
likely to predict job losses, while engi-
neering and construction groups were
least likely to be affected.

The findings, based on interviews
with 4,702 company chiefs in 105 coun-
tries, point to the impact Al models are
expected to have on economies —a topic
that will feature prominently at Davos.
Davos snow and climate change &

Al warning from CEOs page 2
FT View page 14
Sandrine Dixson-Decléve page 15
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Germany’s gloom deepens after worst
performance by big economy last year

MARTIN ARNOLD — FRANKFURT

German output shrank 0.3 per cent last
year as high inflation, rising interest
rates and elevated energy costs made
Europe’s largest economy one of the
world’s weakest according

toestimates released yesterday.

The decline of the German economy
exacerbates a gloomy start to the year
for the country, which has been hit by
nationwide train strikes over working
hours and disruptive protests by farm-
crsagainstcutsto fuelsubsidics.

‘Overall economic development fal-
tered in Germany in 2023 in an environ-
ment that continues to be marked by
‘multiplecrises;” said Ruth Brand, presi-
dent of the federal statistical office.

Briefing

» Shell under fire from
Amundi on climate goals
Europe’s largest asset manager
has been joined by 26 investors
demanding Shellimprove its
climate targets at its annual
meeting, the biggest shareholder
push on green policy yet faced by
the oil and gas group.— pace s

» Houthis strike cargo ship
Iran-backed Houthishave struck.
aUS-owned cargoship, thefirst
dircct assaulton acommercial
vesselsince Americanand British
forceslaunched strikesagainstthe
Yemeni rebelslastwoek.— pace 3

+ Kyiv downs spy plane
Ukrainehas said it hasshotdown
aRussian A-50 spy planeand
badly damaged asecond 1120
aircraftover the Sea of Azov
region, dealinga significant blow
toMoscowsair power.— PAGE2

» Taipei loses Pacifically
Pacificisland nation Nauruhas
switched recognition from Taipei
toBeijing, a sign ofrising Chinese
pressureafter Taiwan lected Lai
Ching-teasits new president.

— PAGE 4; GIDEON RACHMAN, PAGE 15

» Biden wins $97mn boost

The USpresident’scampaign has
raised more: lh3n597mmnthe

his poll numbers.— pace &

» Atos falls on cash fears
e Output decreases 0.3% & Rising rates and energy costs take toll @ Eurozone contraction likely Sharcsin the indcbied French IT
grouphave fallen asmuch as
16percentasit saiditexpectedits
il demic level Pantheon Growth is expected to pickupto  GermanGDPdeclined 0.3 percentin |  free cash flowtarget forthe yearto
after last year's contraction followed ics, said the risks to her forecast fora 0.6 per cent this year, according to the  the final three months of last year from | come in about €100mn below the
twoyears of growth and leftitup0.7per 0.1 per QECD, rter, when output stag- i — PAGES
cent from2019. economy in L'I|cﬁnalquaan'qf ]xmym one of the weakest large ccunmmcs nated, the statistical office said. But it
Coupled with separate data published  were“sqy Several added that because “the data basis of |  » Plagiarism battle builds
yesterday showing eurozone industrial  Germany was the worst i lashed spending  this estimate is less complete . . . there |  Hedge fund boss Bill Ackman has
had fallen for the thirdcon-  big economy in the world last year, plans to tackle a €60bn hole in its isahigher degree ofuncertainty”. threatened legal action against
secutive month in November, econo-  according to the IMF, which recently  budget left by aconstitutional courtrul-  Retail sales, exports and industrial | Germany’s AxelSpringerandits
‘mists said the German figures pointed ~ forecast that advanced ingagainstoff- production al felllast year. Houscholds | US-based Business Insidernews
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The office said gross domestic prod-

Mid-air blowout throws
Boeing chief off course

The likelihood that a manufacturing
error led to the blowout of a section of
737 Max 9 fuselage on an Alaska
Airiines flight has spelt fresh erisis for
Boeing’s reputation. Dave Calhoun
took over as chief executive in 2020

Maldives orders Indian troops out by
March as islands draw closer to China

JOMN REED — NEW DELHI

The Maldives has given India until mid-
i i the

dives and operatestwo helicopters, used
in part for medical evacuations, inaddi-
tion to operating radar

largest source of visitors in 2023.
T]u:: Maldivian deputy minisers

archipelago nation as its new pro-
China president draws closer to Beijing.

The notice follows a five-day visit by
Mohamed Muizzu to China on his first
foreign trip since taking office. Muizzu
won last year’s election after campaign-
ingon an “IndiaOut” platform.

Indian and Maldivian officials held
talks in the capital Male on Sunday in
which “bothsides expressed willngness

dto

vowing to
e i r ]
crew. Now, as safety reguiators probe
the latest incident, Calhoun

pe:

fast-track mili-

Muizzu’s call for withd: l comes

mc]lldlng calling him a o '[‘he

against a backdrop of tensions between
New Delhi and Beijing over their dis-
puted border and respective influence

Online supporters of the Indian leader
called for a boycott of Maldivian tour-
ism. EaseMyTrip, an online booking

inIndia’s backyard. Onli
has become heated, with Prime Minis-
ter Narendra Modi posting pictures of
‘himself strolling on beaches in India’s

Lakshadweep islands, off Kerala.
In a post on X, the Indian leader
desmbed 1 Lakshadweep as "mesmeris-
lared: “For those who wish

tary personnel’, the Maldives ministry

and that of his feam are on the line.
Factories opened » PAGES
Quality pledges » pacE7

of

Ahmed Nazim, policy dircctor at
Muizzu's office, said the president
wanted Indian troopstoleave by March
15. India has about 75 troops in the Mal-

to embmce the adventurer in them,
Lakshadweep hasto be on your list?
The post angered some in thc Mal-

platform,
bookings to the Maldives under the slo-
gan “Nation First, Business Later”.

Muizzu said at the weekend that no
country had “the licence to bully us”,
‘without mentionis

Sushant Singh, a senior fellow at the
Centre for Policy Rescarch, a think-
tank, said the furore had not changed
the strategic calculations in Male.
“Chinahas beendrawn in and could end

dives, who saw Modi’s i as
an attempt to divert visitors to Laks-
hadweep. India was the Maldives’

P
India’sstrategicbackyard,” Singh said.
AsiaOutlook page 14
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Tech revolution

Bosses warn Al will lead to job cuts this year

Media and banks among
sectors expected to be hit
hardest, survey reveals
SAM FLEMING — DAVOS

A quarter of global chicf exccutives
expect the of generative

World Economic Forum. Engineering
and construction were least likely to
expect cuts in headcount from automa-
tion, alongside technology companies.
Some 46 per cent of those surveyed
said they expected generative Al — sys-

reinstalled chief of OpenAl, and Satya

iing to depl tive Alin the

bout cyber sccurity and

Nadella of Microsoft are among those
slated to attend the discussions in the
Swiss resort. While many economists
say they expect Al to lead to productiv-
ity gains as it becomes more pervasive,

coming months, the survey showed,
after 32 per cent reported they had
adopted it across their company in the
past year. Some 58 per cent said they
expected it to improve the quality of

tems 3
images and code in seconds — to boost
in the next 12 months. But

artificial intelligence to lead to head-
count reductions of at least 5 per cent
this year, says a survey unveiled as
world and business leaders gather in
Davos, Switzerland.

Industries led by media and enter-
tainment, banking, insurance and logis-
tics were mostlikely to predict joblosses
because of cutting-edge Al tools,
according to the poll of top directors
conducted by PwC ahead of this week’s

47 per cent said the technology would
deliverlittleorno, :
The findings, based on interviews

The PwC survey showed that a rising
share of exccutives see strengthening
economic growth in 2024 but at the
same time are exercised by the need to
respond to developments, including

e T, ——

their ervices in the next 12
monﬂls, while 69 per cent said their
employees would need to learn new

i ive AL

thes sprrnd of disinformation.
Inthe shorter term, the study pointed
to receding anxiety about the broader
economic outlook, with less than a
quarter of directors reporting their firm
was “highly/extremely” exposed to the
threat of inflation, a steep drop from last
Year’s40 percent reading.
the chair of the world’s

Last year Goldman Sachs predicted
that l‘_h! latast breakth: hs in AT

banking watchdog warned that global
leaders needed ted response

with 4,702 105 countries,
point to the far-reaching impacts pow-
erful Al models are expected to have on.
economies and societies, a topic that
will feature prominently at the annual
‘meetings in Switzerland.

Executives at the forefront of Al
including Sam Altman, the recently

con ion of a quar-

“As business leaders are becoming
Iess concerned about macrocconomic
challenges, they are becoming more
focused on the disruptive forces within
theirindustries,” said Bob Moritz, global
chairof PwC.

A growing number of exccutives are

ter n[thcwnrkdnn: intheUSand curo-

l’ablo Hcmanrlrz de Cos, w}m chairs

zone, while sparking a
boom that will eventually lift annual
gross domestic product around the

the Basel
vision, said AI “could change the course

Ukraine war

Kyiv shoots
down spy
plane in blow
to Russia’s
air power

CHRISTOPHER MILLER — KYIV
ANASTASIA STOGNEI — RIGA

Ukraine saysit has shot downa Russian
spy plane and badly damaged a second
over the Sea of Azov region, dealing a
blowto Moscow’s air power.

Kyrylo Budanov, \]mln{schmfafmlh

of history, not

Heurged i

world by 7 pe
When it comes to risks from AL the

tion as a blueprint for tackling issues
hias Alund climatoch

tary i forces
‘managed to destroy the Russian A-50
and damage the [122. *The A-50 was

PwC survey showed were

ded?” he said yes-
terday. “The 1122 was badly damaged
but, forus, itmanaged to

Rising average temperatures
in the Alps lead to concerns

over summer water supplies

ATTRACTA MOONEY AND.
STEVEN BERNARD

Better ski conditions greet attendees at
the World Economic Forum at Davos
this week thanks to recent heavy snow-
falls at the high-altitude resort, where
climate change ranks after security,
rovwth and artificial intelligence among
the

Europe. Climate change

Davos opens in heavy snow but trend is downhill

‘While the town had about 80cm of
snow at the bottom ski lift on Friday
compared with 55cm on average for Jan-
uary, Davos-based climate scientist
Christoph Marty, at the WSL Institute of
Snow and Avalanche Research, said at
ski towns just a few kilometres away it
wasadifferent story.

“We have above-average snow in
Davos but if you go 12km lower down,
you have below average [snow cover-
age]. It shows how vulnerable the snow-
packistotemperature [rise].” he said.

Switzerland, like other alpine areas
around the world, is dealing with rising
temperatures linked to climate change.
Average temperatures in the Alps have
risen by almost 2C from pre-industrial
levels, the Research Center for Alpine
Ecosystems estimates.

Thisis higher than the long-term glo-
bal average of at least 1.1C, with the rise
amplificd in mountain regions as
warmth leads to shrink

Tunnel vision: a
Davos attendee

covered by
aninflatable
yesterday

ered with ice and snow that reflect the
sun's rays. The dark rock and later vege-
tation absorbs the sun’s heat and con-

tributesto even more melting.
Following a wet start to winter, snow
conditions in Europe at higher eleva-
tions have been more favourable in the
past week after an Arctic blast brought
fresh snow. However, at lower altitudes
in Italy, France and Switzerland, it
5 ipitationis fall-

dling the 20022003 to 2004-2005 sea-
sons with the 2020-2021 to 2022-2023
seasons, according to Financial Times
analysis of National Snow and Ice Data
Center data. The data shows snow cover
has fallen significantly across much of
central and eastern Europe in particu-
lax. In the Alpine region, the average

[ Snowfall cover across Europe has declined over the past 20 years |
% point change in snow cover (2020-21 to 2022-23 compared with 2002-03

10 2004-05)

| — |
-40 ¢=Lesssnow 0 More snow— 40

According to a study published in
Nature last year, the number of snow
days in the Alps has fallen more in the
past 20 years thaninthe previous 600.
Marco Carrer, a professor at the Uni-
versity of Padova in Italy and an author
of the research, said the study used
growthringson juniper bushestoreveal
]

declinein 3 per-
centage points.

coverover
centuries.
The intervals of the rings show the

Snow cover has declined in recent years
% of snow cover across Europe, five-year rolling average®

duration of the

in the Alps is 36 days shorter than the

long-term mean. The research found
ar was

38

ingasrain.

Halfan hour’s drive from Davos atthe
village of Kitblis — altitude 815 metres
versus Davos at 1560m — Marty said the
snow depth this season was Scm com-
pared with the long-term average of
16cm.

Overall snow cover in Switzerland has
fallen almost 8 percentage points when
comparing three-year averages strad-
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“more or less stable”, he said.

However, since the 1900s, this had
changed dramatically, particularly over
the pasttwo decades. The decline in per-
sistent snow days was entirely related to
climate change, he said.

‘Even on days with heavy snowfall, the
lack of permanence was a problem.

“As the temperature is warming the
snow is melting faster. There isan abso-
lute connection with climate change.”
Carrer said.

»
Lreng,
wases

" sPAIN

FRANCE

* Three-year averages of November fo May ski season
‘Source: T analysis of Natlonal Snow and lce Dafa Cénter data

‘As the
temperature
is warming
thesnow is
melting
faster.
Thereisan
absolute
connection
with climate
change’
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For the many who relied on alpine
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snow

{ Russia

POLAND ‘L o

those
areas at risk of droughts and water
shortages, he said.

The most recent study in Nature this
‘month found that human-induced glo-
bal warming had caused declines in
northern hemisphere snowpack in
spring over the 19812020 period,
includingin areas where snow was cru-
cm.lim'mkr supplies.

summer, the fall-off in snow coverage

‘make an emergency landing in Anapa [a
Russian town on the Black Sea coast].”

Earlier yesterday Ukraine’s com-
‘mander-in-chief of the armed forces,
Valeriy Zaluzhny, wrote on Telegram
that “soldiers of the Air Force of the
Armed Forces of Ukraine destroyed the
enemy A-50 long-range radar detection
aircraft and the 11-22 airborne com-
‘mand post of the enemy”.

He shared a clip from a radar screen
that appeared to show the planes disap-
pearingover the sca and thanked theair
force for “the excellently planned and
conducted operation in Azov region”
lateon Sunday.

‘The strikes on the two command and
control aircraft represent a boost to
Ukraine’s counteroffensive nearly two
years since Russia launchedtsinvasion.
The sophisticated surveillance planes
are key to Russia’s co-ordination of
ground operations.

“There are just eight A-50s in good
condition,” Budanov said, adding that
the aircraft’s destruction would proba-
by affect Russia’ ability to operate and
communicate in the conflict zone
“around the clocl”.

Mykola Oleshchuk, Ukraine’s air
force commander, confirmed the
attacks, writing on Telegram: “This is
for Dnipro! Burn in hell, you bastards!”
referring to recent Russian air strikeson
thesouth-eastern city.

Ukrainian defence sources said the
A-50, an airborne early warning and
control jet, was shot down shortly after
take-off near Kyrylivka, a coastal town
on the northern Azov coastin the occu-
picd region of Zaporizhzhia, at 9.10pm
Tocal time. Around the same time, the
11-22 airborne command post was
struckand dam:

The Sea of Azov, which is situated
north of the annexed peninsula of Cri-
mea and the Black Sea, lies between
Ukraine and Russia but is completely
controlled by the latter since the war

et e gy
vwasused osrike the plancs and it hss

k in spe

roduced air defence

irriga-

tion water but this can be affected by
carly melts.

The naturally occurring EI Nifio

last

ible of the attack. But since
it received US-made Patriot air defence
systems last year, Ukraine has waged a
‘more effective campaign against Rus-

year and contributes to warming of the
Pacific Ocean, can also affect European
snowfall, potentially leading to a colder,
snowierwinter.

tho has been studying D:

There was no immedial
from Russia’s defence mi
Kremlin had “no information” anuut
Russlaj\ President Vladimir Putin’s
Drmitry Peskovsaid.

snow for two decades, said despite the
higher altitude, the alpine town had
experienced some “snow-poor winters”
in recent years, including a Christmas
where the town and valley were “not

See The FT View and Opinion

The Soviet-designed and produced
A-50 is a four-cngine, jet-propelled
plane that can carry a crew of 15. The
four-engine propeller-powered llyushin
11-22 carries 10 crew and helps to co-
ordinateground operations.

Additional reporting by Max Seddon

Production surge

Petrochemical glut makes new plastic cheaper than recycled

MADELEINE SPEED AND
LUKANYO MNYANDA — LONDON

while global demand grew only about
14mn tonnes. Ethylene is produced

Asteepi in pro-
duction in Chinaand the US hasled toa
global oversupply of industrial chemi-
cals used in plastics, sending the price
of new material so low that its recycled
alternative has become uneconomical.

China was responsible for 60 per cent of
petrochemical capacity increases in
2023, according to new figures from S&P.
Clobal. Production has also surged in
the US on the back of the shale gas

255T; USPS number,
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boom, leadingtoalevel ofoversupply of
‘materials such as polyethylene not scen
sincethe1980s.
The glut of virgin plastic presents a
all, sty 4

natural gas and is a feedstock for the
most widely used plastic, polyethylene.

an attempt to reduce their carbon foot-
prints and plastic waste.

‘Walt Hart, lead chenuca]s researcher
at S&P, said ethylene use rates, the
amount converted to new materials

lastic, had fallen to their lowest

pressure on European and Asian pro-
ducers facing higher production costs
than competitors in North Americaand
the Middle East, which benefit from
their access to low-cost ethane feed-
the [EA.

The oversupply has left the sector
operating well below with
global utilisation rates dropping from
about 90 per cent in 2019 to below

level in four f“a gross
overbuild” of production capacity and
slower cconomic growth during and

82 per cent last year as pri
In the US, spot prices for virgin high-
density polyethylene, a common plastic
used in products such as shampoo bot-
& from

Hart said ] closures of

The decline in Europe’s petrochemi-
cal industry has been exacerbated by
‘surging prices after Russian export cuts
pushed up input costs. In 2022 Europe

uncompetitive assets and cancellation
uf some unneeded projects are neces-

$1,674 a tonne in 20210 $943 in 2023,
according to

The petrochemical glut has piled
pressure on recycled plastic manufac-
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their reliance on single-use plastics in
the face of stricter regulation and gov-
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rnm plastic waste
pollution.

“Petrochemical overcapacity and the
resulting lower prices for virgin mate-
rial make life harder for producers of
recycled plastics,” said Ciardn Healy, at
the International Energy Agency.

Ethylene capacity rose nearly 42mn
tonnes last year compared with 2019,

turers, which
with far cheaper virgin materials.
According to S&P, the price of recycled
HDPE prices has fallen dramatically
from highs of $2,954 a tonne but, at
$1,631 a tonne, remains considerably
‘more costly than its virgin counterpart.
Before 2019, recycled plastic used to
be cheaper than virgin products. But
demand for the material rocketed as
consumer goods companies set targets
to cut their reliance on virgin plastics in

R

Clullcngc cumpame! = lmnglo

14 per cent of global plas-
tics, falling from 2 20 per cent share in
2012, according to trade group Plastics
Furope. China's share of 32 per cent has
grown from 23 per cent in the period.

China’s new capacity has also piled
pressure on its former suppliers, as the
country used to be a major importer of
polymers and synthetic fibres. The IEA
said shipments of petrochemical prod-
ucts to China from the Middle Eastand
other parts of Asia had fallen 30 per cent
inthe firstnine months of 2023.

But leading oil producers including,
Saudi Arabia, are betting petrochemical
demand will continue to rise even if
demand for petrol-driven vrluclcs fal-
ters, and it isinvesting in Chinese petro-
chemical capacity to secure export

reduce ngl
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US and UK air strikes seek to draw
sting from Houthis’ Red Sea attacks

Battle-hardened Islamists unlikely to be cowed by allies but experts say group has vulnerabilities

JOHN PAUL RATHBONE — LONDON

TheUS and UK had for weeks warned of
retribution against the Houthi rebels
‘menacing a vital maritime trade route.
Last Thursday, under cover of darkness,
their responsearrived.

The US Navy fired dozens of Toma-
hawk cruise missiles towards Yemen
from its destroyers and submarines
around the Red Sea, while British jets
launched laser-guided Paveway bombs.
at what the UK said were carefully
selected targets. In the early hours of
Saturday, the US launched a second
bombingraid.

The strikes came after more than two
dozen attacks by the Iran-backed group
against commercial and military vessels
in the Red Sea — a global trade corridor
now shunned by much of the world’s
commercial shippingfleet —in response
toIsracl’s war against Hamas in Gaza.

The main questions now are whether
the action will stop the Houthis from
continuing to attack shipping, and what.
‘might be the coalition's response if the
initiative fails. Many doubt whether the
battle-hardened Islamists, who have
weathered two decades of brutal fight-
ing and almost 10 years of bombing by a
Saudi-led coalition, will be cowed by the
USand UK action. A missile fired ata US
‘military vesselin the Red Sea on Sunday
wasshot down, the US said.

“In many ways there was no alterna-
tive to launchingthe strike: the Houthis
couldn’t be allowed to continue until a
‘major shipwas hit. Inaction would have
beenworse,” said Peter Ricketts, former
UK national security adviser.

“The calculation seems to have been
tolaunch a big enough strike to change
the Houthis’ behaviour, if not overnight,
atleast sothat they slowdown.”

Thercisaregional precedent for abig

iour. In 2018 the

US, UK and France launched more than
100 aircraft and ship-based missiles
against Syrian government sites in
reprisal for chemical attacks against
civilians in the country’s civil war. The
strikes did notend the fighting but ana-
Iysts said they helped to damp it and
reducethe frequency of chemical use.

The move against the Houthis was
“similarly measured and calculated:
careful around minimising risk of esca-
lation but balanced with a lot of power
to show intent”, said Sam Cranny-
Evans, an associate fellow at the Royal
United Services Institute in London.

Coalition forces in total fired 150 pre-
cision-guided munitions at more than
60 Houthi military installations and
missile launch sites in the rebel-held
north of the country. Civilian casualties,
given the size of the missile strikes, were
reportedly low. US military officials said
they were still completing battle dam-
age assessments.

The Houthi response has been defi-
ant. The group’s military spokesman,
General Yahya Saree, said in a recorded
address on Friday the strikes, which he
said had killed five peaple, would “not
gounanswered orunpunished”.

In Saada, their stronghold in north-
west Yemen, hundreds of people gath-
ered for a rally on Friday to denounce
the USand Israel, while thousands more
gathered in a separate rally in the capi-
tal, Sana’a. The militant group, which
comes from Yemen's rugged, mountain-

Defiant: Houthi  ous northern Saada province, canmus-  incredibly hard to politically defeator Ty
ter about 35,000 uniformed troops,  militarily destroyadecply rooted, capa- .

protest agamst according to: ble and resilient non-state actorsuchas ~ Calculation

Tast weel’s US Tis capabilities were shownina Sep-  the Houthis. Itenjoys popularsupport, — seemns (o

andUKattacks  tember miliary parade a regionally”

w i The F anearnine-year have been
anti-shipmissiles. Like Hamas, another  war against a Saudi-led coalition that 10 |aunch a
member of the Iran-backed Axis of intervencdin Yemencivilconflictafter
Resistance, it hides military assets and  the Houthis ousted the Yemeni govern-  Dig enough
fighters in civilian areas. ment Duringthat time, abetted byIran,  ggrilce to

BilalY Saab, an associate fellowatthe they have expanded their operations,
Chatham House think-tank in London, ~ graduating in just two years from  change the
questioned to what extent the coalition  launching unguided Katyusha rockets o this’
strikes would alter the rebel group's  against targets 20 miles away in 2014 to 5
behaviour. “The Houthis have survived  launching medium range ballisticmis-  Dehaviour,
a Saudi-led Arab coalition bombing silesatRiyadh 600milesawayby2016. ¢
campaign for years. Limited anacls by Evcn so, ans.lysts stress that the .
the no Theylack ~ Overnight,
‘matter how painful or surgical, will not ~ advanced mtzl].\gence and surveillance
vor e y ands . atleast so
crush [the] organisation,” he said. “Its  tools to provide targeting information
for long-range, anti-ship systems, for  that they
Houthl targets struck j, whichtheylargely rely onlran. slow down’
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They are sensitive about certain tar-
gets, such as their leaders, drone and
‘missile storage sites, and irreplaceable
helicopters and fixed-wing aircraft,
according to Michacl Knights of the
Washington Institute for Near East Pol-
icy, inarecent repor

Ifthe Hnudns continue toattack Red
Sea shipping and military vesselsin the
region, analysts say the hope among
coalition partnersis that continued sur-
gical strikes combined with diplomatic
efforts, especially with Iran, will help
restore freedom of navigation.

On the diplomatic front, “the ques-
tion is whether [Iran] has enough clout
with the Houthis to stop them from

ore attacks

Middle East

Rebels hit
US-owned
cargo ship as
more vessels
look to divert

ROBERT WRIGHT, ANDREW ENGLAND
AND SHOTARG TANI — LONDON
Iran-backed Houthis struck a US-
owned cargo ship yesterday, the first
direct assault on a commercial vessel
since American and British forces
launched multiple strikes against the
Yemenirebelslast week.

The missile attack on the Gibraltar
Eagle in the Gulf of Aden will increase
concerns about the safety of ships sail-
ing through Middle East waterways
evenasthe USseeks to deter the Houthi
rebelsthrough military action.

The Houthis have already severely
disrupted maritime trade through the
Red Sea after carrying out about 30
attacks on commercial vessels since

November. The US and UK retaliated on
Friday by launching a barrage of mis-
siles and bombs targeting the
Houthis’ drone, missile, radar and air
surveillance capabilities in Yemen.

American forces launched a second
raid on Saturday. But the Houthis
vowed to respond aggressively and to
continue targeting ships, which the
group says is in response to Israel’s
offensive against Hamas, the Palestin-
ianmilitant movement, in Gaza.

The US military said the Houthis fired
an anti-ship ballistic missile at Gibraltar
Eagle, which is owned by Connecticut-
based Eagle Bulk Shipping, at 4pm local
time. The ship, which is carrying steel
products, reported no serious damage.

But the attack marked the firsttimea
ship has been hit by a missile in the Gulf
of Aden rather than the Red Sea, the far
narrower waterway. Two hours earlier,
US forces detected another anti-ship
‘missile fired towards shipping lanes in
the Red Sea, where the Houthis have

mercial shipping”, Saab said. “That
remainsan open question but Washing-
ton will never know until it tests that
proposition.”

As for future military action, the US
has large numbers of Tomahawk land-
amk mlssl.les abaaxd its ships and sub-

well an aircraft

Eagle Bulk Shipping, which is listed
on the US Nasdag exchange, said the
vesscl had been hit by an “unidentified
projectile” while approximately 100
miles offshore in the Gulf of Aden,
whichseparates Yemen and Somalia.

“As aresult of the impact the vessel

uffered I

carrier laden with jet fighters. French
frigate Languedoc, which has already
shot down Houthi drones, carries land-
attack missiles.

Yet the main UK warship in the Red
Sea, HMS Diamond, has no land-attack
‘missiles. Any land strikes by British jets
would therefore have to be carried out
by Typhoon fighter jets flying thou-
sands of miles from the RAF air base in
Cyprus. This, analysts say, would be of
little use against the majority of Houthi
rocket launchers that are highly mobile

and could “shoot and scoot” into hiding

itish attack jets arrive.

but is stable and is h:admgtmt of the
area,” the company

‘The frequency of the attacks on ship-

ping has caused many commercial ves-
sels to avoid the Red Sea, which
accounts for about 15 per cent of global
seaborne trade, and instead take a far
Tongerroute around Africa.

‘The disruption to maritime trade has
raised concerns that it will filter through
toenergy pricesandinflation.

However, dry bulk carriers like the
Gibraltar Eagle have mostly continued
to transit through the Red Sea. Tankers

Another factor potentially workingin

tothe coa-

divertedless than other vessel types.
But i that

lition naval forces of sustaining their
presence in the region. “Both the US
Navy and the UK Royal Navy will be
hard-pressed to maintain their current
commitment indefinitely and their
ships are spread quite thin asit is;” said

porting LNG are starting to avoid the
Red Sea and Sucz Canal. LNG carrier
arrivals at the mouth of the Red Sea
were down by around 47 per cent in
early January. And yesterday three ves-
sels carrying LNG for Qatar’s state-

Nick Chi

owned Q: due to enter the
Red Se: ircled

“How long such a mission can be sus-
tained will depend on how many other
governments and navies are ready to

Flex LNG, operator of the Flex Volun-
teer, an LNG carrier due to sail through
theaffcctedarea, sad yesterday the ves-
sel’s chart dered it to divert

Additional reporting by Felicia Schwartz

via the Cape of Good Hope.

October 7 tribute

Israeli footballer held in Turkey repatriated

ADAM SAMSON — ANKARA
JAMES SHOTTER — JERUSALEM

“executivearm” of Hamas, and foreign
‘minister lsxacl KxLz c]mlmng it had
become a’

An Isracli f¢ detained
in Turkey after paying tribute to the
victims of the October 7 attack duringa

", and call-
ingon miernaumml sporting organisa-
tions to punish Ankara.

Israel's foreign id th:

that inflamed tensions between thetwo
countries.

Sagiv Jehezkel, a forward for the Antal-
yaspor team, was taken into custody
and suspended by his Turkish clubafter
the incident on Sunday, when he
pointed to his wrist strappingon whicha
Star of David as well as “100 days” and
710" had been written after he scored
ina Turkish Stiper Ligmatch.

The display was widely seen as a refer-
ence to the hostages still being held by
Hamas in Gaza 100 days after the mili-
Lam.gmllpsassall.lt on the Jewish state.

Jehezkel, 28, had been released from
detention and would return to Israel
yesterday. Turkish state media later

‘I am not a pro-war person.
The pointIwanted to
draw attention to was

the end of the war’

said he had returned to his country by

private plane.
Jehezkel, whojoined last

been excluded from the team and that
the club was working to end his con-
tract. The incident will exacerbate
strains between Turkey and Israel,
which had sought to mend relations
before October 7.

Turkish President Recep Tayyip
Erdogtan has repeatedly claimed that
Israel has committed “genocide” in
Gaza, and compared Isracli Prime Min-
ister Benjamin Netanyahu to Adolf Hit-
ler. Ankara has also accused Israel of
spyingon its territory.

Netanyah ‘hil

Israel

Police describe car rammings as ‘terror attack’

JAMES SHOTTER — JERUSALEM

One person was killed and at least 13

705 had died from her wounds, citing
the Meir Hospital at nearby Kfar Saba.
The it i

Thewar, which began when the Pales-
tinian militant group stormed into

injured in suspected car- in
the city of Ra'anana in central Isracl
yesterday, which police described asa
“terror attack™.

A police spokesman said a Palestinian
man from the city of Hebron in the
occupied West Bank was “belicved to
have stolen multiple vehicles and used
them o runover a number of civilians”.

Both he, and a second man whom

police described asa relative of the first,

Turkey’s support of Hamas and itstreat-

havcbccnanrsud and the case will be

ment of Kurdish
Erdofian was the “last person who can
preach morality tous’

aying bylocal police in co-ope:
tion with the Shin Bet internal security
agency.
“Iti i be amulti-

Jeheakel is not the f
face o rlatod to the

yeashas protstedbis nnocencr. [ did

ug:quun “nto Jehezkel for “the crime of
publicly inciting public hatred and hos-
Li].ity due to his ugly action supporting
the massacre committed by Isracl in
Gaza’, Turkish justice minister Yilmaz.
Tungwrotc onsocial media platform X.
The detention drew an angry reaction
from Isracl, with defence minister Yoav

provoke
:my\mc. Tam not a pro-war person,” he
said, accordingtoastatement carried by
local media. He adrled- “The pnmt [
wanted

war in Gaza. Youcef Atal, an Algerian
who plays for Nice in France, was this
month handed an cight-month sus-
pended sentence by a French court for
inciting religious hatred in a social

stage event in which the suspects
switched between three vehicles,” the
police said in astatement.

Israel’s Magen David Adom para-
‘medic service said its staff treated 18
casualties, one of whom was in a critical
and two who were in a

ofthewar”
His club had accused their player of
acting “against the national values of
our country”, with the state Anadolu
kel had

Gallant accusing Turkey of

Football is widely followed in Turkey
and actions on the pitch carry broader

political

"scrimls condition with head and limb
injuries”

had suffered

Additional reporting by Funja Giller in
Ankara

stabbing injuries. Isracli media subse-
quently reported that a woman in her

for comment.
‘The attack took place amid height-
ened tensions over Isracl’s three-

Israel from Tast year,
isalready the bloodiest round of fighting
in the Israeli-Palestinian conflict since
the war that accompanied the Jewish

inGaza.
Hamas said the suspected rammings
were a “natural response to the occupa-

tion’s massacres and its continued
aggression against our Palestinian peo-
ple” but stopped short of claiming
responsibility.

Aftermath: Isracli police inspect a
damaged car in Ra'anana yesterday

1948,

Hamas militants killed around 1,200
people and took a further 240 hostage
during the October 7 attack, according.
tolsraeliofficials.

Israel’s retaliatory assault on Gaza has
Killed more than 24,000 people, accord-
ingto Palestinian officials, aswellas dis-
placing 1.9mn of the territory’s 2.3mn
inhabitants and rendering huge swaths
of the territory uninhabitable.

The heads of three UN agencies said
yesterday that a “fundamental step-
change” in the flow of humanitarian aid
was “urgently needed”, warning that
there was a growing risk of famine in
Gaza.

“Without the ability to produce or
import food, the entire population of
Gaza relies on aid to survive,” the agen-
cies said, warning that the quantities of
aid being delivered “fall far short of
whatis needed to prevent a deadly com-
bination of hunger, malnutrition, and
disease”.
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Relations switch

Pacific nation drops Taipei ties for Beijing

Island state Nauru shifis
diplomatic alliance as
Chinese pressure mounts

KATHRIN HILLE — TAIPEI
JOE LEAHY — BELIING

‘Taiwan haslost one of its few diplomatic
allies after Nauru switched recognition
to Beijing, a sign of increasing Chinese
pressure on the country after it elected
Lai Cllmg teasits new president.

China's foreign ministry said Beijing

confidence in the democracy and free-
dom we should be proud of. That

“appreciates and welcomes” Naurv’s
switch of diy i it

Taipei called the shift a malicious
attack by China, which claims Taiwan as
part of its territory and has sought to
isolate it internationally. Taiwan's for-
cign ministry said Nauru, which began
talks with China on formal ties last year,
tried to extract *huge” financial aid
from Taipei by comparing its aid with

‘munist totalitarianism.”
Nauru’s change of ties reduced the
number of countries that recognise Tai-
just12

support Taiwan, decpen Taiwan-US
'mutually beneficial co-operation in vari-
ous arcas and safeguard regional peace
and prosperity together with its demo-
cratic partners” Lai said on meeting the
e A E R

The announcement also came as an
unofficial US delegation held talks with
Laiand other political leaders in Taipei.
The delegation included former

China “particularly chose to put this

twudaysaﬁeral from the ruling Dem-

completed our democratic elections”,

Beijing as a dangerous separatist, won
the presidential election.

said Tien Chung-kwang, Taiwan’s dep-
uty foreign minister. “Their motive isto
deal a blow to the Taiwanese people’s

adviser Had-

ley, former \‘l:puty secretary of state

James Steinberg and Laura Rosen-

berger, chair of the American Institute

lnTaman,Wasllulgwnsqm] embassy
inTaipei

“I hope the US will continue to

Poaching Taiwan’s \‘hplamauc a]]:rs is
a tactic China has used extensively
against outgoing president Tsai Ing-wen
and former president Chen Shui-bian,
both from the DPP, which Beijing
detests because the party refuses to
define Taiwan as part of China.

Last year Honduras cut ties with Tai-
wan in favour of China, following other
countries including Nicaragua, ESalva-
dor and Panama. Taipei retained the

allegiance of Paraguay, where relations
with the island had become an election
issue.

Shi Yinhong, an international rela-
tions professor at Renmin University in
Beijing, said the timing of the Nauru
‘measure suggested it was intended to
punish Taipei for Lais victory.

“Itcould be China’s first major retalia-
tion against the newly elected Lai
-teac istration,” Shi said.

He added that after the president’s
inauguration on May 20, China would
probably continue or even step up its
campaign against the DPP.

Additional reporting by Wenjie Ding in
Beijing
Gideon Rachman see Opinion

TPP leader finished third in
presidential pollbut group’s
eightseats can be decisive

KATHRIN HILLE — TAIPE

Ko Wen-je was upbeat on Saturday
night after finishing third in Taiwan's
presidential election. The Taiwan Peo-
plé’s party founder told supporters that
forthefirst time, athird party had stood
as tall as the two dominant political
forces in Taiwanese politics.

“Thisis a new political landscape.” Ko
said. “This voice will be a key power
directingthe country?

‘While Lai Ching-te of the ruling Dem-
ocratic Progressive party was elected
president, he won just 40 per cent of the
vote ina three-way contest.

The DPP’s share of 113 parliamentary
seats fell to 51, while the Kuomintang,
the largest opposition party, won 52,
making the TPP’s caucus of eight
enough to swing a majority and thrust-
ing the once-marginal party into the
heart of political decision-making as
Taiwan contends with an increasingly
assertive China.

Beijing claims Taiwan as part of its
territory and has threatened to attack if
Taipei resists unification indefinitely.

“Their impact is huge,” said Tsai Chia-
hung, a research fellow at the Election
Study Center of National Chengchi Uni-
versity in Taipei. “They have become a
viable third party”

Founded less than five years ago, the
TPP hasachieved arapid rise — ashasits
founder. A trauma and

East Asia. Parliamentary election

Taiwan'’s third party handed role as kingmaker

—

opposed

In the driving

posi- - “The DPP

Taiwan People’s

menlademdeaga
Despite such flip-flopping, Ko, 64, has

to
tion in parliament. Despite backing a.
coalition with the KMT during the cam-
paign, Ko, who won 26.5 per cent of the

organ transplant surgeon at National
Taiwan University Hospital, Ko entered
politics in 2014 when he ran for mayor
of Taipei on the coat-tails of the Sun-
flower student protest movement.

He has proven a flexible politician. Ko
initially aligned with the DPP, the home-
grown party that defines Taiwan as an
independent nation and seeks to limit
its dependence on China. But he has
since shifted to positions more associ-
ated with the Kuomintang, which says
Taiwan belongs to a greater Chinese
nation but disagrees with Beijing over
which state should rule that nation.

As Taipei mayor, Ko started calling
Taiwan and China “members of one
family”, and while he mostly side-
stepped China policy issues during the
presidential campaign, he advocated
restarting negotiations on a cross-Strait.
services trade agreement, which he

partyleader builta loyal youth following thanks to

Ko Wen-je, his quirky

wearing glasses,  social mediaoperation.

waves to “The DPP and KMT only ever talk
in aboutChi are not solvingour

Taipeiahead real problems like high housing costs,”

of Saturday’s said Amanda Chao, a 30-year-old inte-

clections rior designer who voted for Ko. “I also

AmmezLycanymoss ik his style — he talks like a normal

person, not in ideological terms.”

Ko has ridiculed traditional politi-
cians for being unimaginative, saying
politics should be “fun’.

Observers said the TPP founder still
struck many voters as too risky for the
presidency. In November, attempts to
agree a joint ticket with the KMT broke
down in an acrimonious live television
broadcast, causing his poll numbers
totank.

Several voters told the Financial
‘Times that Ko had allowed the KMT to
take advantage of him and the episode
raised serious doubts over his ability to
tackle an increasingly aggressive China
and protect national security.

Now, his acumen will be put tothe test

co-operate with different forces on
issues and will not align with any party.

“If there is a big winner in this elec-
tion, it’s the TP,” said Nathan Batto, 2
political scientist at the Academia Sinica.
research institution. “How Ko will use
that position is the bigquestion.”

For the DPP, policy priorities include
addressing low incomes in the service
sector, a struggling renewable energy
transition that has raised fears of short-
agesas nuclear poweris phased out, and
boosting Taiwan’s technology industry
in global supply chains.

Even more important in a global con-
text is maintaining defence spending.
When the DPP last led a minority gov-
ernment 10 years ago, arms procure-
ment from the US was blocked by the
opposition-controlled parliament.

Although Ko has advocated raising
defence expenditure to 3 per cent of
gross domestic product from the cur-
rent 2.5 per cent, DPP politicians are
concerned the issue could fall victim to

and KMT
only ever
talk about
China but
they are not
solving our
real
problems
like high
housing
costs’

partisan battles. Observers said that
the diverse backgrounds
within Ko's party that led to infighting

and interests

Asia

North Korea
claims success
in high-tech
hypersonic
missile test

CHRISTIAN DAVIES — SEQUL

North Korea has said it successfully
fired a solid-fuel “hypersonic” missile
for the first time, demonstrating
Pyor ‘sincreasingly sophisticated
‘missile capabilities as the regime deep-
ensdefence co-operation with Russia.
The intermediate-range ballistic missile
(IRBM) was launched from a site near
Pyongyang on Sunday and flew east-
ward on alofted trajectory for less than
12 minutes before splashing down in
waters between North Korea and Japan,
accordingto the South Korean and Japa-
nese militaries.

If successful, the launch would be the
first time Pyongyang combined two
recent milestones in its weapons devel-
opment programme — solid-fucl mis-

s and missiles with a “manoeuvring
re-entry vehicle”.

North Korea claims to have success-
fully tested solid-fuel and manoeuvra-
ble missiles in separate launches in the

past.

Solid-fuel missiles can be fuelled in
secret before they are deployed, giving
adversaries less time to conduct a pre-
ventive strike. The trajectories of
manoeuvrable missiles, sometimes
known as hypersonic missiles, can be
changed mid-flight with fins or winglets,
‘makingthem more accurate and harder
for defence systemstointercej

Experts said North Korean IREMs
were probably capable of striking US
assets in Asia, including military instal-
lations in Guamand the western Pacific.

According to North Korea’s state
Korean Central News Agency, the
“intermediate-range  hypersonic
‘manoeuvrable controlled warhead” test
focused on its “gliding and manoeuvring
characteristics” and the “reliability of
newly developed mnlu stage high-
thrust solid-fuel engine

Ankit Panda, a nuclm weapons
expert at the Carnegie Endowment for
International Peace, said an image pub-
Tished by the KCNA yesterday suggested
the IRBM featured a re-entry vehicle
capable of conducting “terminal-stage
‘manoeuvres”.

He added that battlefield debris in
Ukraine suggested Russia had used a
North Korean KN-23 short-range ballis-
tic missile in an attack on the city of
Kharkiy thi th. Such

campaign could weaken the party’s
hand. And a KMT official said the TPP
was at risk of internal discord as the
party decided “who is running the
show”.

People close to Ko disagreed. “It is
true different people around our chair
are vying for his attention,” said one of
his advisers. “But he is very good at
‘making the right decisions. He respects
power and he believes in hard facts and
numbers.”

when the new

“conduct manoeuvres at hypersonic
speeds throughout its flight”, foiling air
defence systems.

Last week, the US imposed sanctions
on a Russian citizen and three compa-
nies allegedly involved in the transfer
and testing of North Korean ballistic
‘missiles. The White House has accused
Russiaof deploying North Korean short-
range ballistic missiles in attacks on
Ukrainian cities between December 30
andJanuary 6.

The
legislature clectsits Speaker, who can
shape th

mﬂ.uu wunl.rfsUNambassadiassr
he US of “spread-

policy. The outcome will be crucial to
preventing gridlock over the next four

ing information that is wrong, without
going through the trouble of checkingit
i i the UN

future.

The TPP offered a first indication of
its approach yesterday, demanding that
any DPP or KMT Speaker candidates
commit to reforms that would require
the president to report to parliament
and strengthen lawmakers’ powers in
confirming government appointments

Security Council last week.

North Korean foreign minister Choe
Son Hui arrived in Moscow on Sunday,
amid speculation the countries were
preparing for Russian President
Vladimir Putin to pay a reciproeal visit
to Pyongyang, after Kim Jong Un trav-

Cryptocurrencies

Presidential election

Tether favoured by money launderers, says UN

SCOTT CHIPOLINA — LONDON

Tether, one of the world’s largest
cryptocurrency platforms, is among
the leading payment methods for
money

black market casinos to launder illicit
funds.

“Online gambling platforms, espe-
cially those operating illegally, have
emerged as among the most popular

Biden campaign lifted by $97mn funding haul

AL — WASHINGTON

crypto trade: hasbit-
coin that are not pegged to hard curren-
cies. It s the largest of its kind, with
roughly $95bnin circulation.

The UN report notes that in recent

Joe Biden’s political operation
announced it raised more than $97mn
in the fourth quarter, a sizeable haul

Former president Donald Trump’s
operation had raised even more at this
point in the2020 election cycle.

At the end of the third quarter in

ating in south-east Asia, the UN has
warn

A report published yesterday by the
UN’s office on drugs and crime says
Tether's crypto token, also known as
tether, is at the heart of an exploding
industry of scams. The deceptions
include those that engineer false roman-
tic connections to gain a victim’s trust
before luring them to transfer large

vehicles for_eryptocurrency-bas

money launderers, particularly for

thoseusing Tether,” the rcport says.
Jeremy Douglas of the UNs office on

that has boosted optimism among
B mism ¢

2023, Trump's campaign had $38mn on
hand bef i than $6

years have

ot o Tt sy T
responsible for moving illicit Tether
funds, including an operation that

‘Organised crime has
effectively created a
parallel banking system
using new technologies’

t.
In November, following  joint inves-
tigation with US authorities and crrpm

will have
the resources to turn around his flag-
ging poll numbers thiselection year.

an
on ads between October and December,
according to Adimpact. Trump has not
yet disclosed his fourth-quarter fund-

has struggled to raise money and has
relied on super Pacs, which can raise
unlimited sums from contributors, for
much of his ad spending and door-
knocking operation. Vivek Ramas-
wamy, the biotech entrepreneur, has
largely self-funded his campaign.
Presidential campaigns are required
to disclose their 2023 fundraising fig-

‘The Biden campaign said it had builta  raising figures. uresbythe end of the month.
7mn war chest, addi i Former iHaley,  The Biden campaign said its most
/s main rival, isingidea had been the

than any i
didate in history had accumulated at

exchange OKX, Tether

its tokens connected to a “pig butcher-
ing” and human trafficking syndicate in
south-east Asia,

It also claimed that it would have
more on hand than the Republican
in the fourth

as “pigbutchering”. & d id: “Organised Erin West,a cyb
“Inrecent ycarslawenforcementand  has cfectively creatcda parallcl bank-  pig butchers gm\qlal:d to Tether’s d.g
financial § have new and ital coin because the crypto promised

reported the rapidly growing use of
sophisticated, high-speed money laun-
dering . - . teams specialising in under-

the proliferation of loosely or entirely
unregulated online casinos together
with crypto has supercharged the

speedy, irreversible transactions.
“You're creatinga situation where vic-
timsare blinded by ]ove, coupled with

quarter.

“While most of the Republicans have
not yet announced their fundraising
numbers, we fully expect tolap them —
several times” said Biden campaign
spokesperson T] Ducklo.

The cvolution of cryptocurrency,
alongside other rapid technological
developments, has also galvanised the
decades-old practice among south-cast
Asia’s organised crime gangs of using

Tether’s digital token i bl

Prior to there weren’t

Biden

cryptocurrency that typically tracks a
hard currency to stabilise the price.
Tether is pegged to the US dollar and
allows traders to move in and out of

‘many opportunities to do that,” she
said.

Tether did not respond to a request
for comment.

varicty of money-raising organisations
besides his campaign, including the
Democratic National Committee and
otherjoint fundraising committees.

said shchads‘MSmn e
2024. Florida governor Ron DeSantis

Resources boost: Joc Biden hopes to
turn around flagging poll numbers

“Cup of Joe” contest that raised more
than $3mn by offering a chance to meet
Biden and vice-president Kamala
Harris.

It also said people were increasingly
paying attention to the 2024 race and
donating, adding that it raised three
times as much money during the
Republican debate in December asit did
during October’s.

“This historic haul — proudly pow-
ered by strong and growing grassroots
enthusiasm —sendsa clear message: the
‘Team Biden-Harris coalition knows the
stakesofthisclection and isready towin
this November,” said Biden campaign
'managerJulie Chavez Rodriguez.
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Companies & Markets

Europe’s largest
investor pushes
Shell for better
climate policy

@ Oil group urged to exceed Paris goals
o Amundi joined by 26 asset managers

ATTRACTA MOONEY AND TOM WILSON
LONDON

Europe’s largest asset manager,
Amundi, has been joined by 26 inves-
tors demand.mg that Shell improve its

AP4, and the Ethos Foundation, repre-
senting Swiss investors.

Last year two shareholders co-filed
the resolution at Shell and drew the
backingof about 20 per cent of the total

the bnggeﬁtsharchnldcrpush onclimate

policy the oil and gas group has faced.
The resolution, co-ordinated by the
activist group Follow This, urged Shell
to align its “medium-term” greenhouse
gas emissions target with the Paris
Glo-

“With 2023 being the warmest year
on record, and COP28 signalling ‘the
beginning of the end of the fossil fuel
era’ we are more aware than ever that
climate change will create winners and.
losers; said Matt Crossman, steward-

bal emissis halfby

at Rathbo)ncs,
the UN cli last

Shell has claimed that its targets are
already Paris-aligned but the activist
h dobs

from fossil fuels.
Traditional investment groups have
historically avoided filing sharchalder

p
This would include accounting for all

resolutions,
thescenes talks. But some have become:
frustrated by a

“We are more aware
than ever that climate
change will create
winners and losers’

Shell chief executive Wael Sawan out-
lined plans, after he took over the role
last year, to keepinvestingin fossil fuels.

He argues that to meet global energy
demand and maintain shareholder
returns, Sh:ll mmmnt.mue toinvestin

NIC FILDES — SYDNEY

An Australian court has dismissed an
attempt by members of the indige-

landers argued the Barossa gas development would pose a threat to the area’s cultural heritage - sz iar

Darwin in Australia's north, before
beingshipped to Asiafor use.
South Korea's SK E&S holds a 37.5

Timor Sea Australian court throws out Tiwi
islanders’ cultural challenge to Santos pipeline

“negligible chance” of damage totan-
gible cultural heritage such as archae-
jcal it the bed, she id.

Boeing opens
factories to
airlines and
boosts checks

SYLVIA PEEIEER — LONDON

Bocing will allow airline customers of
its 737 Max aircraft into its factories to
review its procedures while also con-
ducting additional quality inspections
itself as seeks to contain the fallout
from a damaging fusclage breach onan
Alaska Airlines plane10 days ago.

The US plane maker will also bringinan
external third party toreview its quality
‘management systems, aswell as deploy-
ing a team to Spirit AeroSystems, the
supplier that made and installed the
door plug that blew out on the Alaska

in mid-air on a flight from Port-
Iand, Oregon, on January 5.

‘The team will inspect Spirit’s installa-
tion of the door plugs and approve them
before the completed fuselage sections
are shipped tothe plane maker's factory
atRenton, Washington.

Boeing teams are also inspecting
‘more than 50 other points in Kansas-
based Spirit’s manufacturing processes,
accordingto amemo sent to employees
by Stan Deal, the head of the plane
‘maker’s commercial aircraft business.

Deal, aBoeing veteran who joined the
company in 1986, has been head of its
commercial aircraft business since
October2019.

He took over as Boeing was dealing
with the fallout from two deadly crashes
of its Max 8 aircraft in 2018 and 2019
that left 346 passengersand crewdead.

Although the model in focus this
time s the Max 9, the longer version of
the Max 8, the incident has once
again raised questions about manufac-
d quality control at

Santos said it would continue pipe
laying in line with its environmental
plan. A ruling against the Australian
oil and gas major could have delayed

oil d its gas busi- nous population of the remote Tiwi  PCT €0t stake in the project and
the emissions of its. pml‘lum soldtoits  ness, even as it also invests in forms of pop remote 11 Japan’s Jera, a venture between the
! . Islands to block a gas pipeline being .
customers, ywith lower bl by Santos, ln hat i o Tokyo Electric Power and Chubu
toset fuel ot el vor Electric Power utilities, 12.5 per cent.
» aim. fissi e e,
absolute emissionstarget,”said Diandra  Shell aims to cut absolute emissions ey The t Last year by

Soobiah, head of responsible invest-
mentat UK pension fund Nest.

“This would demonstrate leadership,
show Shellis serious about transitioning
its business, and play a role in generat-
ing real world change.” The activists
have organised similar motions at Shell

ings since 2016 b

from its own operations —alsoknownas
scope 1and scope 2 — by 50 per cent by
2030. It has also committed to reduce
the “net carbon intensity” of the prod-
ucts it sells by 20 per cent by 2030 but.
not theirabsolute emissions.

Carbon intensity is a contentious

upcoming resolution has drawn the
‘most investment managers, Follow This
founder Mark van Baalsaid.

Together the investors oversee more
than €3.8tn and own about 5 per cent of
Shell. They include UK pension fund
London CIV, and international manag-
ers Rathbones, Candriam and Edmond
de Rothschild, Swedish pension fund

‘measure as
proportion of all the energy it sells.
Using this accounting treatment allows
Shell to offset the carbon produced by
its oil and gas business against its lower-
carbon products.

Shell said the shareholder resolution
was “unrealistic and simplistic® and
“broadly unchanged” from the resolu-
tion filed by Follow This last year.

The challenge to the Barossa develop-
ment, costing an estimated $2.7bn,
had delayed one \)IA\lsLmlix's biggest
newoffshore gas projec

Tiwi islanders smwessﬁll]y chal-
lenged the planning permission
granted to Santos in 2022, and anew
challenge to Barossa launched last
year hasleft the projectin suspension.

Ajudge ruled yesterday the pipe-
line could go ahead, sending shares in
Santos, which is in talks with rival
Woodside over a merger, up more
than 2 per cent. The project is
intended to transport natural gas
from the Timor Sea to a terminal in

due to start in the first

Bocing.

‘The US Federal Aviation Administra-
tion, which has grounded some of the
plane maker's 737 Max 9 aircraft pend-
ing inspection, has opened a formal

Simon Munkara, an indi; man
‘who was joined by other claimants
and argued the pipeline would dam-
age “sea country” around the islands,
80km northof Darwin.

Gordon Ramsay, analyst at RBC
Capital Markets said: “This decision
represents a crucial step forward, lift-
ing one of the major legal hurdles that

Opponents alleged the
had not done enough to address the
risk tosites of culturalsignificance to
the i ity, such as

The Environmental Defenders
Office, which reprasented Munkara,

the territories of Ampiji, a rainbow
serpent and caretaker of the sea, and
Jirakupai, the “Crocodile Man”, who
could be angered by the disruption.
Justice Natalie Ch

did not i respond to the

Canberra has launched a review of
offshore development project consul-
tations to clarify requirements
around and tradi-

led
that those “intangible” claims were
not shared by all Tiwi islanders and
were thus “insufficient”. There was a

tigation into the Alaska Airlines
incident.

The regulator said on Friday that it
wanted toanalyse data from inspections
of an initial group of 40 of the roughly
170 grounded jets before it decided
whethertolift the flyingban.

While Boeing had taken “important
steps” in recent years to strengthen its
quality management systems, the
Alaska accident had made it apparent
that “we are not where we need to be”,
said Dealinthe memo.

“To thatend we are taking immediate

i bol i d

tional landowner obli and

quality

guard against a loss of confid
frominvestors.

factories.”
Boeing’s quality pledges see Companies

Wall St banks are trying not to upset China in I[PO prospectuses

INSIDE BUSINESS

n the past year, a quiet but impor-
tant change has taken place in the

spun off from Wuxi — listed in Hong
Kong in November, that type of lan-
guagewasnolongerin favour.

The paralle] section of the Wuxi XDC
prospectus, which names Morgan
Stanley, Goldman Sachs and JEMorgan
as sponsors, instead told investors that
China’s laws and regulations were “con-
tinually evolving” and “we cannot fore-
see how [they] will be interpreted and
enforced”.

‘The shift in tone may seem nuanced
but it is not accidental. Beijing intro-
duced new rules last year, banning

ay
Chinese groups public. When they
warn investorsabout risks, Lhey are

e filings “any
comments in a manner that misrepre-
sents or disparages laws and pollmes,
[the]

The change centres on what might
seem an unlikely setting for a political
tussle: s documents for over-
seas initial public offerings. In these

situation of the state”. Soon a.ﬁtl’ the
new rules took effect, Hong Kong'sstock
exchange also repealed a requirement
for Chinese compa-

our markets are based in part on gov-
ernment policies and internal rules,
some of which are not published ona
timely basis or at alland may have retro-
active effect”. The company operates
around south-east Asia as well as China.

Contrast that with the more direct
language used for a US listing by Amer
Sports, which is owned by aconsortium
led by China's Anta. Many of the same
‘banks — Goldman Sachs, Bank of Amer-
ica, JPMorgan, Morgan Stanley, Citi and
UBS —areinvolved.

It has not been through the Chinese
regulatory approval process because it
is not classed as a Chinese company,
according to three people with knowl-
edge of the matter, though Amer would
not confirm this.

China “has recently published new
policies that significantly affected cer-
tain industries”, said its prospectus this

Co-presented by

N LIVE
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How can Japan hasfen the move

towards net-zero decarbonisation?

Hiroshi Jinno

Chief Investment Off
International Finance Corporation

documents, issuers typically detail  nies listing in the - Some have replaced the month. It added that it “cannot rule out oA

potential risk factors for investors at  territory toinclude . the possibility that it will in the future &

length—often in stark terms to fendoff  a China-specific Doilerplate phrase e ARl e F (e i Japan Chaprer Senior Advisor

e v latare sec-isks related to doing e ow Financial Alliance for Net Zero
pharmagroup tion —though Such divergence carries reputation

panies still haveto DUSINEss in China’ with

disclose “material - yaguer lan, @
orspecificrisks”. B

ics listed in Hong Kong in 2017, a deal
that Bank of America and Morgan
Stanley worked on, its prospectus used

risksfor global banks. The SEC last year
called for “more specific and prominent
disclosure” of risks related to China's

Kahori Miyake
Co-Chair

n Climate Leaders' Parinership

language that could be deemed critical
of China. It warned it might be “impossi-
ble” to comply strictly with some Chi-
nese regulators’ demands because they
“may not be consistently applied by
othergovernment authoritie:
Itsaid China's legal lsbascdm

In Hong Kong listings, “the risk fac-
tors will generally go in the direction of
what [China’s regulator] regards as
being acceptable — which is goingto be
slimmed down considerably,” a senior
banker said. In practice, changes are

btle. Some have replaced

parton government policies and admin-
istrative rules that may have a retroac-
tive effect”, meaning “we may not be

the boilerplate phrase “risks related to
doing business in China” with vaguer
language on risks such as ‘n the coun-

rware of our vi policies
and rules until some time after the vio-
lation” — language a]sa used by other
Chinese

trywh 7 or “in the princi-
et i e
Delivery group J&T Global Express,
which d by Morgan Stanley,

suchas Xpeng, Li Anm, Mymchcm and
Tiangi Lithiumin2021 and 2022.
But by the time Wuxi XDC — a unit

Bank of Am:nca CICC and UBS in its
IPO, avoids naming China in a section
that says “many of the legal systems in

government. Finding language that sat-
isfies both Chinese and US regulators
will not beeasy.

Many bankers acknowledge that the
language of offering documents has
been toned down. They say they are
simply actingin line with local rules.

Others, however, complain that this
raises further questions about Hong
Kong. A frustrated financier put it this
way: If US firms in the city can no longer

LESS THAN ONE
MONTH LEFT

RESERVE YOUR SPOT

tog
askingwhatwill be deemed to disparage
China, can Hong Kong still be classed as
aninternational financial centre?

kaye wiggins@ft.com
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Media

Ackman escalates Axel Springer feud

Legal threat made after Oxman accurate and “well docu-  theself-adjudicated claims of Business
- T T v ook o ano

group defends plagiarism ;e legal action i ath”
reports on billionaire’s wife  itsowner o m'u.glllssomil He By mean

media campaign to the courts to decide  lawsuit”

DANIEL THOMAS the veracity The Financial Times h mem-
‘The founder of Pershing Square Capi- ~ orandum sent on Sunday to Business
Bill Ackman fon tal aid on social media  Insider reporters by chicfexceutive Bar-

against German media group Axel
Springer and its US-based Business
Insider financial news site in an escala-
tion of a bitter fight over plagiarism
claims against the hedge fund boss’s
‘wife, Neri Oxman.

An internal review by Axel Springer
found Business Insider’s reporting of
plagiarism allegations against academic

platform X that Business Insider and.
Axel Springer had “tripled down on.
their false claims and defamation” after
the review, but that this meant that
“they have amplificd their exposure,
and forthat Iam grateful”

He added: “We will respond ina for-
mal complaint, which will take a few
weeks to prepare . . . Iwould notrely on.

bara Peng that said the internal review

‘Twould not rely on
Business Insider and/or
Axel Springer to get an
understanding of the truth’

by Axel Springer had found there “was
1o unfair bias or personal, political,
and/or religious motivation in the pur-
suitof thestories”.

Axel Springer instigated the review
after Ackman attacked reports by Busi-
ness Insider claiming that Oxman's doc-
toral thesis had been “marred by plagia-
risr”.

Ackman

arts and sciences at the Massachusetts
Institute of Technology’s Media Lab
research unit

Ackman has lobbied a Business
Insider board member as well as Axel
Springer chief executive Mathias Dopf-
ner and KKR, the German group’s big-
gest shareholder.

Yesterday, the billionaire hedge fund
bosssaid

the mpomngbylluxmess Insider as well
as appealed to its owners, linking the
stories to his own battle to unseat Clau-
dine Gay, the president of Harvard Uni-
versity, in part over allegations of pla-
giarism. Gay resigned this month.

Peng explained in her note that the
group had reviewed its reporting but
that it had found “there was no unfair
bias” and the “process we went through
to report, edit, and review the stories
was sound’.

Technology

Atos shares
tumble on
concerns
about free
cash flow

ADRIENNE KLASA — PARIS

Shares in Atos fell as much as 16 per

cent yesterday as the indebted French
IT group said it expected to miss its free

cash flow target for the year.

Atos said free cash flow would come in

about €100mn below the previous tar-

get but reaffirmed it would meet its

Oxmani ‘media

amid grow-
ingconcernsabout liquidity.

Marketing pioneer accused of
confecting fundraising drive
tobenefit children’s hospital

SILVIA SCIORILLI BORRELLI — MILAN
A pioneer in social media influencing,
Chiara Ferragni has built a global brand
and a multimillion-dollar business on
her marketingsavvy and eye forimage.

But this week a Mnl:m court
announced the Italian entrepreneur
‘was under investigation for *
fraud” related to sales of a Christmas
cake misleadingly linked to fundraising
fora children'shospital.

The competition watchdog had
already fined her companies €1mn in
December for “unfair commercial prac-
tice”, ruling that buyers of a Ferragni-
branded cake sold for twice the regular
price in 2022 had been misled into
belicving the proceeds would goto the

Regina Margherita hospital in Turin.

Balocco, the cake company, had made
2€50,000 donation to the hospital, the
regulator found, but this was before the
branded cake was sold and there was no
link toit. Balocco was also fined.

A separate branded Easter egg sales
campaign linked to another charity, and
from which Ferragni earned €1.3mn
over two years, is also being examined

Ttalian prosecutors.

Over the past decade, influencers
such as Ferragni have changed market-
ing, with brands turning to them to
reacha bigger and younger audience.

Rupert Younger, director of Oxford
university’s Centre for Corporate Repu-
tation said the Christmas cake incident
highlighted the potential pitfalls of
bmnd | partnerships with social media

everything,”

hc arldcd

Technology. Social media

Italian influencer’s charity cake takes the biscuit

lllrfru

HRIST S

family have been inundated with insults

‘Whenit

and accusations.

‘Matteo Salvini, deputy prime minis-
ter and leader of the far-right League,
conceded that “the rage against her is
disconcerting”. She has hired a group of
legal and communication experts to try
tosalvage h

reputation but consumer and huxury

Ferragni has described the episode as
acommunication error and promisedto
keep commercial and charity cam-
paigns separate. In a statement this
week, she said she had “acted in good
faith” and had made herself available to
prosecutorsto “clarify every detail”.
Nonetheless Safilo, the world’s
second-largest eyewear company, has
its lice agreementwith
her brand citing “violation of contrac-
tual commitments” and Coca-Cola has
cancelled an advertising campaign fea-
turing Ferragni that was due to be
broadcast this year. Monnalisa, a Milan-
listed luxury children’s clothes maker
that produces a Ferragni-branded line,
saidit was “weighingits options”.
“Ferragni is meant to be wholesome
and good and aspirational for brands
to be associated with . . . it’s easy to
see why brands would be distancing

Eyeforimage: themselves Youngersaid. Sheisalsoon
ChiaraFerragni  the board of Tod's, a Milan listed hoxury
saysshe‘acted  leatherwear group. Diego Della Valle,
ingood faith'in  chief executive, told a press conference
the cake affair. thisweek: “When we have answers we'll
Below, the see what to do.” Other brands with
Regina which she has advertising contracts,
Margherita including Louis Vuitton, Nesp:
hospital in Pantenc, have not made any pubhc
Turin comment, but peopl to three of
B the four compﬂmcs smd the incidents
were and the investiga-
tion complicated matters further.

Since the regulator’s fine in Decem-

ber,pemguhmpomdssu@mdmm

her Instagram

“[Brands] will eventually have to face
the question of ethics and trustability
when it comes to associating their
names with influencers who built their
careers on pictures they post to social
‘media wh er is

a]m lost hundreds of th
near 30mn followers and shc ami her

[public] ion.” said.

aveteran b

“They have nothing left to offerif that
online personashatters”

Ferragni earned €14mn of revenues
in 2022 from sponsorships and digital
campaigns, while her separate “Chiara
Ferragni Brand” fashionline posted rev-
enues of €14.2mn in 2022, up 115 per
centon the previous year.

In email exchanges quoted in the reg-
ulator’s decision in December, Fer-
ragni's team demanded that the press
release announcing the Balocco part-
nership linked sales of the branded cake
with donations to the Regina Margher-
ita hospital.

After the release was widely picked up

comes to an
influencer,
they are the
brand. the
company
and the
CEO’

by lalian media, Balocco, which paid

lt a.lsﬁ said that Paul Saleh, chief
1 officer, had been promoted to
|:h|d ‘executive, replacing Yves Bernaert
after three months in the job as Atos
struggles torestructureand cutits debt.
On Sunday Le Figaro reported Atos
had asked a commercial court to
‘appointan agentto oversee negotiations
with creditors. The company said yes-
terday it had not filed a request but
could use such a mechanism in the
future.

Atos shares have lost more than
94 per cent of their value in the past
three yearsas the business has:
witharapid churn of executivesand dif-
ficulty defining and executing a strategy
to improve performance and cut debt.
Standard &Poor’s downgraded the com-
pany’s credit rating in November citing
growing liquidity risks.

Atos had previously forecast negative
free cash flow of €1bn. Shares fell to

French politicians were
concerned about the
militarily sensitive nature
of some Atos programmes

slightly more than €4 in early trading.
Jean Pierre Mustier, the recently
appointed chair and former UniCredit
chief, is workingto salvage a deal tosplit
the business while negotiating to secure
financing from its creditors ahead of
€2.25bn in debt comingduein2025.
Under the current plan, Atos is sup-
posedto sell its lossmaking legacy busi-
ness known as Tech Foundations to
Daniel Kfetinsky, the Czech billionaire.
However, sharcholders felt Kfetinsky
was getting overly favourable terms,
and some French politicians were con-
cerned about the militarily sensitive
of: .

Ferragni €1mn for the
told the influencer’s team to stop associ-
ating sales and dmmuuns in social

media imount to

But talks to renegotiate terms with
Kitdnskyhxﬂdmggndnnmd‘wcmnﬂt
d to end in an

Atos ha It would con-

Bnlamﬁ and Ferragni both declined to

sider additional asset sales to meet its
obligations, as well as a back-up meas-

Yn
ses wa].lcdmw qu:slm)n.lu: mhgntyof Elr].\nﬂusmomh Airbus announced
the only way diligence foran offer
“remove nfupmruﬂm for. big

“But when it comes to an mﬂu:nc:l’.
they are the brand, the company and
the CEO”

A 2021 study by LTK, an online mar-
keting platform, found that 92 per cent.
of adults aged 18-25 made purchasing
decisions based on i whilea

dataand cyber security unit. The nego-
tiations to sell BDS mark a change in
strategic direction under Mustier, as
Bertrand Meunier, his predecessor, had
resisted selling the group offin parts.
The talks are not yet exclusive and

2023 Morning Consult survey reported
that 63 per cent of Gen Z

could bx said people
familiar with the process. Atos said it
finterest

preferred influencers in advertisements
tocelebritics.

“Authenticity”, the surveys found,
was a key factor through which influ-
encers have succeeded in changing how
brands connect with consumers.

 “When you take authenticity away

rands to

for BDS, one of which concerned only
part of the division, without disclosing
thename of the other party.

Thales, which has Dassault Aviation,
the fighter jet-maker, as a big share-
holder, has been interested in BDS in the
past as part of its effort to expand its

shqwﬂ you with gold” said the Milan
brand adviser.

“The question is how many of these
mega-influencers are actually authen-
tie?”

y Y :

The defence electronics group did not
confirm or deny its interest in BDS but
said it was focused on strengthening ts
core areas of “aerospace, defence and
security and digital identity”.

Cum-ex case

German prosecutors seek five-year jail term for ex-Freshfields partner accused of tax fraud

OLAF STORBECK — FRANKEURT

Freshfields Bruckhaus Deringer’s
former global head of tax should face
more than five years in jail for his
alleged role ina multiyear dividend tax
fraud, public prosccutors argued in
court yesterday.

Ulfjohannemans, who nti 2019 was

tially laying the groundwork for an
escape. lice cus-

from

Stephan Wi e e ReLls ix months for Johanne- ti e d
that Freshfields at the time was the  mann, just above half of the maximum  close to €2mn per year at
“leading legal adviscr” for banks on the  sentence of 10 years but towards the  was taken into police custody in 2019

so-called cum-ex transactions. Maple
Bank was one of 25 clients that were

upper end of previous convictions
linked to the cum-ex scandal. The ver-

after he transferred €2mn in cash and
sharesas well as Skgof gold tohis wifein

mlxwyer T
furt since September over legal advice
he gave to Maple Bank, a

man subsidiary of Canada’s Maple
e

From 2006-09, Maple reclaimed
‘more than €388mn in dividend taxes it
never paid. had issued

odds with evidence uncovered in the

Referri s, the pros-

an electronic ankletag.

Last month, the 52-year-old acknowl-
edged in court that he had *totally
failod” asal g

rring
ecutor argued that there were “no
secrets between Maple Bank and the
defendant” about the details of the

the fact that my legal advice was used
forillegal means”.

adding that the lawyer
tried to obfuscate the crimes when tax
authorities started to become suspi-

thathewas
the fact that the bank had never paid
taxes it reclaimed based on his legal
advice, arguing that his client had mis-

s -

advised by amove that as poten-
the prosecutor said, puttingthe firmina.
“unique position”. The presiding
Freshfields paid €10mn to setle judge in the
criminal against it three Frankfurt court
Years ago and is not a defendant in the case has
trial. Italso paid €50mn to Maple Bank’s indicated
- —— o T
Prosecutor Hun Chai argued in court. i
that Johannemann “was not just a small “highly likely’ to
cog ina large machine”. Rather, he “and face aguilty

his tax department” were “one of the
» of th

fraud, the argued, and

flawin the Ger-

had been fully aware that.

man taxcode, waslegal.
“Without the defendant’s legal opin-
ions, Maple Bank’s cum-ex transactions

the bank’s practice was illegal but at the
time thought that it was hard to

would not ? prosecutor

called for a jail term of

verdict — mgoismy
news

of the trades. He said that he had consid-
eredit possible that Maple Bankdid not
share “the full truth” of its cum-ex
transactions with him, adding that I

cious. “Mr has a tactical
relationship with the truth.” prosecutor
Hun Chai said in court.

Johannemann’s lawyers will give their
view on the allegations next week. The
court is expected to give its verdict by
the end of January. The presiding judge
has already indicated that a guilty ver-
dictwas “highly likely”.

Freshfields said in a statement that it

did not wantto knowit”.
In their final pl:admg a.hca\l ofsen-  continued “to workwith the autherities
tencing by within the boundaris

yesterday mncmed Johannemann’s
statement, arguing that it came at a very
Iate stage of the trial and was partially at

of our profes-
sional obligations in an effort to learn
from and draw a line under these mat-
ters”.
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Blowout flies in face of Boeing’s quality pledges

Jet maker’s reputation takes a battering just when executives were starting to think the 737 Max saga was behind them

SYLVIA PFEIFER — LONDON
CLAIRE BUSHEY— CHICAGO

In Octoberlast year Bocing's chief exec-
utive said the US plane maker was
focusing on improving the quality of its
aircraft. Boeing, Dave Calhoun told ana-
Iysts, had in recent years “added rigour”
toits “quality processes”.

“We've worked hard to instil a culture
of speakingup and transparently bring-
ing forward any issue, no matter the
size, so that we can get things right fora
bright future. As a result, we're finding
items that we need toresolve,” he said.

Those comments will now haunt Cal-
houn as he confronts the latest blow to
Boeing’s reputation: the likelihood that
amanufacturing error or lack of quality
control led to a dangerous blowout of a
section of the fuselage of an Alaska Air-
Iines flightjust over a week ago.

Calhoun, who has promised the com-
pany will be completely transparentin
helping investigators, will know too well
that his own credibility and that of his
executive team are also on the line.

The US Federal Aviation Administra-
tion, which had grounded some of the
plane maker’s 757 Max 9 aircraft pend-
ing inspection, has opened a formal
investigationintotheincident.

The regulator on Friday said it would
reassess the current system where some
aircraft inspections were delegated to
Boeing employees, as well as conducting
an audit of the Max 9 production line.
Later, the FAA said that the 737 Max 9
would stay grounded until Boeing pro-
vided additional data.

“They may have changed the way
they’re doing things but it ain’t work-

‘They may have changed
the way they're doing
things but it ain't working"
Dennis Tajer., pilots” spokesman

ing” said Captain Dennis Tajer, spokes-
person for the pilots union for American
Airlines. “It doesn’t matter what system
you put in place. We're measuring it on
the outcome.”

“When Calhoun took the helm in Janu-
ary 2020 after two crashes of the 737
Max 8 aircraft that killed 346 passen-
gers and crew, Boeing was still recling
from the greatest crisis in its history.
The former GE executive had been a
Boeing board member since 2009. He
promised to rebuild trust with regula-
tors, airlines and the flying public, and
to bring in greater transparency. Boe-
ing’s enginecring and safety processes
wouldbestrengthened.

There has been progress. The com-
pany created a board-level aerospace
safety committee and centralised its
safety reportingfanctions.

Top engineers among business units
who previously reported to executives
leading those divisions began reporting
to the company’s chief engineer, who
reported directly to the chief executive.
Boeing created a product and services
safety group, also reportingto the chief
engineer.

Last year Boeing appointed Howard
McKenzic as chief engineer to succeed
Greg Hyslop, who retired, taking the
role of adviser to the chief executive.

In January 2021 it named Mike Dela-
ney, a vice-president overseeingthe dig-
ital transformation of Boeing’s produc-
tion lines, to the newly created role of
chief safety officer.

“Mike and his team are the only peo-
plein our company that can give the go-
ahead to move acroplanes backinto the
air?” Calhoun said atan employee meet-
ing at its 737 factory in Renton, Wash-
ington, last Tuesday.

Yet production mis-steps have contin-
ued, and while not all manufacturing
errors affect safety, they suggest a dis-
connect between top-level initiatives
and the reality on the shop floor. Boeing
discovered in April last year that Spirit
AcroSystems, one of its main suppliers,
had improperly installed two fittings on
the vertical stabiliser on the 737, forcing
the jet maker to delay deliveries. Four

months later a new problem arose:

‘ What is a mid-cabin door plug?

On the Max 9 involved in the Jan 5 i

lent, a mid-cabin door

plug replaced an unneeded emergency exit door. A common

feature on various aircraft, including tho:

Airbus, they have been used on Boeing’s 737

planes for decades.

The blowout has placed a focus on the

@ four stop bolts that lock the plug in

preventing it from moving upwards then out

[Fr==73

/1]

1=

Guide rollers
on the fuselage ~bols perform

se of

position,

The other

Research, said manufacturing errors
had risen throughout the industry
because Covid changed the composition
of the workforce, with older staff retir-
ingor beinglaid off.

“We have a much less experienced
workforce at all these companies and
throughout the supply chain, and that
has been on the factory floor more than
elsewhere,” hesaid.

Boeing laid off thousands during
Covid, including those engaged in final
assembly, said Scott Hamilton of Lee-
ham News, an aviation consultancy.
When Boeing was looking to rehire peo-
ple, many failed to return, increasing
the share ofinexperienced workers.

“Ittakes a period of time for people to
understand the learning curve to
become efficient and proficient in build-
ing aeroplanes,” said Hamilton. “You
can probably point to a lot of this quality
controlissue tothe new hires and learn-
ing curves. Spirit had the same prob-
lems”

Several long-term Boeing watchers
believe the company is still suffering
from the consequences of the much crit-
icised “Partnering for Success” initia-
tive. Jim McNerney, chief executive
from 2005-15, launched the programme
in an effort to squeeze costs out of sup-
pliers.

Boeing pointed to recent moves to
improve oversight and safety processes.
It said it had expanded its workforce
since the pandemic, adding about
15,000 staff to reach 156,000 by the end
of 2022, driven by significant hiring in
engineering and manufacturi

The Alaska incident has refocused

Sources: NTS8; FT research

fittings on the  on the plug
plug. The bolts _hinges
then secure

them

factories in Washington in December

“We have amuch less
experienced workforce at
all these companies and
through the supply chain’

attention on the FAAS role in overseeing,

in2017

Boeing h: jineeri incorrectly drilled holes intherear pres- 2019, assembly workers never rotated ~ Airlines Bocing  Boeing, which was scrutinised during
Timeline and manufacturing problems in recent surebulkhead of some fuselages. away from their stations. This gave 737 Max 9 the Max 8 crisis.
i i last yearand the Alaska  workers a siloed view of the product,  aircraft awaits Washington Senator Maria Cantwell
errors fo the | inci iritincommon —the  making it harder for them to identify  inspection at sentaletter to the head of the FAA on
737 Max8. Wichita, Kansas-based builds  mistakes made by others. Since then, ~ Seattle. The US  Thursday saying “recent accidents and
Three say that the root of ifs difficultiescan be | the Max fuselages, including the door ~ Boeing i i incidents — includi expelled door
decades of  freced back three decades plugthat fell off the plane. The company has added an ombuds-  openeda formal  plugon Alaska Airlines flight 1282 — call
But there have been other manufac-  man for I ised to worl i igatis into question Boeing’s quality control.
change, 1997 Boeing merges with McDonnell turing woes in recent years. Deliveriesof ~ on behalf of the FAA — amove required  after a blowout Inshort, it appears that FAA's oversight
successand  Douglas. Critics say McDonnell the 787 Dreamliner were stopped for 20 by a lawsuit settlement — and added  of a section of processes have not been effective in
tragedy Douglas’s culture — focused on financial | months because of multiple glitches, ~real-time data and analytics software  fuselage during  ensuring that Boeing produces aero-
performance — came fo dominate over | including the installation of poorly fit-  intoits safety management system. aflight this planes that are in condition for safe
the ensuing years at the expense of ted shims — thin piecesof materialused  “Boeing has a very strong risk man-  month — ey operation”
Boeir jineering-driven culh toi jointsi now,”Soucie said,  W=APFOR Some long-term Bocing watchers
lage — and aircraft that did not meet  “Itwas fairly strong many yearsago, and worry that the company’s engineering-
» ing shiffs ifs i i if i skin flat then it got weak, and now it’s getting. driven culture has still not fully recov-
from Seattle, the site of ifs oldest ness. has even struggled in” ered from a merger completed in 1997
commercial aircraft factories, fo Chicago | withits prestige project, the jet thatcar-  Company insiders said the discovery with McDonnell Douglas, the aerospace
ries the US president, AirForce One. Iast year of instances of the wrongly company, and the relocation of the com-
©2005 Boeing divests Spitit shiffing Boeing has made “improvements drilled holes and loose rudder bolts was pany’s headquarters four years later
fixed costs of its manufacturing facilifies |~ since the original Max problems in  evidence the system was working. “The from Seattle to Chicago. For some, the
2018 said John Cox, aretired pilotand  expectation is that you will find stuff ‘move away from the company’s long-
©0ct 2018 Lion Air fiight JT610, chief executive of consultancy Safety  and by finding stuff the system is work- time home marked a shift in priorities
operated on a Max 8, crashes off the Operating Systems. “Have they made  ing because you are working to address from engineering to financial perform-
coast of Indenesia sufficient improvements? The Alaska  them,” said one. ance.
incident would suggestnot,” he said. Several industry experts said well Before the merger, Boeing was “very
©Mar 2019 Ethiopian Airlines flight 302, The bl d discov- labour sh in acro- much a product-focused company
operafed on aMax 8, crashes affer take- | ery by Alaska and United Airlines of  space may have contributed to the qual- basedin Seattle withalotof contral over
off. US regulators ground the Max loose bolts onabout 15 grounded Max 9 ity lapses. Bocing in particular, they everything they did”, said Nick Cun-
aircraft raise a number of questions  said, suffered from a shortage of skilled i analyst at Agency Partners in
& Dec 2019 Chief executive Dennis about the assembly process at Boeing’s  workers stemming from the halt of Max London.
Muilenburg is fired. Dave Calhoun, Renton facility, said Cox. production after the 2019 grounding, Boeing launched its first big share
former GE executive, fakes over the “Is it unclear, isit overly complex, isit ~followedby the onsetof Covid 19. buyback in 1998. It bought back $41bn
following month done between two shifts where one  Robert Spingarn, an analyst at Melius worth of shares between 2013 and 2019,
thinks it's been done by the other one? ‘ includin;
©2020 Boeing says that if will cut 10 Oris the safety inspection not adequate - and 2018, contributing to its high debt
per cent of its workforce as Covid hits to correct what has now been identified E\ﬂ:ygs:::rﬁzlgf Hedmidatiblonch levels.
tobea recurring problem?” Yet others dismiss suggestions that
©2021Boeing pays $25bn fo resolve David Soucie, a former safety inspec- 270  Boeing’s culture is at fault. “Clearly

criminal charges connected fo the Max
crashes

©2022 Boeing moves ifs headquarters
to Arlington, . This places the
leadership close to government officials
and lawmakers in the US capital

©Jan 2024 A door plug blows out of
Alaska Airlines 1282, a Max 9 plane. The
US Federal Aviation Authority orders an
audi of the Max 9 production line. The
FAA says the aircraft will stay grounded
until Boeing provides further data

tor at the FAA, criticised Boeing for a
design error, a more serious lapse. He
noted thatina ph

something has gone wrong with this
incident. I do not think the culture

Air Current, a trade publication, the

door plug bolts were not secured wi

safety wire, which he said was necessary
Ioose bol

%zw
250

y
to unsafe conditions. Safety wire
threaded through a hole on the bolt
counteracts the everyday vibrations
that cause bolts to loosen.

Boeing has improved its safety proto-
cols since the Max crashes, Soucie said.

o idual people fecling
responsible for what they arc doing has
changed,” said one former industry

Given the longlead times in the aero-
space industry, the results of real corpo-
rate change will take time to manifest

“You can only judge by results;” Cun-
ningham said. *It takes a long time for
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Henoted thatwhen he visited one of the

things that go wrong to play out, and if
you fix those thingsit takes a longtime.”

Corporate reform

Tokyo bourse says most top-listed businesses have failed to disclose capital efficiency plans

DAVID KEGHANE AND KANA INAGAKI
TOKYO

Three-fifths of Japan's prime-listed
companies have failed to disclose plans
toimprove capital efficiency that were
requested by the Tokyostock exchange
as part of a radical scheme aimed at

shamingtheminto reform.

‘The Japan Exchange Group, which con-
trols the Tok yesterday

which included bignames such as Sony
and Panasonic, is intended to publicly
shame those that failtodoso.
Yesterday's list did not include some
blue-chip companies, such as Toyota
and SoftBank, but analysts said the
main targets of the exercise were the

of their net assets. Only 5 per cent of S&P
500 companies have price-to-book
ratios below that critical level, accord-
ingto JPX.

The release of the list of companies
that disclosed business plans came as
the Nikkei 225 index briefly rose 1.2 per

the

Among companies on the Prime sec-
tion, JPX said 9 per cent of those that
had not provided capital efficiency
plans were considering doing so. Such
plans could include launching share
buybacks, increasing dividends, selling
non-core assets and appointing inde-

myriad smaller that are

struggling to generate returns on their
capital and to engage adequately with

publiclyidentified 660 of the 1,656 com-
panieslisted on its Prime section as hav-
ing complied with it outline

JPX’s list is designed to put pressure
on the roughly half of companies on its
Pri i have a price-to-book

plansto raise their valuations.
The list of companies that complied,

ratio of less than 1 — meaning the mar-
ket values them below the stated worth

for the first time since 1990, propelled
by investor hopes for more serious
regard for shareholderreturns.

The Nikkei 225 has soared 39 per cent
in the past 12 months and nearly 8 per
cent so far this year, with along-absent
return of inflation and geopolitical ten-

‘The exchange said only 115 per cent
of companies on its Standard section —
which has lower listing requirements
than Prime —had disclosed plans.

“The point is that if you are trading
below book and y¢

ofwhich hasa price-to-book just below
1, said their omission from the list was
purely technical as they had not
included a specific phrase requested by
JPX to disclose “action to implement

i fous of cost of

getabove, then that’s the sin bin for you,
so people will first be looking for that,”
said CLSA i i

capital and stock price”.
Toyota said the approach it wastaking
to enh: value had “sub-

'If you are trading below
book and you don't have a
plan to get above, then
that’s the sin bin for you

“The idea of a board without even a
map is pretty fri ing. If you are

D
stantially the same content” as the
; ired by the stock exchs

trading below book value and you don’t
have a plan to cover your cost of capital,
then you have been misrepresenting

SoftBank said it had disclosed its plans
onits website, although it did not use the
phﬁsiuzs byJPX.

‘member,” he added.

Both T¢ the latter

itsnew
a

toJapan.
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Inflation-linked debt funds and
commodity products fare less
well amid waning price pressure
STEVE JOHNSON

Exchange traded fund investors
pumped record sums into fixed income
and “quality” stocks last year as risk
appetite jumped in the final months of
2023.

However, inflation-linked bond funds
and broad commedity ETFs cxperi-
ced

Asset management. Risk appetite
Investors pump record sums into
bond and ‘quality’ stock ETFs

flows spiked to §29.1bn in the quarter.
The volte face was particularly notable

e
"
o

taking in $22.3bn, the BlackRock data
show.

Sect

in high-yield bonds, whi year-to-
date net outflows of $8bn as of October
27 but then took in $17.1bn in the
remainderof 2023.

Chedid said investors were “lockingin
higher yields” before they started to
slide in line with inflation and interest
rate, tions.

Todd Rosenbluth, head of research at
VettaFi, aconsultancy, saw the scope for
‘more buyingtocome.

“We are stillin the early stagesof fixed.
income [ETE] adoption globally” he

nology ETF: 2bn,a

Walk on buy:
equity ETFs
focused on New

cles shed $3bn, an all-time high. “Given
golds positive performance, this trend
e n]lomungmu]d be considered

light year away from the second most

popular sector, financials, with $3.8bn.
In terms of investment “factors”,

quality — stocks with a high return on

experienced
their highest
inflows on
record in the
fourth

ETFinvestors,
smd Matthew Bamhm, head of SPDR
Americas research at State Street Global
Advisors.

Chedid compared gold to value stocks
||| le baLll tended to draw money dur-

equity, and low
leverage — ru]ad h ith arecord
§36bnof net buying.

As a result, the iShares MSCI USA
Quality Factor ETF (QUAL) was in the
t0p 10 of US-listed ETFs by flows last
year with $111bn, Rosenbluth said,

en
inflation tempered investors’ desire to
hedge aga.illst its corrosive effect on
asset pric

Overall, the global ETF industry
recorded net inflows of $965bn last year,
according to data from BlackRock, up
from $867bn in 2022. This was the sec-
ond-highest figure on record, behind

s tn.

“It’s interesting to see it compare to
2021, even though we had so many rate
hikes,” said Karim Chedid, head of
investment strategy for BlackRock’s
iShares arm in the Emea region —

the fact mone-

said. “Ir braced fixed income
ETFs in arising rate environment and.
returns are likely to be better in 2024:if,
as expected, the US Federal Reserve
begins and continues to cut interest
rates”

‘The “everything rally” in the fourth
quarter also bolstered equity ETFs.
Those focused on US equities enjoyed
their highest inflows on record in the
fourth quarter, $197bn, helped by
December’s record monthly tally of
$97.2bn.

Higher-risk emerging market equity
ETFs saw their third-best month ever,

tary policy tends to weigh on equity and
bondprices.

Unlike 2021 and 2022, when equity
funds dominated, ETF flows were more
balanced last year. Stock

‘ Fond of bonds |
Fixed income ETFs, global nef flows
Sbn)

B 300

as quality “did well in an uncer-
tain economic environment”. QUAL
returned 309 per cent last year, beating
the S&P 500 by 4.6 percentage points.

Funds targeting cheaper “value”
stocks amassed just $5.3bn, the lowest.
reading for four years, while minimum
volatility ETFs bled $16 4bn.

ETFs investing on the basis of envi-
ronmental, social and governance con-
cerns alsodrifted out of favour.

Even in their European heartland,
they only accounted for 29 per cent of
ETF inflows last year compared with 61
per cent in 2022, according to Invesco.

Also in the doghouse were inflation-
Tinked bond ETFs, which hacmorrhaged
a record $20.7bn, as waning inflation
eroded theirappeal.

The iShares TIPS Bond ETF (TIP)

ipped $4.5bn, Rosenbluth said,

inanet $640bn, below the §1tn of 2021,
but fixed income ETFs vacuumed upa

zenithof $282bn in2021.

Fixed income’s record year was
capped by a sharp pick-up in risk appe-
tite in the final quarter. Flows into sov-
ercign bond ETFs, which had domi-
nated earlier in the year, fell to $31.9bn
in Q4, their lowest figure since Q12022.

However, riskier corporate bond

2011 15 20 23
Source: BlackRack

as investors “were less apt to protect
against an inflationary environment in
2023"

Slowing inflation may also have been
afactorinthe continued travails of com-
modity exchange traded products,
which lost §15.4bn, their third straight
yearof outflows.

Gold funds accounted for the bulk of
this, shipping $13.5bn, the second-worst
tally ever, while broad commodity vehi-

+ periods but was never-
theless surprised by the unpopularity of
gold ETPs, given the price rose 13 per
cent last year. “The correlation between
‘thetwo has broken down,” he said.

Chedid saw reasons to believe the
bullish environment could continue
int02024.

“The risk rally has further legs to goif
you considerthere isa lot of cash on the
sidelines that can be deployed.” he said,
with safety-first money market funds

nearly $2tn last year,
their assets to $8tn, while in Europe
average cash allocations in wealth port-
folios have risen from 3 per cent in 2021
toSpercent.

Rosenbluth was also upbeat but
expected a stock rotation. “Ido think we
are going to see great demand and
strong performance for value investing,
[These stocks] tendtodo betterinafall-
ing interest rate environment. Finan-
cials, consumer staples and energy are
favouredin value strategies.” he said.

Equities
Greece plans
to list Athens
airport stake
on back of
tourism boom

PHILIP GEORGIADIS — LONDON
ELENI VARVITSIOTI — ATHENS

The Greek government has announced
plans to sell part of its stake in Athens
airport through an initial public offering
asthe country enjoys a boom in tourism
and the privatisation of state assets is set
togatherpace thisyear.

Athens International Airport yester-
day outlined plans for a listing on the
Athens Stock Exchange in February
with the state planning to sell a
30 per cent stake in the country’s largest
airport, raising about €800mn, accord-
ingto a person familiar the matter.

Greece has enjoyed a strong rebound
in tourism since the end of pandemic
border restrictions and passenger num-
bers at the airport hit a record 28mn in
2023, up24 per cent on the yearbefore.

Greece’s credit rating was lifted to
investment grade status in September,
the first time in 13 years and since the
debtcrisisthat erupted more than adec-
ade ago that resulted in three interna-
tional bailouts, underlining the coun-
try’seconomicrecovery.

The airport sale is expected to boost
the Athens stock market and signal the
country’s return to normality after its
decade-long debtcrisis.

‘The listing “represents a great oppor-

The IPO ‘represents a great
opportunity for investors
to participate in the
success of Greek tourism’

tunity for international and domestic
investors to participate in the success
story of Greek tourism”, said Dimitris
Politis, chief executive of The Hellenic
Republic Asset Development Fund
(Taiped), the government body charged
with privatising state assets.

Taiped holds a 30 per cent stake in the
airport, with German airport investor
AviAlliance owning just over 40 per
cent and the Greek Copelouzos family
has5percent.

The Greek government would retaina
stake in the airport even after the IPO
through the Hellenic Corporation of
Assets and Participations, a separate
government body that owns 25 per cent
and holds a significant amount of other
Greekpublicassets.

‘The sale would enable foreign institu-
tional investors to gain sizeable expo-
sure to Greek assets, as well as boosting
the Athens stock market, according to
Greekofficials.

“The involvement of a broader group
of investors, exposure and ability to tap
into capital markets, [ . . . ] will further
strengthen Athens International Air-
port,” said Yiannis Paraschis, Athens
airport chicfexecutive,

Under the terms of the proposed list-
ing, AviAlliance and the Copelouzos
family would have the right to increase
their stakes in the airport by 10 per cent
and 1 per cent, respectively, with AviAl
liance potentially becoming the major-
ity shareholder, according to people
familiar with the deal.

Commodities

China electric-car group BYD explores
tie-up with Brazil lithium miner Sigma

MICHAEL POOLER — SAO PAULO
EDWARD WHITE — SHANGHA|

BYD, the Chinese clectric-car maker,
has held talks about a potential take-
over of alithium producer in Brazil in
the global rush to secure raw materials
forthe EV revolution.

Alexandre Baldy, BYD's chair in Brazil,
said discussions had taken place with
$2.9bn-valued Sigma Lithium over a
possible supply agreement, joint ven-
ture oracquisition.

Sigma began shippingthe metal, akey
element for batteries, fromits hard rock
‘mine and processing plant in the state of
Minas Gerais last year.

BYD is backed by Warren Buffett’s
Berkshire Hathaway and recently over-
took Tesla as the world’s largest EV
‘manufacturer. It is building its first elec-
tric car factory outside Asia in Brazil as
partofaR$3bn (3620mn) investment.

‘AsBYD hunts for lithium assets in the
country with the goal of assemblingan

‘Therisk However, Chedid warned that Black-
Rock’s house viewis that the six interest
rally has cuts priced in for the US this year are
further legs  “excessive”, adding: “We are not in the
i camp that inflation will come down
il Yo Labour supply istightinthe US?
consider Bartolini also had concerns. “US  Ourglobal
i equity markets, the engine behind the  feam gives you
thereisa surge inglobalstock returns, enter2024  market-moving
lotof cash with stretched valuations?” he said.  news and views,
onthe “And geopolitical risks are likely to  24hoursaday
N N . intensify, given 76 countries will hold fl.com/markets
sidelines’ electionsin2024”
Equities

Jain’s GQG bets $2.8bn on Middle East’s
ability to ‘open up’ and move beyond oil

plant in Mexico. But Chi

tion,” headded.

He said BYD had met Ana Cabral
Gardner, Sigma chief executive, in Sio
Paulo last month but declined to give
details, citing a confidentiality agree-
‘ment. Sigmadeclined to comment.

BYD's plans in Brazil hinese

have sparked concerns over Beijing’s
dreams of dominance over resources
critical to clean tech industries.
President Joe Biden's administration
has moved to reduce Chinese manufac-
lumlg on American soil and Europe is
China’s EV industry over

EV and renewable energy companics
aimto expand rapidly overseas.
T

alleged unfair competition.
Prime Minister Justin Trudeau’s gov-

also planning to build an EV factory in.
Hungary and has been in talks for a

2022 to divest from carly-stage lithium

AND
BROOKE MASTERS — NEW YORK

reported

Fund manager GQG has amassed a
$2.8bn holding in companics in the
Middle East and expects to raise this
further — while it has cutits positionin
Chinato abouthalf that Level.

The Florida-based asset manager
founded by Rajiv Jain, previously a star
fund manager at Vontobel Asset Man-
agement, has built up the bet over the

by the “busi-

of | past18month: d
which hadassetsoutside Canada. ness-friendly” approaches of govern-
BYD's success inChinainsellinghigh- | ments in the region and their plans to

tech EVs at a low cost stems, in part,
from its control of much of its supply
chain, including mines, batteries and
computer chips.

During its inaugural year of produc-
tion, Sigma posted a C$25.5mn ($19mn)
netloss in the first nine months 0f 2023
— almost halved from the same perioda
yearbefore —on revenue of C§129.9mn

Its shares have fallen about a third

integrated supply chain, Baldy said overthe past six months.

there was an “active” dialogue with BYD and CATL did not respond to

Sigma, which is listed in Toronto and on — requests for comment.

Nasdaq. BYD has recently become the world’s Mdmmml reporting by Patricia Nilsson,
“Different largest ic-vehicle mak 7y Dempsey

diversify away fromareliance on oil.

“There are massive privatisation
hopes which by definition will open up
the cconomy,” said Jain, whose firm
manages $105bn in assets and is well

y
centrated ownership made it hard to
buy the shares. Jain said the free float
provided plenty of liquidity.

GQGEnew mlﬂeslm the

under8 per cent for
Turkey combined.

Just 5 per cent of GQG’s emerging
‘markets investments are now in Chi-

trated in state-owned groups including

invested th:n'.hanmchlna theworld’s
largest emerging market.

‘That marks a significant change of
position from five years ago when the

‘[Crackdowns are] making

coal miner China Shenhua Energy and
oil company PetroChina rather than
previously popular technology plays.
Jain said that China’s crackdowns on
industries that are often dominated by
private sector companies made invest-
ing there tough. Last month, Beijing’s

everyone nervous on sudden plans to curb excessive con-
1 - s« sumption of video games wiped 12 per
China. They say they won't cent ot voughly 410, From e group
do this but then they do’ Tencent’s market valuein a day.
“That’s makis yone nervous on
world’s second-largest cconomy China,” said Jain. “They say they won't
accounted for 40 per cent ofthe firms  dothis butthenthey do”

known foral bet it took
last yearon Adani

portfolio.
d weighting in emerg-

“There’s a real intention to open up
and! mnsmnnnwnyfmmul] 7 headded.

Chi
ing markets indices has made life diffi-
cult for international investors in nu

Global tech stocks, notably the chip
sector, are also among Australia-listed
GQG's big bets as demand grows for
greater computing power, especially for

Jain's i

in the region pasty “Alis going to be
includea$lbnstake in HC, the $246bn  tradetonsi i with the us, five intensive
which he haveremainedhi snw:rtlm]llshonchlp&. Jain said, add-

UAE-listed

described as a good means of gaining
exposure to the strong growth in the
region. Last year, the Financial Times

It accounts for 27 per cent of MSCI's
flagship emerging markets index com-
pared with India’s 17 per cent and just

ing that he was confident that current
supply and demand dynamics would
Iastfor at least the next three years.
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The day in the markets

What you need to know

«European stocks and bonds slip amid
hawkish comments by policymakers
 Polish equities surrender more of
2023's strong rally

@ Trading light as Wall Street closed for

‘ Eurozone bonds sell off after hawkish comments from ECB ‘

policymakers
Two-year German bond yield (€

The unintended
consequences of
Basel endgame

Huw van Steenis

34
Martin Luther King Day
Stocks fell and bond yields rose yesterday 32 Ma_‘[‘ke[s Ins 1gh'[
in Europe after policymakers at the
European Central Bank warned investors 30
against a series of inferest rate cuts for
the continent this year. inancial historyislitteredwith  according to the American Councilon  Third, the proposal could incentivise
The region-wide Stoxx Europe 600 28 the uni more corporate lending to shift to pri-
closed 05 per cent lower —as did of regulatory changes. Capital ~ The proposed rule would increase by vate markets. It is likely to penalise
Frankfurt’s Xetra Dax — and Paris's CAC N controls in the 1960s drove  fourfold the capital required foracru-  those within the regulated sector rela-
40 slipped 07 per cent affer Robert ] 2 international borrowers to  cial source of funding for solar or wind  tive to those providers just outside,
Holzmann, governor of the Austrian \ I move from the US to create the farms, rendering them prohibitively  incentivisingfinancial flowstowards the
central bank, said: “We should not bank T HEY eurobond market. The deregulation  expensive for many banks. Already, unregulated — what Professor Charles
on the rate cut at all for 20247 of savings and loan banks in 1980  some banks are pausing, accordingto  Goodhart callsthe *boundary problem”.
His comments were echoed by Joachim contributed to the industry crisislater  policy advisory group Capstone. And _ Finding the right balance and identi-
Nagel, his counterpart at the German T — —T—22 thatdecade. And onandon. passage of the proposal could ultimately  fyingrisks s ifficult. But the initial Fed
Bundesbank, who saic: “It’s oo early o Jan 2053 Jan Sometimesthese areunforeseeableas ~ shrink annual tax equity investments ~ proposal suggests that the boundary
talk about cuts — inflation is too high.” 2026 complex systems adapt and interactin by 80-90 per cent, accordingto Acore. ‘may shift significantly, a boon to private

Yields on 10-year German Bunds, the
benchmark for the eurozone, rose 5 basis
points o 2.20 per cent while those on
rate-sensitive two-year debt were up 7bp
to 2.59 per cent as investors sold the debt.

Investors have been expecting more
than 15 percentage points of cuts from
the ECB this year as inflation recedes and
investors worry about economic growth.

Pooja Kumra, European rafes strategist
at TD Securities, said traders should not
read foo much into the commentary. “We
have all the hawks out on display: Nagel,
Holzmann — they're nof the members
that have been supporting rate cuts.”

European bonds had rallied sharply on
Friday affer data showed US wholesale.
inflation fell unexpectedly in December.

Source: Boomberg

unexpected ways. But sometimes they

“There was a lof of overreaction in
markets last week,” Kumra said. “Today,
it's basically some profit-faking plus the
fact that we are only hearing from the
ECB's hawks”

In Poland, the WIG 20 index sank 13
per cent, bringing ifs tofal declines since
the beginning of 2024 to 43 per cent,

Grzegorz Drozdz, market analyst at
Polish brokerage Conotoxia, said the
downturn appeared “fo be more of a
market correction than a sell-off”
following a particularly strong rally at the
end of 2023,

Trading volumes on global markefs

were light as Wall Street was closed for
Martin Luther King Day.

Chinese stocks swung lower after the
People’s Bank of China announced that it
would keep an important lending rafe
unchanged — but later pared losses.

China's CS1300 index of Shanghai and
Shenzhen equities settled 01 per cent
lower while Hong Kong’s Hang Seng
index slipped 0.2 per cent.

Tokyo's Topix rose 1.2 per cent as
investors grew confident that the Bank of
Japan would not imminently raise interast
rates while the yen slid 0 per cent to
Y1571 per dollar. Stephanie Stacey

Markets update

are notleast

cial reforms are often rushed after a cri-
sis —as Yale Professor Roberta Romano
argued ina2021 Wallenberglecture.

So what to make of the US Federal
Reserve’s proposal for new bank regula-
tion. Dubbed the “Basel endgame”, it
calls fora20-25 per centincrease in cap-
ital requirements for the largest banlks,
according toJPMorgan’s Jamie Dimon.

The comment period on the proposals
ends today. Investors were right to fret.
Aside from worriesthat sucha sharprise
in capital could slow economic growth
by reducing lending, three possible
unintended consequences stand out.

First, a new threat to the US energy
transition lurks in bank regulation. The
proposals contain a rule that could inad-
vertently throw cold water on billions of

‘The private credit market could pick
upsome, or perhapsall, of theslackover
time. But the unravelling of this source
of finance could hinder the financing of

Many of the issues that
led to Silicon Valley
Bank’s failure are left
unaddressed in the plans

many projects that the IRA envisioned.

Second, the Fed may need to stepin as
the lender of last resort more fre-
quently. The biggest in proposed bank
capital requirements is for “market
risk” —suchastrading bonds.

How much capital a bankhasto keep
as a buffer depends on the amount of

credit players and perhapsglobal banks.

For example, one proposal suggests
loans for small and midsized companies
should have a risk weighting of 100 per
cent. But if the company is deemed
investment-grade with a bond listed on
an exchange, a more favourable risk
weightingof 65 per cent s proposed.

Today, very few small and midsized
groups issue bonds. This would penalise
their cost of funding and encourage
them to seek finance outside the bank-
ing system. That is why European regu-
Itors have not gone down thisroad. The
Bank Policy Institute suggested that the
actual loss experience warrants a risk
weightingof 38 per cent.

Meanwhile, many of the issues that
led to Silicon Valley Bank’s failure —
poor supervision, interest rate risk and
depositor concentration — areleft unad-

dollars of

assetsit risk — the more

Banks have b providers  risk, the higher the buffer. Absent the Basel endgame, the invest-
[=m) = e = [ | of finance to green infrastructure The rules propose that, for capitalfor  ment case for US banks has greatly
us Eurozone Japan UK China Brazil projects through so-called tax equity  trading, the risk weighting increasebya  improved with the Fed pivot to a more
Stocks S&P 500 Nikkei 225 FTSEI00  Shanghai Bovespa schemes. These allow them to offset  whopping 70 per cent. There is already ~ dovish stance on interest rates. But
Level 4783835 © 187361 3500179 759491 288629 13080355 their own tax liabilities by providing ~ concern about the withdrawal of banks  investors should watch the unintended
% change on day - 048 039 015 0.4 finance to the project. in market making and thisislikelyto  consequences of the rule changes
s § index (DXY) Spere Spert Rmb per § Realper$ The banks account for more 80 per i Tk i closelyto hel
= T s 2] S Pt cent of the roughly $20bn annual tax Treasur 019 yrecali lter credit flows.
% change on day 0735 0142 0605 equity market — which may need to  and 2020and it may need a permanent
Govt. bonds 10-year Gilt 10-yearbond  10-year bond grow to more than $50bn to meetthe  support facility if these proposals were  Huw van Steenis is vice-chair at Oliver
Yield == = = goals of the Inflation Reduction Act, tobeintroduced unamended. Wymanand iswritingina personal capacity
Basis point change on day 1300 -0.600 0900
Commods id Metals (LMEX)
Level 205565 2506 363460
% change on day 131 X 026
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FT Climate Capital Council
Biggest movers
% us Eurozone UK
Juniper Platforms 27.23  Raiffeisen Bank I 221 Flutter Entertainment 281
NVIDIA Corp 1047  Orange 219 Admiral 167
£ EiLilys co 1029 Jeronimo Martins. 153 Tesco 125
Merck & Co Inc 881 Telefonica 148  Beazley 109
All state Corp 789 120  Aviva 105
Boeing Co -1648  Casino Guichard -7.96  Burberry 572
P Norwegien Cruise -16.41  L'oreal -4.68 Ocado 509
£ VFCorp 1377 Fresenius 341 Lloyds Banking 257
O Lumen Technologies -1 Solvay 333 B&m Eur Value Refail S.a. 250 Esri is FT Climate Capifal
‘Albemarie Corp -1275  Thyssenkrupp -3.17  Hsbc Holdings 225

Council’s leading partner
in Location Intelligence

Al Gafaproiced by Mormingsar sess e o

The FT Climate Capital Council gathers FT
readers, business leaders, academics, NGOs
and policymakers through a series of events
1o discuss the responsibilities, challenges
and aspirations businesses, governments,
institutions and societies face in dealing

Responsible education

European business schools dominate in

FT-InTent annual sustainability awards

ANDREW JACK — NEW YORK

European business schools have sur-
passed US ones in the FI’s annual
responsible business education
awards, which credit them for more
innovative teaching on issues of sus-
tainability and research with positive
impacts on society.

ersled by authors at the University of
Pennsylvania, the University of Cam-
bridge: Judge, Bocconi University, ETH.
Zurichand the University of Virginia.
Universities and researchers decided
whether to submit for consideration for

Despite the criticism, a large number
ofleading US business schools now offer
core as well as optional electivesin ESG
aspart of MBAsand other programmes.
This has been in response to pressure
from investors, activists and regulators

i for climate risk.

the award, which is runin
with InTent, a sustainability founda-
tion. Assessments were based on the

Atthe COP28 climate summit, USand
international business schools includ-

Five wi lected by a panel of
judges drawn from business, academia
and non-profit organisations for the
best overall business school award. Sin-
gled out were the University of Oxford’s
Said Business School, Aalto University
School of Business from Finland, Iéseg

The results come at a time
when ESG is increasingly
under political attack from
conservatives in the US

from France, VU School of
Business and Economics and Colorado
State University College of Business.
Awards for innovative teaching went
to Cambridge university’s Judge Busi-
ness School, IE Business School in Spain,
Kedge Business School in France, Vler-
ick Business School in Belgiumand Loy~

judges’ evaluation of information pro-
vided rather than a comprehensive
analysis of practices.

However, the results come at a time
when environmental, social and gov-
ernance (ESG) is increasingly under

Columbia, Harvard, New York Uni-
versity, Berkeley, Darden, Duke, Yale,
Wharton, MIT and Michigan Ross
launched a series of free online teaching
resources around sustainability.

One of the FT’s award winners was
Cas, Cuns, and Covernments: Financial
Costs of Anti-ESG Policies, written by
Daniel Garrett from the Wharton Busi-
ness School at the University of Pennsyl-
vania and Ivan Ivanov from the Federal
Reserve Bank of Chicago.

They calculated that Texas legislation
in2021, prohibiting municipalities from

ing with banks with certainESG

political attack in the US. Conservati

ola Mar
The awards for academic research
with impact went to teams of research-

rsity inthe US.

as partof
“woke” leftwingindoctrination that has
taken over America’s institutions.

E
policics, led tothe exitof five of the larg-
est municipal bond underwriters from
thestate and cost more than $300mn.

with climate change.

Esri is the global market leader in geographic

information system (GIS) software, location
intelligence, and mappin

They take a

geographic approach fo problem-solving,
using science and technology o build a
more sustainable and resilient world.

To find out how to get involved, vi

forums.ft.com/climate-capital-council

&esri

THE SCIENCE OF WHERE'

Scan fo find out
more about Esri
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Elektra that crackles with energy

pushed the project along with a bit

l(leib:rmay belookingdown, reminisc-

decp tone. Summoning her resources,

Giselle
London Collseum

Louise Levene

Poor Giselle. Doomed from the
moment she opens her cottage
door to the handsome swine in the
neighbouring hovel. By the time
she discovers that he is an aristo-
crat in disguise, her weak heart is
fatally broken . . . but she rises
from the grave to save him from
the vengeful wilis, the ghosts of
girls who died before their wed-
dingday, who have every intention
of dancing him todeath.

English National Ballet is cur-
rently staging a revival of its 1971
Ciselle. Meticulously researched by
Mary Skeaping (a former dancer
with Anna Pavlova, who died in
1984), this unashamedly old-
school production of the 1841 orig-
inal has plenty of limelit charm,
fuelled by Adolphe Adam’s score.

Old-school Giselle
brought back to life

partnered by Aitor Arrieta, mak-
ing his debut as Albrecht. The
couple were also obliged to dance
on Friday, thanks to the indisposi-
tion of the scheduled cast. Khaniu-
kova was a touchingly fragile
heroine but last weekend that fra-
gility extended to her footwork:
the all-important hops on pointe
in Giselle’s act one solo were
scarcely attempted.

Arrieta has a big, clean jump
and partnered strongly but his
playing gave no sense of the heed-
less passion and bitter remorse
that drive the story. Sadly, Skeap-
ing’s disdain for Albrecht’s 32
entrechats six (a 20th-century
embellishment) led her to cut
them from her version, agreat pity
as this exhausting bravura feat
makes perfect dramatic sense fora
'man being danced todestruction.

Albrecht’s nemesis, the pitiless
Myrtha, Queen of the wilis, is
unquestionably a principal role
but British ballet companies tend
not to see it that way. Thursday's
Myrthawas underpowered, witha
sludgy pas de bourrée and energy-

David Walker’s act one cos-
tumes, with their earth-toned pal-
ette of achrt and burnt sienna,

rusticnote. Theact

moreurgency. the end and was

It has arrived just in time to be Pap- e nearly halfacentury r!wuderlwuhablgcl\eer

Elektra pano’ last production before he steps  ago, so different, elfin-light he could
Royal Opera House, London d e ic di with kalei ic sounds. This does dahle  Clytemnestra as 2 meazo. Karita
ook h Much hash d is undeniabl inher
ofthe fact that hi Strauss’s Ari- inhighstyl day, has herself moved down to

Richard Fairman

It was 10 years ago, when they were
working together on Tristan und Isoldeat
the Royal Opera House, that conductor
Antonio P irector Christof Loy

adne auf Naxos, also dirccted by Loy, but
Pappano has grown hugely in stature

since then.
His Elekiralays down the gauntlet in
the opening bars, announcing the
‘motif as if in block capi-

and soprano Nina Stemme hatched the
idea of joining forces for a new produc-

tals, and goes on as if to storm the
heights of Mount Olympus, though skil-

All the best of the musical perform-
ance comes out of the pit. Ten years is a
long time in the career of a dramatic
soprano, and Stemme, who would have
been in her prime a decade ago, now
sounds on this evidence as if she is on
the cusp of becoming a mezzo-soprano.
From the start, top notes were only

tionof Strauss's Elektra. fully, without drowning the singers. The  arriving thanks to an almighty push of
i Unveiledon with boldly coloured detail  willpower and later they stopped com-

Eriday the reslt fecls monumenta, a5 in Strauss’s frenet and Itisagood
ic version of be relicdontoget first-rate  has authority on stage, together with a
Grtekuagcrlydrmanrls, butwould have playmg from the Royal Operaorchestra.  voice that, lower down, retains its gran-

turned out still better if somebody had

Up i the rafters, the legendary Carlos

deur, sinking foundations of mythic,
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Clytemnestra, but with a voice that no
longer carries well, blunting her por-
trayal of the haunted queen as a still
glamorous monster, overripe to the
point of decay. The best singing came
from the Chrysothemis of Sara Jaku-
biak, though more lyrical juice in the
voice would be welcome. Lukasz
Coliriski was the sturdily sung, not very
charismatic Orestes, and Charles Work-
‘man an effective Acgisthus.

Any director of Elektra has to make
the choice where to place the action.
Does this opera of 1909 based on
Sophocles belongin the world of ancient
CGreek myth or early 20th-century
Vienna, where burgeoning Freudian
psychology was in the air? Loy has it
both ways, setting it in a forbidding,
grey stone Viennese palace in the Greek
revival style. Elektra lives with the
‘maids and servants in the filthy court-
yard, while the high-and-mighty, led by
Clytemnestra, party, rape and butcher
at the windows of the palace above. Eve-
rythingslots convincingly into place.

The production is handsome in
aspect, not controversial in what it has
to say, and will serve as a good basis for
revivalsin the future. Some of those will
hopefully field stronger casts, but for
conductor and orchestra this one will
provehardtobeat.

Tojanuary 50, roh.org.uk

two woodland scenery is picture-

book spooky but one does miss the

ghostly glamour of pure white

skirts. ENB's longline romantic

tutus — white with a hint of mil-
Took

Friday, was much

Unfortunately last weel’s opening  saving jumps. Emily Suzuld, mak-
ked the technical

and dramatic power needed to more likeit, with nerveless attack

bringthe tragedy tolife. and weapons-gradcjctés.

Hilarion, Giselle’s unwanted
suitor, was played with homespun
sincerity by Fabian Reimair
(Thursday) and Henry Dowden
(Friday). Dowden’s beautifully
judged debut — heartfelt, gauche,
almost loutish — gave a welcome
emotional charge to a strangely
uninvolving evening.

dew — like old
net curtains.
Act one’s vine harvest is bathed

in autumn sunshine but the sec-
ond act is performed in 30-watt
gloom. OK, it’s gone midnight, but
thatis precisely what sidelights are.
for. The terror-stricken game-
keepers — one of several 1841
touches that Skeaping reintro-
duced —arewell-nighinvisible.
Thursday’s opening was led by
Kyiv-trained Katja Khaniukova

ere not at
their best on opening night (one of
the many old ballet “faces” in the
audience muttered that it “looked
like a dress rehearsal . . . by a
school”) but by Friday they had
begun to find their feet. The wilis
drifted seamlessly inand out of the
erystalline floor patterns: feet in
place; softly wafting port de bras;
hell-benton revenge.

Tojanuary 21, ballet.org.utk

Breathless and propulsive rock opera

MUSIC THEATRE

Prototype Festival
\Varlous venues, New York

George Grella

Before the January 12 world premiere of
Mary Kouyoumdjian's Adoration for the
Prototype Festival, founding directors
Kristin Marting and Beth Morrison

thrill of witnessing the social aspect of
music-making, It was so propulsive that
at times Christian, who did much of the
solo singing, and the ensemble could
barely catch their breath. Big in spirit
and full of warmth and (stage
changes as domestic chores), Terce was a
joy. ok

In Angel Island (at Harvey Theater at
BAM Strong, Brooklyn), the sole char-
acter is history. It is scored for chorus
and string quartet, the only solo per-

been a programme note) and music.
The direction and chorcography from
Matthew Ozawa and Rena Butler felt
purposeless; the only meaningful ele-
ment was Bill Morrison’s film, which
poignantly reframed found footage,
showing real humans lost to time.
etk

Adoration (at the Sheen Center for
Thought and Culture, New York) is an
adaptation of Atom Egoyan’s 2008 film
of the same name, with aleaden libretto

pol ho
“boundaries of what opera and music
theatre could be”. It’s an important
exploration, as most modern operas
follow 19th-century conventions
despite revolutions in dramatic think-
ing over the past 100 years via film,
experimental theatre and music, even
comic books.

Adoration was one of three world pre-
‘mieres seen in the opening week, along
with Heather Christian’s Terce and
Huang Ruo’s Angel Island. The most
modest in scope, Terce showed new
thinking and was a great success, while
the more ambitious productions were
deepdisappointments.

Terce (performed at The Space at
Irondale, Bmok}yn) rewrites the idea of
the morning breviary as “A Pentecost of
the divine feminine”. Christian’s text
adapts Hildegard of Bingen (a 12th-
century saint) andJulian of Norwich (an
English mystic of the 14th century),
among other ancient writings, but the
words, spirit and music are defiantly her
own and the style is rock opera. Com-
posed forachorus with soloists and rock
band, and mixing professionals and
amateurs, this was a brilliant use ofthe
vernacular to openup the eternal.

Staged in the round, the performance
explodedwith energy. With mixed skills
and equal commitment, there was an
invigorating grain to the music, and the

for two dancers. It
follows what Ruo calls two “tracl he
racist reaction against Chinese immi-
gration to California, and poems carved
into the walls of the immigration deten-
tion centre on Angel Island in San Fran-
cisco Bay. While the second was at times
lovely, it had no dramatic focus and was
dominated by the first, whlch was a

Vavrek. With: -
ing as Ruo, plus individual characters,
the operatic opportunity to show people
fighting through loss and anger towards
understanding was squandered by
Kouyoumdjian’s composing.

The music was monotonous, dour,
with torpid rhythms and inelegant
phrases. Itshowed a hair'swidth of emo-

eries of voiceover
nied by Angela Baughman's ambient
electronics.

‘This was alecture with musical inter-
Iudes, without a dramatic connection
between narration (which should have

3 Wl <
Invigorating: Heather Chrstian's ‘Terce’—urssezma

tional All possible
drama was lost inside an inert lump of
dark, sour soundand fecling. *#ricise

Festival runsto January 21
prototypefestival.org
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Britain's two main political parties are entering an election year promising to fix a dysfunctional
planning system. Yet both need the votes of those who oppose more building to win power.

By Clara Murray

England’s ‘Nimby’ conundrum

derelict former gasworks
near the centre of fast-
growing Coventry, home to
carmaker Jaguar Land
Rover, seemed an ideal spot
for redevelopment. A local planning
imspector certainly thought so when he
recently approved plans to build 700
homesonthesite.

But the decision last October came
only after several years of negotiations,
two refusals and a community outcry.
Along the way, the developer, Complex
Development Projects (CDP), and the
council tweaked everything from the
block’s height to its brick patterns —
leaving its planning consultant “totally
bewildered” by the objections.

Some researchers and commentators
were less surprised. They blame so-
called Nimbyism — “not in my back
yard” — for halting or stalling hundreds
of home-building schemes at a time
when the UK has a shortfall of 4.3mn
newhomes, accordingto one measure.

That has contributed to record rent
rises, soaring house prices and 1.2mn
people on local authority housing lists.
In addition to the large and obvious
human costs, it is also adding to the
country’s stagnating economy, many
acrossthe political spectrum agree.

“Its incredibly hard to get economic
growth unless there are spare homes for
the workers that growing, high-wage
firms want to hire,” says John Myers,
founder of Yimby Alliance, which cam-
‘paigns for more home building (Yimby
isshorthand for “yes inmy backyard”).

Lord Simon Wolfson, the chief execu-
tive of Next and a Conservative peer,
told a panel in December that the
system puts too much power “in the
hands of people who already own” and
“slows down, preventsand increases the
costofbuilding new homes”.

‘Ahead of an election likely in 2024,
both Labour and the Conservatives are
promising reform of planning. Labour
leader Sir Keir Starmer — a self-pro-
fessed “Yimby” — made sweeping
changes to how England builds homes
acentral theme of his party conference
speech in October 2023. (Planning is
devolved to the Welsh, Scottish and
NorthernIrish governments.)

Criticism is
rising abouta

Starmer, party!
poll lead, says he will “bulldoze”
through planning red tape to not only
meet but exceed the target — set by
Conservatives in 2019 of building
300,000 new homes in England per
year. The Conservative housing secre-
tary, Michael Gove, outlined plans in
December that would strip local author-
ities of planning powers if they failed to
deliver updated development plans. But
he stopped short of making government.
targets for housebuilding mandatory —
prompting critics to assert that many
authorities will water down plans and
approve fewer homesthan are needed.

‘Approvals are already decli
following a succession of interest rate
rises, with the number of homesgranted
planning permission in the year to
September 2023 approaching a decline
of a quarter from the same period in
2021, when interest rates were much
lower. With two-thirds of voters agree-
ing that housing has worsened under
the Conservatives, Labour has amotiva-
tion for campaigningon the issue.

The experiences of other countries
show that well-crafted planning
reforms can make a genuine difference.
Changes in France at the turn of the
millennium have been credited with
boosting its supply of affordable hous-
ing, while a relaxation of development
rules in Japan meant that in some years
following the financial crisis, Tokyo
alone started building more homes than
the whole of England. Both countries,
and others, have added far more homes
per capita than the UK.

But the question in the UK is whether
politicians of either party can come up
with something bold enough to acceler-
ate home-building to a level not seen
since the 1970s without antagonising
those whose votes they need to put them
—orkeep them —inoffice.

ousing was also a pressing
issue 70 years ago after
thousands of homes were
destroyed during the
secondworld war.

But a largely unregulated building
boom before the war had sowed the
seeds of a backlash against sprawling
suburbia. The result was the Town and
Country Planning Act, passed in 1947,
which created the greenbelt around
London and atill :

that makes it
too difficult,
slow and

expensive to

build h and

r

i
1 @

M M M M

towns such as Slough, Harlow, Basildon
and Hemel Hempstead.
Initially it worked; between 1951 and

ENT

)

backwhile drawing up their ini

ffthe hook

fora site and many proposcd schemes
are shelved as a result, before formal

1955,1 ilt. Butoppo-
sition to more building soon hardened.
Green belts were introduced outside the
capital and development in England

other vital
infrastructure in
the areas of
strong economic
growth where
they are most
needed

FI montage/Dreamsme

restricted to inthe“local  makeittoo dificult todeliveraproject,”
plans” drawn up by planning authori-  says Stuart Baillc, head of
i di d: property “Local d

made.
“I'm aware of clients of mine that

currently wouldn't even look at certain

districts because the politics of thatarea

[ar a busm:ss model that prioritises
profit over volume and resultsin expen-
sive, low-quality homes.

“Reasons for refusals don’t tend to
include residents’ objections,” says Eliz-
abeth Bundred Woodward, planning
and policy lead at CPRE, a charity that

is really important

Unable to meaningfully increase the
supply of greenfield sites, politicians
resorted to demand subsidies such
as tax relicf on mortgage interest or
increasing housing density in citics.
Neither strategy has delivered enough
homestokeeppace withdemand.

Planners say they have done as best
they can within the confines of the
system they inherited. Across England
asawhole, they point out, almost three-
quarters of all residential applications
andfour-fifths of developments of 10or
more homes were approved last year,
with litlechange over the past decade.

“Planners can't build houses” says
Michael Kiely, chair of the Planning
Officers Socicty, a professional body.
“We've done our job — a significant
amountof applications arc granted”

But the supply of land for develop-
ment remains insufficient and there are
few incentives! foresamngcnmmumtles

. And

The uncertainty is cnabled by the
piecemeal system of local plans, under

and public decisions should be trans-
parent, sheadds. “The p]ammlgsys!em
is d b:

which rules and vary

‘Local democracy is
really important .
the system provides
checks and balances
on how land is used’

widely between even neighbouring
areas, some argue. Anthony Breach,
from the think tank Centre for Cities,
describes local plans as “letters to
Santa”, amounting to little more than
idealistic wish lists. “It’s almost impossi-
ble for a to fulfil every

onhowland |susrd."

She believes much of the slow pace of
housebuilding is because developers do
not want to reduce prices and profits by
flooding the marketwith new homes.

Starmer has pledged to clamp down
©on so-called land banking, where build-
ers sit on land they have acquired for
development in the hope that its value
rises. Over the past decade, 1.1mn plots
‘with planning permission have not been
built upon, claims the Local Govern-
ment Association. The Competition and
Markets Authority isalready investigat-
ing the practice and is due to report its
findings in February 2024.

Emsn:vc'mmcr director of commu-
' Federa-

single criteria,” he adds. “Even if you
follow the rules, you can still be denied

to support more d
areaswith higher house prices — indica-
tive both of high housing demand and
generally wealthier residents —tend to
approve a lower percentage of applica-
tionsto build houses.

The reality may be even worse than
the headline figures suggest. Developers
increasingly seek out community feed-

Larger developments can require as
many as 79 supporting documents,
from air-quality assessments to crime
impact reviews, a recent survey found
Almost half of planning

tion, which repmsenls private develop-
ers, argues land banking is a logical
responsetoanunpredictable process.
“Because [planning] has become so
burcaucratic and delayed, you've got to
have more land so that at any given
pamlvonmnsmbm]d.mg 7 he says.

nothaveanup-to-datelocal plan ot
Others argue that heaping blame
on Nimbys and planning officials lets

bllgllkd" smaller housebuilders, who
cannot afford to hold on to a constant
supply of land, adds Turner. Theirshare

‘These
arent crazy
ideas.

They are
simply
things that
most other
developed
countries
have’

of housing completions has fallen
steeply since the global financial crisis,
Tumneradds

ixing all this is proving

particularly tricky for the

Conservatives, who must

square the concerns of their

'homeowning supporters with
the fear that their vote share among.
young people will vanish entirely if they
don't rampuphousingsupply.

In 2015, the government expanded
permitted development rights to make
it easier to convert vacant commercial
premises into residential use. But liber-
alising PDR has added just over 80,000
net new homes since 2015 — or 6 per
cent of the total supply —and many of
those have been very poor quality.

More recently, Prime Minister Rishi
Sunak has declared his planning policy
to be “brownfield, brownfield, brown-
field”. In theory this will make redevel-
opment more palatable by keeping it
away from leafier areas. CPRE says
1.2mn homes could be built on such
land, almost half of which already has

planningpermission.

But even if all those homes were built,
they would meet less than a third of
England’s housing needs over the next
15 years, 2022 report by planning and
development consultancy Lichfields
said. Much of theland is either contami-
nated, lacks local infrastructure oris not
inplaces peoplewant tolive.

Labour also wants to make use of
brownfield sites and hassaid it will allow
building on waste sites within greenbelt
land. Alan Mace, a lecturer in planning
atthe London School of Economics, says
this would be “an interesting way to
reframe [green belts] as less sacrosanct
and release more land”, adding that the
public tends to think of the protected
space as beingall green —whichitisnot.

“The land is close to existing cities, so
it's where you'd want to build” he says.

Starmer has also proposed the
creation of several new towns on land
bought under compulsory purchase
orders. But this would require revising
21961 lawthat obliges the buyer to paya
price that reflects the value of land with
planning permission secured, rather
than its market value without such
consent, and Mace says building new
towns would still be “very expensive”
evenif the land could be bought much
cheaper. “You've got to run new roads,
sewerage and electricity to somewhere
inthe middle of nowhere,” headds.

Before Starmer can implement his
‘more centralist approach to planning,
he needs to win an election. Private
renters, at the sharp end of the housing
shortage, are significantly more likely
than other groups to say housing
policies will influence their vote,
according to a poll for housing charity
Shelter. But on average just a fifth of
houscholds in Labour’s target co
P oA e LR Ty
are owner-occupied, meaning that
Labour could face the same challenges
that the Conservativesdo whenitcomes
toboostinghousingsupply.

“The local polities of how to grind
through from setting out the big splash
to how it's actually played out in policy
is really tricky?” says Edward Clarke,
lead researcher at Lichfields’ think-
tank, who adds that MPs don’t want to
be seen supporting new housing that
Tocals feel isbeing imposed upon them.

Giving regional mayors more sway
over planning, another Labour idea,
‘might help bridge that gap. But there are
many ways in which policymakers
could be even bolder.

Vienna has kept housing costs low by
‘making subsidised homes available for
rent. But the Lib Dems are the only sig-
nificant party in England with a national
targe for building social homes.

uropean countries, the

The seats Labour needs to win have more owner-occupiers

Rather than spreading

Areas with more expensive homes approve fewer new

and fewer renters than its traditional strongholds develupmems
Average proportion of households by tenure and constituency, England, 2021 C&) England by % of dwellings
Labour Labour gramed and median house price, 2018-22 Region
Conservative® Labour* marginal  target Other* + Average house price London @ Other
020 40 0 2040 0 2040 0 2040 0 20 tI=
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amortgage = 19¢ ape!
£
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outright &
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along roads and railways, development
was to be carefully planned in new

* Excludos Labour marginals and far

Sources: ON; House

rgets
‘Commons Library; DLUHC

m( Iacks rules-based zoning, a system
that preapproves different construction
types within areas along with the infra-
structure needed to support them.
Developments that tickall the boxes are
automatically given the go-ahead.

“These aren’t crazy ideas” says
Breach. “They are simply things that
‘most other developed countries have”

Zoning has proven successfulin other
countries. Auckland in New Zealand
forced councils to allow denser home-
building in 2021. Since then, home
permissions have shot up fivefold and
rents have stabilised.

“The stuff Labour’s proposed is
broadly good, but it's all short term,”
adds Breach. “It might buy us time, but
in the longer term we need to be think-
ing about bigger changes that would
‘make Britain a more normal country for
housing affordability”
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Fear of missing out makes
Alpine resort the ultimate
networking opportunity

“Davos Man” and “Davos Woman” do
not strut quite so confidently these days.
The conference-attending tribe were
identified by the political scientist
Samuel Huntington in 2004 as a global
elite who “have little need for national
loyalty, view national boundaries as
obstacles that thankfully are vanishing,
and see national governments as resi-
dues from the past”. How times have
d L
some 300 public figures and 1,600
business leaders gather for the World
Economic Forum’s 54th annual alpine
rendezvous this week, its globalist
raison d'étre is in retreat. National
fealty is in vogue. Borders are no longer
considered obstacles but protection —at
leastby some.

‘The big state is no longer an anachro-

s Davos still worthwhile?

nism. So what is the point of Davos
now?

Some will contend that the break-
down of the “Davos consensus” makes it
even more important to bring together
globn] political and business leaders.

forun's lofty ambitions often distract |
from the true purpose of the events

G

Despite the
xpense and

opportunity.
When Klaus Schwab founded the
eventin 1971, it was called the European ¢

are multi-
p]wng, with wars raging in Gaza and
Ukraine and Donald Trump sccking a

2
confab, with 450 participants from
31 countries, was aimed at sharing best

returntothe’

“Yet Davos can often become an echo
chamber. There is a risk that some
delegates end up leaving the event with
their beliefs reinforced. The forum
can at times feel like a rant among
like-minded individuals who are
struggling to come to terms with a.
changing reality.

Davos’s strength has never really
been in its ability to proffer solutions
to the world’s problems anyway. For
every panel and speech that imparts
insight, there s likely to be another with
platitudes and experts talking vaguely
about “megatrends” — as is true of
‘many global conferences. Indeed, the

ices among business
leaders. The turbulent decade that
followed led the forum to take up °
economic, political and social matters
too, and politicians were added to the
3 t
The official conference has now
evolved into a somewhat unwieldy
affair, discussing an ever-growing array
oftopics and attracting an ever growing
number of people. This year's pro-
gramme has over 200 sessions, with a
foggy theme of “rebuilding trust”. It has
also become even more costly, with cor-
porate attendance running well into five
figures for tickets, flights and accommo-
dation — and that does not include the

orum. The inaugural  di:
business
lead
politicians and

rambling nature

of the stage
ussions,

hose who want
omingle with
hem continue
oshow up

prerequisite annual membership fees
whichreportedly start at over £50,000.
And yet, despite the expense and
sometimes rambling nature of the stage
discussions, business leaders, politi-
ciansand those whowant to mingle with
them (including journalists) continue
to show up. Fringe events, drinks and
dinners allow organisations to capture
the attention of many of those with the
world’s deepest pockets. Off-the-record
conversations in corridors and hotels
are often more valuable than the rigid
speakingbriefs followed on stage.
Various organisations and countrics
have tried to organise alternatives to
Davosbut never quite achieved the scale
or ambition. On a global scale, the curi-
ousappeal of a snowy week of network-
ing and partying, of garnering social
kudos and hoping for a life-changing
chance meeting, remains undimmed.
Davos's achievement is the perpetual
motion effect: ongoing attendance is
guam.m:admpan by the simple fear of
missingout.

Opinion Technology

The UK must learn to love
the economy it really has

Stephen
Bush

t the close of the 2016
Olympics in Brazil,
Japan's then prime minis-
ter appeared, unexpect-
edly, dressed as Super
Mario. 1don’t know if Shinzo Abe was
agamer, and itisultimately irrelevant:
what it reflected was that he recog-
nised the cultural and economic
power of a character wl:m is one of
Japan's most successful expos
‘Asit happens, one of Ma Manns fans
can also be found at the heart of the
British government: Rishi Sunak used
to play Mario Kart on his Super Nin-
tendo and has described it as one of

Letters
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Britain requires a plan for long-term growth

To build on Andy Haldane’s excellent
observation that the most powerful
thing a powerful person can dois give
away power, Iwill add Harry Truman:
it is amazing what you can accomplish
when you do not care who gets the
eredit (Opinion, January 12).

In addition to the changes Haldane
proposes to the machinery of

the Office for National Smsum Lh]s

Let’s revamp economic
policy across Whitehall
Andy Haldane (Opinion, January 12) is

agency should

national ambition for hngum UK
growth. Critically, it should effectively
‘harness the private sector to catalyse
areas of strategic national interest,
such as life sciences, professional
services, technology and

planand execute forlong term growth. | right o call for reform ofthe UK
that Treasury.

develop the habits of clear dialogue and bomhmmymdmempmngma

collaboration, habits which need — is long overduc and would bea

well-conceived institutional scaffold.
ere are many versions we should
examine and adapt to suit the UK. We
just need to start, and we will move
fastest if we are more concerned with

necessary change for improving the
UK’s long-term growth. I have argued
for this for some time.

Treasury reluctance in 2012, and
‘more recently in the pandemic, to

government, the UK badly needs an entertainment. than in borrowing at very
conomc deveopmentagency smfar | The UK s missingatcutorybody | €5 Venkatakrishnan low long-term rates to finance
to those in Singapore, France that can help government of any Group Chief Executive, Barclays infrastructure i just one of many
Ireland. leeLhellankuIEngland or | complexion, togetherwith industry, to | London E14, UK recent examples of its inability to
prioritise groy
These issues are not new: In the
Middle East conflict canbe | gawx Don't be surprised if Towan | 19305, John Maynard Keynes eriticised
managed but not resolved voters reject woke agenda :I‘Mkﬁm' “‘fg:;f md&f‘ﬂ“mm:d
member of the video gamesindustry. | Sadly, the Atlantic Council's finding Regarding Gideon Rachman's column | Wilson argued that the Treasury was
of gaming that a signi of “experts” “Why1stil believe in America® too powerful, creating the Department
trivial but reflects several important | inits poll believed a Palestinian state, (Opinion, January 9), Donald Tramp's | of Economic Affairs. However, under
flaws common to the broader political | with peaceful relations with lsracl, crusade of retribution and revengeis | Gordon Brown and Tony Blair, the
classinthe UK. A tendencytoconfuse | would exist within the next decade ultimately supported by American Treasury's remit expanded, creating a
contemptfor the newwith sophistica- | (Report, January 13) looks like a citizens who fear the Icft. ‘ministry even more powerful.

tion means that Sunaks interest in
ited

triumph of hope over experience.
The report who these

pleof his “nerdy” habits, or portrayed
asaniche interest or curious preoccu-
i isan i

experts are. However, given the council
is aUS think-tank, basedin

but this is also a pastime that more
than half the British population enjoys
taking part in, and one which, in any

DC—albeit with global
connections — they presumably
include a large number of people who
see the situation in “rational” terms

case, is part of a wider hobby thatis | that take toolittle account of the
almost as ol as numbers (backgam- | highly-charged emotional atmosphere
). in Pal including

‘The UK’ lack of pridecrinterestin | Isracl),

its video games industry is part and
parcel of a tendency that Sunak often
complains about: that the country is
not just bad at maths, but proud of it.
But it also reflects a problem that his
own party is part of: a political class

Even before October 7, few in
Palestine wanted a two-state solution.
The subsequent vicious war means
there is nil likelihood of such a solution
in the foreseeable future. Normalised
relations between Saudi Arabia and

N fou WoulbV'T HAVE SPokEn To ME
Like THAT BEForE | ABbICATED"

Hamas — supported by Iran, that will
" - :

If Trump manages to be re-clected,
itwill be largely in reaction to the
cultural inroads made by the “woke”
or progressive agenda under President
Joe Biden. And, from all appearances,
the progressives are fine with this.
They realise that if you only achieve
20 per cent of your goal, it still
advances the ball that much closer
towards the goalpost.

Progressives play the long game.
Eventually, the electorate becomes
disgusted with conservative
shenanigans and swings the clection
pendulum back to the left. So,little by

Overall, the situation seems no more
soluble than the Falklands/Malvinas

little, ives win; it just may take
longer than they wish. However, do not
be surprised when the lowan voters in

‘While there is a vital need to ensure
the nation’s budget arithmetic adds up,
anew approach is required given the
UK's disappointing growth record, the
need to reduce inequality, and achieve
netzero.

‘The BoE, meanwhile, where change
is equally necessary, lacks diversity of
thought, has a class issue, and its court
and policy committees should have
greater regional representation.

There is a strong argument in favour
of a revamp across Whitehall with
Trespect to economic policy.

Gerard Lyons
Crockham Hill, Kent, UK

the best games ever. Although the  thatfor one reason or aaother sceims Isracl are rather more likely and thus | dispute between the UK and Argentina |- this week's Republican caucus react Correction
ything the coun- offera measurc of hope going forward. | and so can only be managed as bestas | negatively to having “enlightencd”
time to game, he is seemingly sun trydoeswell. Buteven then the region may still be | possible rather than resolved. ideals crammed down their throat. @ The USwithdrew from Afghanistanin
interested — he has ishedread-  Vid nerdy. Bankers plagned by the satellite groups — John Webster Ted Caffney 2021, n0t2020 aswrongly stated in an
ing Tomorrow and Tomorrow and  taketoo manyrisks. Universitiesletir the Houthis and maybe still | Aldershot, Surrey, UK Waterford, CT, US articleon January 15.
Tomorrow, an excellent beach read  too many immigrants. Lawyers are
T 5
‘tooliberal. In any case, far too many of
Alack of pride in its games ﬂlcx;rx:nﬂ'lm?mmﬁﬂ Df;:ﬂa:-' e Indian prime min el e formedical | the ndi
S e ers who will privately compl at 00K Indian prime minister elicopters, mostly or m e Indian government .. . was to
yreflects apolitical  prexit has made their lives harder. recently published some Muizzu irritate the Mald
class that seems to dislike Xh“"’:’u’Y m“ﬁ“*ﬁ‘&““"? ASIA pictures of himself ldesﬂhneufmrch]e Emlcsleﬁ memh:%_my d&;?dl:tnm
) . ey areall areas where the UK excels aning pro- your tourisna) that's
all the country does well  and can and should contimuc o dosoif prompted a surge of and signed 20 agreements ona visitto | states conduct relations says
the country makes the right choices. online support, adiplomatic incident Beijing last week, his first state visit. ‘Mohamed Munavvar, a former
about the complicated relationship  The disdain is not always uniform. M . t and the suspension of three India’s outbound tourism is attorney-general of the Maldives.
between two game designers. As far as financial services go, Sunak odl he government officials in the country’s expanding along with its economy, ‘Munavvar, a former opposition
Sunak is not the only politicianin  has appointed ministers who don't 2 tiny neighbour, the Maldives. and it was the largest source of visitors | party head, also criticised Muizzu’s
the UK who games — but curiously,  struggle to champion the City. Buton ld = d Narendra Modis X account, which | to the Maldives last year. Sowhat response as “very immature”, adding
there is not a single member of the  the Labour side, the government’s Ma es an has more than 94mn followers, posted | Madi says — or in the case of that “India is a big country and our
country’s unelected second chamber  Edinburgh reforms, a relatively small- athread in which he described a visit | Lakshadweep, hints at — matters. closest neighbour, to whom we have to
whose primary source of income scaleset of changesto Britishbanking, the battle Qf o India' tropical Lakshadweep In the Maldives, officals saw the | turn in emergencies, and they have
comes from its video gaming or  were reflexively opposcd. Sunak has islands, in the Laccadive Seaoffthe | posts as an attempt to divert tourists | the right to develop their islands™.
esports industry. It is a striking over-  also hammered universities in order tb e beaches Keralacoast. from its own beaches. A trio of deputy |  Muizzus stance is bold, but it is not
sight given that the UK h: - tospin hi The posts showed Modi interacting | ministers posted derogatory remarks | entirely new. Neighbouring Nepal's
fessional developer studiosinit  on immigration. The Labour party is with residents, bathing in snorkel gear | mocking Modi's attemptsto promote | former prime minister KP Sharma Oli
than anywhere else in Europe. The  less instinctively hostile to universi- d gazi ina Lakshadweep and used an “anti-India narrative to
industry is worth about £7bn a year  ties, but both parties seem to prefer shawl, despite January temperatures including for his sllp[;mn. of Israel. mobilise support at home” when he
and enjoyed by more than half the i 2 UK of smoke stacks and that reach h The afurorein | wasin office, says Constantino Xavier,
population. heavy industry, a UK that has largely “For those whowlshmembmceﬂlc India, which summoned the afellow at the Centre for Social and
Partof that curious absenceisasur-  now long passed, rather than champi- adventurein them, Maldivian envoy for a dressing down. | Economic Progress in New Delhi.
prise knock-on effect of Brexit. When  oning the Lhiny it does well in the mbeunyunrllsh”Mod.\dec]mdm ‘The three officials have deleted their “What changed this time is the
he was prime minister, David Cam-  presentday. the thread, published on January 4. | postsand been ded hich India's hard
cron, together with then chancellor  The coming election will be onc in Indians and Maldivians took the Modis legions of enline supporters | diplomatic response was politically
George O Ed Vaizey, a long- ties talk up the impor- posts asan effort by India’s powerful m]].md using hashtags such as visible at home, through social
serving culture minister and close ally  tance of growth but often accompa- leader to throw shade at his tourism- s and media,” Xavier says. “It reflects” how
of the two, recognised the cconomic  nied by heavy caveats. It needs to be reliant neighbour and promote Indian i “been i
contribution of the UK’s gaming growth from the right people, from Lakshadweep as an alternative. business, often keen to curry official | foreign policy to mobilise domestic
industry. They introduced whatwasat  industries that aren't too uncool, too The fallout from the battle of the favour, chimed in: the Indian political and electoral support”.
the time a pioneeringtaxbreak (other  liberal, too Remain-y, or too concen- beaches speaks volumes about Chamber of Commerce’s Aviationand | In recent months the Modi
countries have since sped ahead in  trated in the wrong places. But what regional geopolitical tensionsanda | Tourism Committee asked trade government has shovwn itsclf
terms of generous incentives). the UK really needs is growth, full ) rising India that does not hesitateto | groups ing the Maldives in nationsin
But between Cameron's exit and  stop. Part of how it might get there isa < wicld its clout against smaller in light of “anti-India feclings” voiced | their place, as in the case of the recent
Sunak’s arrival in Downing Street, political class which learns to like the countries that cross it. by Maldivian offiials. Booking agent | diplomatic showdown with Canada.
government interest intheindustryas  things the country does w:;:‘ mtl\;r The wmlmm e New ip said it 'WMuizzu for now s pushing back.
away im- “ought” todo Delhi when it el President he d ion an e may it that 't
ply spend time with was fairly mini-  well, or wishing that the things it did Mohamed Muizzu, who ran on an pnbhshcdadswthxtcﬁed,mthth: give you the licence to bully us?’ he
mal. If Cameron had remained in  well were older, more macho or “India Out” platform. About 75 Indian | slogan “Nation First, Business Later”. | said on Saturday.
officeuntil2020, as hehad planned,at.  involved more heavy machinery. military personnel are stationed on ‘The escalating spat has alarmed
least one of the people elevated to the by John Reed the island and operate two some Maldivians. “If the intentionof | john.reed@ft.com
House of Lords might have been a stephen.bush@ft.com
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Poland's ‘iron broom’ shows that democrats can bite back

Maciej
Kisilowski

ince taking power last month
after his victory in Poland’s
October elections, Prime
Minister Donald Tusk has
opted for aradical reckoning
with the former populist regime. Early
signs indicate that his bold approach

ture ministry summarily dismissed the
station’s board and stopped broadcasts
to prevent the outgoing leadership from
inflaming tensions by airing live the

Poland’s accession to the European
Public Prosecutor’s Office.
These decisive, if heavy-handed,

residency
for calm. He also initiated a procedure
topardon the arrested; pn]mcmms

globally ing for strategies to

takeover of

Last week, Poland was stunned by the
arrest of two prominent rightwing poli-
ticians, including the former interior
‘minister. Both were duly sentenced for
abuse of power but believed they could
hide from justice in Duda's presidential
palacein Warsaw. The police, controlled
by the Tusk government, proved them
wrong. After Dudaleft is residency for
ameeting, both

In May 2023, Tusk — then the opposi-
tion leader — promised to “clean up”

Poland, ravaged by cight years of popu-

Another struggle invalves the prose-
cution service. A law passed a few
months before the October election

deal with populists. In the US, for
«example, there is intense debate about
whether the protracted legal cases
against Donald Trump arc boosting his

White He

Somewhat it tuitively, this
move is a victory for the rule uf law.
Duda’s pardon de facto nullifies his
illegal attempt to absolve both officials
in2015. A path might be opening up for
Poland to access the EU’s post-pan-

The populist electorate
seems disengaged and
demobilised since the new
administration took over

£

Second, populi ives are rarely
heroic. Consider the desperate attempts
of Jair Bolsonaro, Brazil's former presi-
dent, to avoid arrest by hidingin the US
afterhis 2022 election defeat. Dudawas
affected by the pleas of the wives of the
two sentenced officials, who seemed
terrified that their husbands would
serve long jail terms. He realised the
only way tosave hisallies was to pardon

Yet perhaps the most important sign
of the strength of Tusk’s strategy has
been the tepid response of PiS voters.
Protests around the public TV head-
quarters gathered at most hundreds of

ople. A Warsaw march on January 11,
widely promated by the opposition, had

Finally, today’s rightwing populists
— from Trump and Hungary’s Viktor
Orban to Jarostaw Kaczyriski, the PiS
leader — are intrinsically Darwinian in
their worldview. They have built their
political personas on the belief that
might is right and that they can win by

Growing income
inequality is
driving public
mistrust

Sandrine
Dixson-Decleve

his year's World Economic
Forum at Davos is focused
onthe theme of “rebuilding
trust”. The topic could not

list rule, “with an iron broom”. Many ~ attempted to tie the hands of Adam tens of thousands of attendees but did  ruthlessly cxploiting_democracy's be more timely, with public

commentators saw this as mere postur-  Bodnar, Tusk’s justice minister and  Perhaps Tusk’sappi fFers h not turn i inherent drift and i Tusk | trustin still low in many

ing. But Tusk’s nitial weeks in power 2 former ombudsman. The law trans-  To be sure, the new has  ary S Capitolin 2021 biteback. | countries. Yet ifthose gathered in Swit-

have shownth i ferr witha i While many things can go wrongwith  That will c:rhm]y ot endear himto | zerland are serious about tackling
Days alter President Andrzej Duda,a  a nominal “deputy”, a right of experts questioning the procedural  the iron broom” approach, three things  the rightwing electorate, but it can

staunch ally of the former ruling Law
and Justice party (PiS), swore in Tusk's
government, Poland’s politicised public
television station, notorious for its xen-
ophobic, hemophobic and racist mes-
sages, abruptly went dark. Tusk’s cul-

tive who cannot be sacked without
Duda’s approval. But Bodnar declared
the deputy’s appointment void. He
also sent nearly 150 from

declining trust, they must also raisc

lucrative Warsaw posts back to their
provincial offices and announced

Tegality of some of the recent moves. explain the success so far. First, the pop- ~ engendera respect
But the results are notable. The tone  ulist electorate seems di and  and, ultimatel “We are living in a time of phenomenal
of public TV has changed ilised since the new extremes. Between 2019 and 2020, glo-
letely, while the f hief. took aver. As this may not last forlong,  The author i of d thanat
utive gave up the fight and resigned. it is wise for I teg) entral E versity . any time since the second world
Duda condemned the arrests at his  frontits opponents early in its tenure. in Vienna war. When it comes to income inequal-

Taiwan can
still avoid
Ukraine’s fate

GLOBAL AFFAIRS

iJinping thinks that history
is moving his way. Visiting
Vladimir Putin in Moscow
last March, China's leader
told the Russian president:
“Right now, we're seeing a change
unseen in 100 years and we're driving

regard Ukraine and Taiwan, respec-
tively, as territory that rightfully
belongs to their nation. Putin’s rhetori-
cal acceptance of an independent
Ukraine was insincere. And the drive
to “reunify” Taiwan with the mainland
islongstanding Chinese policy.

The second link is that both Putin and
Xi argue Ukraine and Taiwan lack any
real autonomy, and are being used as
tools of a hegemonic and aggressive
America. So reclaiming Ukraine/
‘Taiwan for the motherland would serve
a double purpose. It would fulfil the
historic destiny of Russia/China. And

ucces: i i

victory in the “great patriotic war”
against the Nazis. Xi, like Putin, claims a
key role for China and the Communist

thischange together” sive blowagainst USglobal powerin two,
‘That exchange was heard around the  key theatres: Europe and Asia. Hence
world. Xi’s words were scen as aclear  the changes “unseenin100 years™.
endorsement of Russia’s invasion of The chance to be a world-historical
u — and a suggestion that China, ~figure is surely alluring fora strongman
to0, il soon play s part in *driving  leader. And Putin and Xi fit that
thi “The i for Tai- mould. The Russian and

wan were chilling, given Chin's long-
standingthreats tofnvade theisand,
mmmhlv

Chineseleaders have both changed their
country’s constitutions to extend their

backon the global agenda i

periods in power. forlife. Both
men have also d a cult of

this weekend’s Taiwanese pr:sld.:)lha]
election. In the run-up to Saturday’s
vote, the Chinese Communist party
warned Taiwan’s voters to make the
“right choice” between peace and war.
But Taiwan made the “wrong” choice, as
Beijing sees it — electing Lai Ching-te of
the Democratic Progressive party, who

personality and instilled fear in those
around them.

Putin enjoys intimidating his closest
acolyteson cameraand has imprisoned,
killed or driven into exile his most
dangerous opponents. Xi has conducted
repeated purges of China’s top leader-
ship. the longer they are in power, the
to dwell

There are some clear similarities
between Taiwan’s perilous position and
thatof Ukraine before 2022.

The first is that both Putin and Xi

ontheirown place in history.

‘That preoccupation with history has
led both leaders to focus on the second
world war. Putin has fetishised Russian

party
Even as they insist that history is
‘moving in their direction, both Putin
and Xi betray some anxiety that events
‘may actually be moving against them.
‘The Russian leader’s decision to launch
a full-scale invasion of Ukraine in 2022
was probably driven, in part, by a fear
that Ukraine was slipping irrevocably
out of Russia’s grasp. If he did not act
i as the tsar

pc)ldlllllm swmgback to the more
p Lai's victory

of its military has been repeatedly
purged for i

suggesls that, on the contrary, the
DPP is now Taiwan’s natural party
ofgovernment.

‘Ihat has grim long-term implications
for China's aspirations. The growing
number of Taiwanese who identify
primarily as Taiwanese, not Chinese, is

I for Beijing Once

‘There isalsoacrucial difference in the
position of America. The US govern-
ment supported Ukraine’s independ-
ence, but joe Biden made it clear that
the USwould not go to war to defend the
country. With Taiwan, the positions are
reversed. America does not recognise

d reiterated

again, there arc obvious parallels with
Ukraine, where an increasing stress

alarmed

quickly,
who “lost Ukraine”.

There is a clear danger that Xi will
come to the same conclusion about
“raiwan. After eight years of a DPP presi-
dency under Tsai Ing-wen, China hoped
the recent election would see the

Catastrophic co
incurred by Russia for
its ill-fated invasion
will surely give Xi pause

that position after this weekend’s elec-
tion. But Biden has said repeatedly that

on Ukrainian culture offended and  the USwould fightto defend Taiwan.
And then there is geography: Russia
But does i wil land
decide that he has to follow Putin’s  border andstill got bogged d income i

example and use force to achicve his

ity, the most compelling example is the
exorbitant pay divide between chief
executives and workers. In 2022, CEOs
in the US were paid 344 times as much
as a typical worker, compared with 21
timesbackin1965.

Equally concerning is the so-called
wealth gap, with the fortunes of billion-
aires havinggrown by 109 per cent over
the past decade. According to Oxfam,
during the pandemic, a new billionaire
was created every 30 hours. But this
wealth hasn't trickled down tothe 1.7bn
workers livingin countries where infla-
tionis rapidly outpacing their wages.

Such dividesare the sign of something
fundamentally wrong with the system.
The concentration of immense wealth
in the hands of a few can bring dispro-
portionate influence over governments,
entrenching even deeper divides. The
results? As Earth4Alls Social Tension
Index concludes, with worsening ine-
quality, social tensions will continue to
rise in this century, fuelling populist
nationalism and the erosion of democ-

While billionaires have
massively increased their
wealth, governments
have become poorer

racy and public trust around the world..
Yet economic inequality is a political
choice. While billionaires have mas-
sively increased their wealth, govern-
ments have become significantly
poorer, with the share of wealth held by
public actors now close to zero or nega-
tive in rich countries. To address the
issue, governments will have to raise
funds, while also redistributing income
and wealth. Here are three critical tax-
based measuresthat they can take.
First and foremost, governments
‘must increase tax progressivity. Coun-
tries with such schemes have lower
lity, because their gov-

wmuld have 1o attempt an amphibious

the US believes that Xi

by ha
paid for its ill-fated invasion will surely
give Xi pause. Chinese officials some-
times argue that their own forces are
larger and more formidable than those
of Russia. But Putin had a battle-hard-
ened military at his disposal —which he
had used successfully in Syria, Georgia
and Chechnya. China has not gone to
war since 1979 —and the topleadership

‘hastold his forces to be ready to invade
Taiwanby 2027, The task of Taiwan and
America is to make sure — when that
date rolls around — Xi decides that it is
still too risky to invade. The Chinese
leader may never sce the “changes
unseen f " that he d f

ernments have sufficient revenues for
social spending. But in high-income
countries, the top marginal tax rates on
corporate income have declined in
recent years. And only a few govern-
‘ments in low and middle-income coun-
tries use progressive taxation to reduce
inequality. Indeed, some are being
forced by IMF-driven austerity policies

1bli di ive tax-

gideon.rachman@ft.com

David
Simon

t the end of December,
South Africa petitioned the
International Court of Jus-
tice to declare that Israel is
committing “violations of
the genocide convention”, and to seek
junction forcing Israel to cease its
Caza campaign if it is found to involve
such violations. As the case gets under
way, it is worth consideri isand

standing either as complainant or
defendant at the ICJ. Only the ICC could
provide a path to accountability for the

bloodshed of October 7.
In terms of the conflict in Gaza, the
stakes are higher. h Africa

private individuals), did indeed repre-
sentsuch an expression.

The court will also consider the
appropriateness of South Africa’s
zequest for “provisional mmms-,

A huge amount is at stake in the IC[ s genocide judgment

probably be limited given that the 1)
lac

tion will have shrunk to a toothless
irati nan

cks any sort of power.
The same court issued an order for the
removal of the Isracli barrier in the
occupied West Bank. A].mosl. 20 years

alleges violations of the genocide con-
vention — allegations Israel calls “pro-
foundly distorted” — the court would
ultimately Tude that Isracl

ations in Gaza. The petition also says
that Israel, nment as

e, rier still stands

Thc snkcs are highest at th: ]EVCI of

awhole, has an obligation as a party to
to prevent all genocide

has committed one or more of the geno-
cidal acts listed in the convention and
that it did so with “the intent to destroy,
in whole or in part, a national, ethnical,
racial, or religious group, assuch”.

“I'he latter qualification constitutes a

is not atstake, for those involved in the
conflict, the credibility of the IC) and

it is likely to occupy much of the case
shoulditgettothe level ofa full hearing.

At the individual level, littl

Should it call for measures
that are not implemented,
all the court’s decisions
would be devalued

the potential identification of an ongo-
mgnt\lahnnns genocidal would force all

enduringcommitment.
that would be a tragedy for global
The idea of i

ationmust therefore be prioritised.

The second step is wealth taxation.
A wealth tax starting at just 2 per cent
annually for multimillionaires and ris-
ingto5 per cent annually for billionaires.
could generate $2.52tn a year. Taxing
the super-rich may also be key in
addressingthe climate crisis — the rich-
est10 per cent account for about half of
global carbon emissions.

‘Third, governments must enact wind-
fall taxation on the extreme profits that
have been generated by corporations in
recent years. Oil companies including
12, tixxonMobil, Chevron, Shell and
combined record

human rights s that there should be a
universal bascline protecting individu-
als from arbitrary harm no matter
where they live. International human
rights law, in bothits civil and eriminal

pos
profits of $200bn in 2022. As things
stand, most of this money flowed back
directly to executives and investors.
Instead the revenue claimed back from
fossil fuel industry windfall profits
those whoare

of the to con- is the best hope to enfi
front their obli ions. T veisvio- * struggling with rising food and cnergy
ity with an operation. To choose not to  lent conflict, rarely effective even in . prices,or with theeffects of the climate
would be to holding that tobejust ornecessary. crisis. And of course it must be redi-

genocide is only “an odious scourge” (to
quote the convention) when countries
who are not your friends doit.

The credibility of the ICJ itself could
also be at stake. Should it callfor meas-

tor the moment. The 1() hears disputes
between state parties, not charges
e The "

The 21st century ought to be about
strengthening institutions — such as the
IC] and the genocide convention — that
hold a promise of supporting human
rights protections in lieu of conflict.

rected to the just energy transition.
Alewyears ago, UN secretary-general
Anténio Guterres gave a speech in
which he asked: “Will we succumb to
chaos, division and inequality? Or will

agains!
Criminal Court has had an open investi-
gation into potential crimes committed
byall parties in Isracl and the Palestin-
ian territories since at least 2021. Since
Hamas is not a “state party”, it has no

whetherthe crimes, including i over all  Rejecting them would be a step back | we right the wrongs of the past and
i I Defense ‘hichit has influence, This of ouldbe devalued.Ifthe  towardsan eraof “might makesright” —  move forward together for the good of

impelled by “an intent to destroy” ral-  the li i s ly 10t dete i d  both within and bcmm. nations. That | all?” w: are at a point where l:ﬂdﬂ's

estinian nationals in Gaza forthe IDF’saction: thepol-  rejects the thecourtcouldface isasorrystateof for Anewglobal

the fthecam-  icy of limiting humanitarian reliefand  accusations of big-power favouritism,  the prospect & dealing with all global : on economic inequality is long overdue

paign itself. South Africa argues that  any genocid utteredby  mo well reasoned jts expla-  problems, from public health risks to : but essentialflcaders areserious about

videos of soldiers dancingas they sang  its members. i i it e P e ey

in celebration of “killing the descend-
ants of Amalek”, along with statements
by awide range of Israeli officials (and

while the court might very well find
grounds for granting those provisional
‘measures, the direct impact would

convincing enough to grant the
requested measures, and they then

‘the writer is director of the genocide
e Yale Universi

remain the conven-

The writer is co-president of the Club of
ive chair of Earth
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Investor acti

m: rich pickings in UK blue-chips

Governance remained the biggest issue for activist investors last year. But challenges against operations and

the most. Campaigns in

UK equity market have yielded the greatest

Alarger share of

Changing activist demands
Per cent

MSA = Capital allocation

UK valuation gap
Price fo forward eamings rafio
= MSCI All Worid

How campaign targets perform
Average outperformance by driver
C: points)”

2 make a comeback after years of fierce =0 sl = Valuation multple gains over 368mn monthly ones. This metric,
Baidu: share fall shows competition for ad dollars. The = Other CIErER = MSCI UK index. Earmings per share gains invented by Twitter, tracked accounts
US hold over China Al populsrity of China's short-video —0 0 1o | thatlogeed in and could be shown

platforms have bteredsles ot Bic's | e *° T T m———r|
China's answer to ChatGPT, Ernie Bot, | core business, online marketing. P — ? | forits failure o produce regular annual
can answer all kinds of difficult user | Search growth had started slowing “ ) 5 — & | profit butuser growth was more
questions. To investors, it is the answer | more than a decade ago. uy — 7 consistent — up more than a quarter
to the slowing growth its maker Baidu Strong demand for Ernie Bot and | 40 8 Aol — 6 | over the previoustwo years.
has faced. But aplunge inthe Chinese |- relted services should also boost | 50 ol — s ‘Musk declarcd that under his
earch gi Yesterday reflects ing cloud | 1o + | stewardship Twitter use would
how fragile the local tech sector is. services and smart cars. But all that explode, reaching a billion people by
Shares of Baidu fell 12 per cent, the relies heavily on funding and access to 30 5 B 2024. This will not be the case. But nor
‘most in more than a year, after a report | advanced technology. The US has 20 2 have users abandoned it.
linked its Ernie artificial intelligence already banned investment in some 10 1 Popular users such as Elton John
platform to key Chinese military areas of China’s high-tech sectors o o o | stoppedusing the platform in protest
research. The report said an institute | including AL A bigger blow comes from Al UK only at changes that Musk has made to
e People’s bemg :L:fuff e chipe 2019 2020 2021 2022 2023 2019 20 2 22 23 2 oo e i
Liberation Army th trols on advanced Saure 1586 Sorce varer & Marsal information Musk has volunteered, for
cyberwarfare had tested its Al system clups usr:d for Al development and the what it is worth, it appears that over
on Ernie. Baidu denied any affiliation | equipment used to manufacture them The UK undervalued in twoways. Thm arcfewer | root cause. The repercussions, user numbers are rising. By November
or partnership with the institute and | are proving tough to b stock market s to global nfl however, are clear given the rise in 2022, one month after his acquisition
said it had no knowledge of the Yesterday’s report rekindled concerns |  activist shareholders. Campaigns rose | families or founders, ol private equity-back and | ofth lete, he said
research project. about an scalaion of US sanctions. across Europe last year, accordingto | influence over the company. a growing roster of companies,such | daily users had topped 259mn.
 outsized scll-off Baid down a quarterin data from Alvarez & simplybe | as Tui, CRH and Ferguson, opting to Since then, Musk has opted to focus
concerns. The firstis how important | the past ycar and trade atjust 10 times | Marsal. The UK was LI|< most popular | ripe for their intervention. A&M's ‘move their listing overscas. on monthly users. This summer he
Baidu's chatbot has become toits forward earnings, less than halfthatof | location /ear running. rrE The A&M findings add weight to posted a chart claimingthe platform.
future earings. The second isfust how | global peers including Coogle. T o e i e | et the optimists’ case: that UK stocks had more than 540mn monthly users
much of th ook i Chinals ATh to cquitymarket | governance or environmental and trade at lower multiples because they | —up almost 50 per centsince late 2022
subject to US influcnce. Baidu has been. | perform i i malaise. But th appear to i lower offer lower eturns and that, once according to cstimates from cmarketer.
recognised as China's top Al developer | is high. have had some success. Twoyears | those that home in on operational adjusted for ths,the discounts often Documents seen by the Financial
recently thanks to the launch of Ermie after drive, i ts, i I | Ticnes show the campany claima more
Bot. The chatbot gives Baidu a Chinese the data says, UK company share where short improve UK operating out tu than in the US. IfUS users
first-mover advantageahead of much | Deurtsche Bank: unlikely prices beat the wider market by 92 | takeover offers, y'nc]d:d positive results | yield better outperformance thanin | still account for about 18 per cent of the
bigger tech rivals such as Tencent. per cent. US and Europe campaigns | at deals for tobacco group Swedish other markets; 15 per centinthetwo | total, as they did before Musk owned
‘After its launch to the public in to acquire other lenders e il s e (|| R e e | e e Twitter, the 540mn monthly global
August Ernie Bot had attracted more per cent onaverage. The UK market trades at roughly a N L A [ i
than 100mn users as of the end of Deutsche Bank has long hoped o  The UK appen o actvt one-thi discount to global | both executi reformer: i areis
2023. Baidu's sales for the quarter of its | be G sense. Not only does | stocks. There s much debate abx sting e o et s
launch have alrcady beaten cstimates. | Its parochial valuation defcatsit. e e e gl [ e ey et rﬂ:smap: obalivls, shouldalso | Sensor Tower Apptopiaand
Aboost to advertising revenue from The German lender is onc of the other Buropean markets but share | outlook, income-focused investorsor | lookcloser toh hat the
the chatbot is expected in results for | world's cheapest banks, tradingat five | registersare morc open. Larger free | waning money is the S network’s pc-pn]anty has dipped this
the final quarter of st year times forward earmings and under 40 year. Similarweb estimates that by
Itis a rare ch: the company to | per cent of book value. This September 2023, visits via desktop and
makes market chatter about it buying mobile were down 14 per cent year on
another bank, such as Commerzbank | hard-carned common cquity tierone | Adam Terelak, despite their similar Musk’s X: user resilience | year. Changing the company name
T e or ABN Amro, a dubious prospect. capital buffer of 139 per cent, sized balance sheets. But a deal could from Twitter to X has caused
While the ECB oversees eurozone meanwhile, would rankle with involve offsets in the same ballpark, may be its saving grace e,
= L2monhraling  — ADS"prcs | banks local egulaionsuchasmational | sharehokdersfmpingedon payouts. | esing upmuch of th negtive However, those data sites also showa
ebi Gannual % change) | deposit sch icates deal: goodwill benefit. Th statessill | Elon Musk’s impulsive $44bn purchase | dipin traffic to other social media sites.
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Investor the fair value the valuation required for these all- and, in one investor'scase,a 7L5per | site after Instagram and Facebook.
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ACROSS

1 Material AP submit close fo deadline (8)
5 Spooner’s computer-aided design plan's
rash (6)

10 Begging’s initially ignored at the front:
[}

11 One who wanted more food around
lunchtime .. ham?

12 Elegy lass arranged classically (9)

13 Tenor dipped into band's drug supply
)

15 Firm bed can make you suffer (3,2)

16 One can find slugs in these bedrooms
®

19 On which one might find Derby and
Kilmarnock? (8)

20 You could say locum has love for speed

21 Philosophical type objects fo icing
cakes (5)

23 Bums released them thus honed with
edits (3,6)

25 Assign a use for radios (7)

27 Drink In Guam or Osorno (7)

28 Big star in Cheers (6)

29 one punching sick Spartan fighter (8)

DOWN

1 Don't start affair or partnership (8)

2 I only appear out for a music producer
65

3 Those that could stab heels (9)

4 Duds flipping game models modelled
)

& See you fuss over independent son (5)
7 Energy sources for commercial heavy
industry (3)

8 Fishbar?(5)

9 Yen to visit country .. Palestine? (4,4)
14 Bitter icon 1 am sour about (11)

16 Catholic quick fo have sex In
moderation (8)

17 Reach lowest point pulling a moony
obviously! (6,3)

18 Toilefs not working in stalls (4,43

21 Found time fo be sat on by heavenly
body (5)

22 The sound of cheers in prison (5)

24 Satellite the French sent up on Ariane
Cnot Il V or VI) (5

26 Tailed fruit or vegetable (3)
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Navigating Cyber Risk
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Healthcare under

aftack

Governments are

strengthening cyber

security standards to

protect patients and

networks
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Security Experts promote generative artificial
intelligence solutions, writes Hannah Murphy

Is Al the

best defence
against cyber
acks?

d

rtificial intelligence
technology has been a

buzzword in cyber secu-

rity for a decade now —

cited as way to flag vul-

nerabilities and recognise threats by
carrying out pattern recognition on
large amounts of data. Anti-virus
products, for example, have long
used Al to scan for malicious code, or
malware, and send alerts in real time.
But the advent of generative Al,
which enables computers to generate
complex content — such as text,

audio and video — from simple
human inputs, offers further oppor-
tunities to cyber defenders. Its advo-
cates promise it will boost efficiency
in cyber security, help defenders
launch a real-time response to
threats, and even help them outpace
their adversaries altogether.

“Security teams have been using Al
to detect vulnerabilities and generate
threat alerts for years, but generative
Al takes this to another level,” says
Sam King, chief executive of security
group Veracode.

“Now, we can use the technology
not only to detect problems, but also
to solve and, ultimately, prevent
them in the first place.”

Generative Al technology was first
thrustinto the spotlight by the launch
of OpenAl’s ChatGPT, a consumer
chatbot that responds to users’ ques-
tions and prompts. Unlike the tech
ology that came before it, generative
Al “has adaptive learning speed, con-
textual understanding and multi-
modal data processing, and sheds
the more rigid, rule-based coat of

traditional AT, supercharging its secu-
rity capabilities,” explains Andy
Thompson, offensive research evan-
gelistat CyberArk Labs.

So, after a year of hype around gen-
erative Al are these promises being
delivered upon?

Already, generative Al is being used
to create specific models, chatbots, or
Al assistants that can help human
analysts detect and respond to hacks
— similar to ChatGPT, but for cyber
security. Microsoft has launched one
such effort, which it calls Security

Negotiating with
hackers

How fo deal with a
ransom demand and
how to avoid paying it
Page 7

Industrials and energy
Ransomware attacks are
now the most prevalent
threat to large
businesses

Page 8

Cyber aftacks reveal fragility
of financial plumbing

Markets

Banks and traders
lack crisis plan, says
Hannah Murphy

Cyber security training
Creafing a security-
focused worplace can

_ help reduce
attacks
Page 10

When the New York arm of
China’s largest bank was hit by
a ransomware attack in
November, disrupting the
$25tn US Treasury bond mar-
ket, it proposed sending a run-
ner across Manhattan to US
bank BNY Mellon armed with
a USB stick of data to help set-
tletrades.

For anindustry that has long
been known as one of the most
resilient, well-resourced and

highly regulated in terms of
cyber security, the hacking of
ICBC revealed the alarming
fragility of interconnected
financial systems — and the
lack of sophisticated contin-
gency planning for a crisis.
And it was not the only big
cyber attack to hit the sector in
2023. Dublin-based technol-
ogy group Ion Markets was
also targeted by ransomware
earlier that year, which
knocked out parts of the finan-
cial plumbing that underlies
the vast derivatives trading
industry — forcing customers,
at one point, to revert to old-
fashioned paper ledgers.
According to a recent Bank
of England survey of UK

market participants, the risk
of such attacks is now deemed
the number one systemic risk
to the financial system.

“The financial sector is grap-
pling with an escalating
onslaught from cybercrimi-
nals,” says Tris Morgan, man-
aging director of security at
telecoms group BT. His com-
pany’s data reveals, on aver-
age, “more than 46mn signals
of potential cyber attacks
every day, worldwide” — with
‘banking emerging as the most
vulnerable industry.

Hackers target financial
groups not just in an attempt
to steal funds directly, but also
to extract troves of highly sen-
sitive personal information to

then employ for further
attacks, or to threaten to leak,
asanextortiontactic.

According to Steve Stone,
Head of Rubrik Zero Labs at
security group Rubrik, finan-
cial services organisations
already hold 20 per cent more
data than those in other sec-
tors. “More data means a
larger surface area to target
and more potential blind spots
for [chief information security
officers],” he says. “It is typi-
cally at the fringes where visi-
bility is atits lowest and where
gaps in security lie.”

Indeed, experts note a shift
by increasingly bold cyber
criminals from selling card
data on underground market-

Payment on demand:
ICBC, China’s largest
bank, was hit by a
ransomware attack

in November
Dzmitry Kliapitski/Alamy
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Chat show: Generative Al bots
are already helping human

analysts to detect hacking
Laurence Dutton/Getty Images

Copilot, while Google has a model
called SEC Pub.

“By training the model on all of our
threat data, all of our security best
practices, all our knowledge of how to
build secure software and secure con-
figurations, we already have custom-
ers using it to increase their ability
to analyse attacks and malware to

create automated defences,” says Phil
Venables, chief information security
officer of Google Cloud.

And there are many more specific
use cases, experts say. For example,
the technology can be used for attack
simulation, or to ensure that a com-
pany’s code is kept secure. Veracode’s
Kingsays: “You can now take a GenAl
model and train it to automatically
recommend fixes for insecure
code, generate training materials for
your security teams, and identify mit-
igation measures in the event of an

identified threat, moving beyond just
finding vulnerabilities”

Generative Al can also be used for
“generating [and] synthesising data”
with which to train machine learning
models, says Gang Wang, associate
professor of computer science at the
University of Illinois Grainger College
of Engineering. “This is particularly
helpful for security tasks where data
is sparse or lacks diversity,” he notes.

The potential for developing Al
cyber security systems is now driving
dealmaking in the cyber sector —
such as the $28bn acquisition of US
security software maker Splunk by
Cisco in September. “This acquisition
reflects a wider trend and illustrates
the industry’s growing adoption of Al
for enhanced cyber defences,” says
King. He points out that these tie-ups
allow the acquirer to swiftly expand
their Al capabilities while also giving
them access to more data, to train
their Almodels effectively.

Nevertheless, Wang cautions that
Al-driven cyber security cannot
“fully replace existing traditional
methods”. To be successful, “different
approaches complement each other
to provide a more complete view of
cyber threats and offer protections
from different perspectives”, he says.

For example, AI tools may have
high false positive rates — meaning
they are not accurate enough to be
relied upon alone. While they may be
able to identify and halt known
attacks swiftly, they can struggle with
novel threats, such as so-called “zero
day” attacks that are different from
thoselaunched in the past.

As AT hype continues to sweep the
tech sector, cyber professionals must
deploy it with care, experts warn,
maintaining standards around
privacy and data protection, for

example. According to Netskope
Threat Labs data, sensitive data is
shared in a generative Al query every
hour of the working day in large
organisations, which could provide
hackers with fodder to target attacks.

Steve Stone, head of Rubrik Zero
Labs at data security group Rubrik,
also notes the emergence of hacker-
friendly generative Al chatbots such
as “FraudGPT” and “WormGPT”,
which are designed to enable “even
those with minimal technical” skills
to launch sophisticated cyber
attacks.

Some hackers are wielding Al tools
towrite and deploy social engineering
scams at scale, and ina more targeted
manner — for example, by replicating
a person’s writing style. According to
Max Heinemeyer, chief product
officer at Darktrace, a cyber security
Al company, there wasa 135 per cent
rise in “novel social engineering
attacks” from January to February
2023, in the wake of the introduction
of ChatGPT.

“2024 will show how more
advanced actors like APTs [advanced
persistent threats], nation-state
attackers, and advanced ransomware
gangs have started to adopt AI” he
says. “The effect will be even faster,
morescalable, more personalised and
contextualised attacks, with a
reduced dwelltime.”

Despite this, many cyber experts
Temain optimistic that the technol-
ogy will be a boon for cyber profes-
sionals overall. “Ultimately, it is the
defenders who have the upper hand,
given that we own the technology and
thus can direct its development with
specificuse cases inmind,” says Vena-
bles. “In essence, we have the home-
field advantage and intend to fully
utiliseit.”

R

]
‘More data
means a larger
surface area
tofargetand
more potential
blind spots’

places to deploying ran-
somware — which is becoming
easier in an era of generative
artificial intelligence and off-
the-shelf tool kits. In 2023, the
number of ransomware
attacks in the finance industry
surged by 64 per cent, and was
nearly double the 2021 level,
according to Sophos, a cyber
security company.

Luke McNamara, deputy
chief analyst at Mandiant
Intelligence, Google Cloud’s
cyber security business, adds
that “entities within the finan-
cial sector” can also be a target
for “espionage actors”, such as
nation states, because they
play arole in “politically sensi-
tive functions, such as sanc-
tions enforcementand compli-
ance, or financing of high-pro-
file or controversial projects”.

The stakes are high. Accord-
ing to Philippe Thomas, chief
executive of tech due diligence
and audit tech group Vaulti-
num, hacks could lead to finan-
cial loss, disruption to a coun-
try’s financial infrastructure,

and even threats to political
stability “as confidence in
financial markets is essential
for global economic health”.

In October, Lloyd’s of Lon-
don warned that a significant
cyber attack on a global pay-
ments system could cost the
world economy $3.5tn.

Beyond bank runs and insta-
bility, in a market where cus-
tomer trust and confidence is
vital, “a cyber breach can trig-
ger immediate financial and
reputational damage for fin-
tech vendors themselves but
also for the banks and brokers
that rely on their software to
trade clients’ money on public
exchanges,” adds Thomas.

So where are the vulnerabili-
ties? Ina 2023 KPMG survey of
142 banking CEOs, only 54 per
cent said they were “well-pre-
pared” for a cyber attack, with
those feeling underprepared
blaming the increasing sophis-
tication of attackers, talent
shortages and a lack of invest-
ment in cyber defence. How-
ever, some expressed a hope

that nascent generative Al
technology could help bolster
their cyberresponse.

This general lack of prepar-
edness extends to monetary
plumbing. A 2023 IMF survey
of 51 countries found that 56
per cent of the central banks or
supervisory authorities do not
have a national cyber strategy
for the financial sector, and 64
per cent do not mandate test-
ing and exercising cyber secu-
rity measures.

There is a consensus that
financial services organisa-
tions need to invest in cyber
attack simulations, stress test-
ing, contingency planning,
and crisis response. Stone says
that, to mitigate risks, they
need to “assess their data hold-
ings, look at their operational
risk management and con-
sider their operational resil-
ience to set them in the best
stead for battling threats.”

Experts also say that indus-
try-wide collaboration and
increased regulatory harmoni-
sation will be vital for survival.

“Today, thereis alotof empha-
sis on intelligence gathering
and sharing, to keep pace with
the new tactics and techniques
being utilised by threat
actors,” says Jim Simpson,
director of threat intelligence
at cyber company Searchlight
Cyber. He points to the intelli-
gence sharing initiatives being
led by cyber-focused non-
profit FS-ISAC.

But the responsibility for
cyber security cannot stop
there. Others emphasise the
importance of addressing
weaknesses all along the sup-
ply chain.

“Rapid technological adop-
tion, like cloud services and
mobile banking, coupled with
increased reliance on external
vendors, introduces new vul-
nerabilities and amplifies sys-
temic risks due to the concen-
tration in essential technology
and service sectors,” cautions
Thomas.

“This calls for higher scru-
tiny from clients of these third-
party software providers.”
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Healthcare systems under attack

The vastamount of
information held by
hospitals makes them
aprime target for
hackers, writes

Nick Huber

n increase in cyber

attacks on the health-

care sector is jeopardis-

ing patient safety, and

prompting some govern-
ments to publish new cyber security
standards.

Publicly disclosed global cyber
security breaches between January
and September last year showed that
the healthcare sector suffered more
attacks (241) than any other sector,
ahead of government (147), and
information technology including
software, hardware and IT services
(91), according to research by Omdia,
atechnology research provider.

The most common type of cyber
breach in healthcare was hacking, fol-
lowed by supply chain attacks,
“phishing” (where cyber criminals
pose as legitimate organisations to
trick people into disclosing pass-
words and payment details), and
“ransomware”, in which hackers use
malicious software — “malware” — to
encrypt data until the victim pays a
ransom to unlock it.

“The healthcare sector is such a
tempting target [for cyber security
criminals] because . .. you can put
lives at risk,” says James Lewis, a
cyber security expert at the Center
for Strategic and International Stud-
ies,a USthink-tank.

The UK’s National Health Service
has been hit by significant ran-
somware attacks. In 2017, the “Wan-
naCry” attack is estimated to have
cost the NHS £92mn and caused the
cancellation of 19,000 patient
appointments. Another hacking, in
2022, took down the non-emergency
111 service, and disrupted manage-
ment systems for mental health serv-
ices and emergency prescriptions.

Cyber attacks on hospitals in Ger-
many and the US have also disabled
their systems — forcing them to
reschedule some procedures and
temporarily divert patients to other
facilities until the systems were
brought back online.

And, in another case, in Finland,
the confidential records of thousands
of psychotherapy patients were
hacked and leaked online — with oth-
ers blackmailed to keep the data pri-
vate, according to reports in the
national media.

“Almost every hospital CEO I speak
to ... now [says] that cyber risk is
their number one or number two
enterprise risk issue,” says John Riggi,
national adviser for cyber security

2
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Highly personal: the sensitivity of patient data makes it attractive to malicious hackers — cettyimages

and risk at the American Hospital
Association (AHA), which represents
hospitals and healthcare networks.
“It’s one of the main issues that keep
themup at night.”

Technology is making cyber crime
easier to commit. Tools and services
are available on the dark web, so
cyber criminals do not necessarily
require sophisticated technical skills.

Even as healthcare organisations
become better at protecting them-
selves from one type of attack, suchas
ransomware — by restoring locked
data from backups, for example —
cyber criminals switch tactics.

Industry specialists report that
some criminals now steal, rather than
encrypt, highly sensitive medical
data and threaten to publish it on the
dark web, unless the healthcare pro-
vider or patient pays a ransom usinga
cryptocurrency.

“Ransomware operators have
become smarter,” says Elia Zaitsev,

chief technology officer at cyber secu-
rity supplier CrowdStrike. “In many
ways, the extortion model is actually
simpler for them from a technical
perspective.”

Old healthcare IT systems also
make the process easier for criminals.

In many NHS organisations, legacy
systems can account for between 30
and 50 per cent of all IT services, says
Josh Chandler, chief digital informa-
tion officer at Bedfordshire Hospitals
NHS Foundation Trust in eastern
England.

Some of these old systems may
have been designed more than 20
years ago and may not have been
upgraded for more than 10 years, he
adds. “[The IT systems] haven't
stayed up to date with technological
advancements [while security]
threats have increased around them.”

Annual audits of an organisation’s
cyber security and a “zero trust”
approach (assume any user or device

may be a risk until proven otherwise)
can mitigate threats to old and new
healthcare IT systems, experts say.

So can widely used antivirus soft-
ware, which protects computers and
laptops from malware, ransomware
and other information security
threats, as well as “intrusion detec-
tion” software, which spots potential
suspicious activity in hospital com-
puter networks — for example,
attempts to steal clinicians’ pass-
words or approve fake invoices.

In addition, a new type of cyber
security software — “extended detec-
tion and response” or “XDR” — can

|
[ThelT systems] haven't
stayed up to date with
fechnological
advancements’

give organisations an overview of
multiple security threats. It gathers
data from IT applications, networks,
hardware and email traffic, and
sometimes uses artificial intelligence
tomonitor threats in real time.

There is also specialist security
software to protect hospital hard-
ware: medical devices, including
heart monitors, life support
machines, and infusion pumps. It will
play an even more vital role as the
number of internet-connected medi-
cal devices rises from 503mn in 2021
to 760mn by 2026, based on forecasts
from research company IDC.

“If you think about a hospital
bed . .. it’s basically a computer act-
ing as abed,” says Katell Thielemann,
a cyber security expert at research
company Gartner. “For a
long . .. time patient safety was sort
of built in to the medical device man-
ufacturing lifecycle, but [cyber] secu-
rity was almost an afterthought.”

Although medical devices are not
thought to be commonly hacked, the
US Government Accountability
Office, a spending watchdog, warned
last year that security vulnerabilities
within devices were arisk to hospital
networks and patients.

Politicians appear to be taking
notice, Last year, the US and UK gov-
ernments announced strategies for
strengthening cyber security in
healthcare.

The UK’s plan — which applies to
England, but stresses the need to
“work collaboratively” with the
devolved administrations in Scot-
land, Wales and Northern Ireland —
includes identifying parts of the
healthcare system where a cyber
attack would cause the most harm to
patients, and “embedding security”
into emerging technology.

The strategy of the US Department
of Health and Human Services
includes minimum standards for hos-
pital cyber security — with bigger
fines for non-compliance — and gov-
ernment funding to help the sector
improve security.

The AHA says it is keen to work
with the US government to raise
standards but adds that software sup-
pliers must take action, too. “We need
our technology providers to provide
us with better secured technologies,”
says Riggi.

That — combined with adopting
international standards for health-
care cyber security, and putting more
cyber criminals in prison — may help
the sector mitigate numerous threats,
experts say. But it will probably
remain a prime target for cyber crim-
inals, they warn.

“The threats will evolve as attack-
ers deploy new tactics, and the
[defences] will evolve as cyber secu-
rity tools mature,” says Gartner’s
Thielemann. “It’s...a cat-and-
mouse game.”
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On top of financial gain, some cyber criminals seek recognition to further a political or ideological agenda — settyimages

How to negotiate with hackers

Victims of
ransomware have
been turning to
professionals for help,
says Hannah Murphy

fter UK-based Euler

Finance, a crypto lend-

ing platform, fell victim

toa $197mn cyber theft,

lawyers helped it to
retrieve all the funds in three
weeks.

They succeeded because the crimi-
nals made a strategic error in paying
100 ETH, or Ether, into an account
reputed to be linked to North Korean
hackers. Lawyers used this as a pres-
sure point to warn the perpetrators
that they could face reprisals from
state actors or organised crime. It was
enough to persuade the hackers to
return the money.

‘While recovering funds in this way
is extremely rare, victims of ran-
somware are increasingly turning to
negotiators — be they in-house
response teams, insurers, security
firms, or lawyers — to reduce the cost
of their ransom, or even avoid paying
one altogether.

But what is the art of ransomware
negotiation?

“Negotiators should ask open-
ended questions to attempt problem-
solving,” says Amanda Weirup, assist-
ant professor of management at Bab-
son College, and an expert in negotia-
tion and conflict management. “For
example, “‘What would it take to
resolve this situation?” The strongest
negotiators tailor their approach
based on the other parties’ interests
and priorities,” she says, noting that,
on top of financial gain, some cyber
criminals seek recognition to further
apolitical orideological agenda.

Ransomware hacks — in which
cyber criminals encrypt data systems
and demand a payment to release
them — have proliferated since the
coronavirus pandemic, as remote
working lessened cyber defences.

But data from US tech group IBM
shows that organisations that paid a
ransom achieved only a small differ-
ence in the cost of the attack —
$5.06mn compared with $5.17mn —
although this does not include the
cost of the ransom itself. “Given the
high cost of most ransomware
demands, organisations that paid the
ransom likely ended up spending
more overall than those that didn’t,”
the report said.

Some — particularly those who
object to the idea of negotiating with
criminals — argue that paying off
hackers only encourages them and
continues a cycle of cyber crime.
They note that, by paying hackers,
victims risk breaching sanctions and
other national regulations, and could
inadvertently fund a national adver-
sary, corrupt regime, organised crime
gang, human trafficker, or terrorist.

Payment does not guarantee hack-
erswill unlock systems, either, orthat
they will not return to demand more
money. Indeed, as the business of

‘In reality, negotiations
with cyber criminals are
often necessary fo
maximise outcomes’
Amanda Weirup, Babson College

ransomware has proven more lucra-
tive, cyber criminals from Russia,
Iran and North Korea have evolved
their strategies to squeeze as much
money from a victim as possible,
experts say.

David Higgins, senior director for
the field technology office for infor-

mation security group CyberArk,
says his data shows that organisations
hit by ransomware in 2023 typically
paid up at least twice, meaning they
were likely victims of so-called dou-
ble extortion campaigns. These are
attacks where hackers not only block
access to a victim’s systems by
encrypting data, but also steal data,
threatening to release sensitive infor-
mation onlyif aransomis paid.

“Companies should have a contin-
gency plan in place if their payment
does not illicit the results they had
been promised,” advises Matthew
Roach, Head of i-4 cyber security
leaders community at KPMG UK.

Some authorities are outlawing the
payment of ransoms — for example,
the US states of North Carolina and
Florida have explicitly banned state
and local government agencies from
paying hackers.

But businesses may have little
choice if they wish to stay afloat. “In
reality, negotiations with cyber crimi-
nals are often necessary to maximise
outcomes,” says Weirup. “Paying the
ransom can be the quickest way to
recover data and resume operations,
especially if the ransom is less than
the costs.”

The negotiating team should both
“determine the underlying motives of

the hackers” and “formulate a cost-
benefit analysis by determining their
alternatives”, she says. For example,
victims should check whether they
have data backups, or other ways to
get critical services up and running.

Negotiators should engage with
hackers sooner rather than later to
prevent escalations, experts say.
“They expect to be ignored and will
respond by escalating their threats,
calling executives, making threats via
social media, and increasing hostili-
ties until they feel they are being lis-
tened to,” says Roach.

But, while hackers might use time
pressure to compel victims to pay up,
so too can businesses slow down the
process — giving them time to recover
their data or operations behind the
scenes. “Companies may choose to
negotiate in an attempt to instil
delays rather than merely reduce the
ransom amount or avoid the pay-
mentaltogether,” says Roach.

Ultimately, it is the victim and the
negotiators who need to define how
they will measure success, Weirup
says — be that data recovery, mini-
mising financial loss and disruption,
or reducing reputational harm.

“It’s crucial to establish . . . a point
beyond which they are not prepared
to continue negotiations,” she says.
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Ransomware is being used to target critical infrastructure in the energy, water, and mining sectors, writes Nicholas Fearn

Criminals
step up
attacks on
industry

eopolitical risk

has focused gov-

ernments’ atten-

tion on the secu-

rity of their
resources and energy supplies
— but, now, another risk to
these essential commodities is
on the rise: hacking and ran-
somdemands.

In the past two years, cyber-
criminals have increased their
attacks on industrial targets in
the oil and gas, water, and min-
ing sectors — typically, with
the aim of disrupting critical
infrastructure, stealing data,
and demanding huge pay-
ments foritsreturn.

High-profile examples
include a 2021 ransomware
attack that shut down Amer-
ica’s Colonial Pipeline, which
provides fuel to a large part of
the US east coast, and, later
that same year, a leak of data
from oil group Saudi Aramco,
which was followed by a
$50mn ransom demand.

Last year, in the US, White
House national security offi-
cials also acknowledged cyber
attacks by Iranian hackers on
state water authorities — and
described them as a call to
action for utilities to tighten
their cyber security.

At the same time, interna-
tional mining groups, includ-
ing Australian iron ore miner
Fortescue Metals, have found
themselves being targeted by
cybercriminals with greater
frequency — the industry’s
Mining and Metals Informa-
tion Sharing and Analysis Cen-
tre now registers an average of
two to three cyber security
incidents each month, a dou-
bling of the rate reported in the
previous year.

In the case of Saudi Aramco,
the data ransom demand was
not the first it has suffered. In
2012, the oil producer was the

victim of a ransomware attack
that infected 35,000 comput-
ers and impeded daily opera-
tions. Saudi Aramco has since
signed a memorandum of
understanding with opera-
tional technology firm Dragos
to help secure its critical infra-
structure and assets.

According to Graham
Thomson, chief information
security officer at national law
firm Irwin Mitchell: “The Ara-
mco cyber incidents demon-
strate that we are in an era
where cyber security is no
longer a luxury, but a necessity
for all businesses. Aramco’s
cyber-destruction attack, and
more recent data leak, under-
score the magnitude of the
threat faced by industries
acrossthe globe.”

Cyber attacks targeting
physical processes in the
industrial sector can inflict
more than financial harm.
Jake Moore, global cyber secu-
rity adviser at cyber security
software provider ESET, cites
“machinery damage, produc-
tion stoppages, or even risks to
human safety”, as well.

He says that integrating
information technology and
operational technology sys-
tems — whereby the IT sys-
tems manage virtual assets
such as data and software, and
the OT systems control physi-
cal environments such as
water pipelines — can increase
cyber risks. This increased
vulnerability has become a
“significant challenge” for
industrial businesses.

But Moore believes compa-
nies can decrease the risks by
isolating their critical systems
through network segmenta-
tion, so that large computer
networks are divided into
smaller ones, with security
protocols updated as often as
possible.

i

Under pressure: in the past two years, cyber attacks on sectors such as oil and gas have increased — simon bawson/gicomberg

AswellasITand OT vulner-
abilities, Moore warns indus-
trial organisations to be vigi-
lant about insider threats,
which may include “both
intentional and unintentional
actions by employees or con-
tractors with access™ to critical
systems. Companies can spot
these by promoting a transpar-
ent culture in which “everyone
knows how their colleagues
operate”, he advises.

But, equally, employees can
inadvertently add to the threat
and make systems vulnerable
to cyber attacks by “acciden-
tally introducing malware, or
failing to follow security proto-
cols”. Both risks can be
reduced by providing cyber
security awareness training,
Mooresays.

Ransomware attacks —
where hackers steal sensitive
data and threaten to post it
online unless the victim pays a
ransom — are now the most
prevalent threat to large
industrial businesses from
commercial hackers.

Evgeny Goncharov, head of
industrial control systems
within the cyber response
‘team at security group Kasper-
sky, observes that every sixth

ransomware attack succeeds
in disrupting product lines or
deliveries,

“Ransomware attacks on
large organisations, unique
product suppliers and logistics
companies can have severe
economic and social conse-
quences,” he says. “And the
potential evolution of cyber
threats into infrastructure
attacks — similar to the Colo-
nial Pipeline incident in 2021

]
‘We areinanera
where cyber security
is nolongeraluxury,
but a necessity forall
businesses’

— is likely to further amplify
theserepercussions.”

‘One way for employers to
mitigate ransomware attacks
is by educating staff in how to
spot phishing emails contain-
ing suspicious links and
attachments, which are used
to spread the ransomware.

However, the attack surface
— the number of possible
unauthorised entry points — is

being increased by the inter-
connected nature of energy
and industrial companies, and
the range of technologies they
use. With everything from
video surveillance to commu-
nications systems now part of
their day-to-day operations,
they “face cyber risks on many
fronts”, warns Damian Lewis,
‘who works on the insights &
market development team at
communications company
Viasat.

Companies can try to miti-
gate these risks by deploying
digital protective measures,
such as firewalls, cyber probes
and event management sys-
‘tems, which will enable them
to “collect and monitor data as
it moves across platforms”.

Investing in a security oper-
ations centre (SOC) — a team
of internal or external cyber
security experts — isalso away
to detect and mitigate poten-
tial threats around the clock.
Lewis says the approach taken
by Viasat’s SOC involves “ana-
lysing active feeds, establish-
ing rules, identifying excep-
tions, enhancing responses
and monitoring possible vul-
nerabilities”.

But itis not easy: the OT sys-

tems used by industrial busi-
nesses are “often outdated”
with “specialised vulnerabili-
ties” that are harder to spot or
fix, points out Lewis Duke, a
threat intelligence expertat IT
security company Trend
Micro. This makes them an
“anattractive target to nation-
state actors, cyber criminals
and hacktivists”, he warns.

To stay one step ahead of
threat actors, he recommends
that businesses adopt a threat
intelligence system and collab-
orate with cyber security com-
panies, just as Saudi Aramco
has donewith Dragos.

And the threats will keep
coming. Nick Smith, business
development manager at secu-
rity intelligence company
Genetec, expects serious
industrial cyber attacks such
as the Colonial Pipeline case to
“increase over time”, unless
companies take the right pre-
cautions.

He says there still needs to
be an “urgent change in mind-
set and strategy” across the
industrial landscape. Busi-
nesses must tackle both “phys-
ical and cyber vulnerabilities”
as part of a “single unified
plan”, he advises.



Turn Human Risk

Into Cyber Strength

While traditional cyber awareness training
informs, our program transforms. We go
beyond mere awareness to instill genuine
behavioural change, ensuring employees don't
just know better—they act better.

Learn about our Managed Service

Recyber.com/offer

info@Recyber.com



10 | FTReports

FINANCIAL TIMES Tuesday 16 January 2024

Navigating Cyber Risk

A security-focused company culture and clear protocols for staff can help combat attacks, writes Nicholas Fearn
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cyber security threats can be a good way to increase employ and resp
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ow To iImprove cyber resilience

‘yber attacks are increasing both in
number and complexity, yet many
businesses are still failing to
provide adequate cyber security
training for their employees.

Although British companies experienced
2.39mn cyber attacks over the past year, only
18 per centof them provided cyber security
training to their staff, according to the UK
government’s 2023 Cyber Security Breaches
Survey.

Suchalack of security training often means
staff are unequipped to deal with existing—
and emerging — cyber threats. A study by the
UK’s Chartered Management Institute found
thatjust one in 10 managers understood
security basics, such as setting strong
passwords and spottingmalicious emails.

This knowledge gap persists despite humans
playingarolein74 per cent of cyber security
breaches — according to the Verizon 2023 Data
Breach Investigations Report — for example,
by clicking on malicious hyperlinks or opening
documents in phishing emails.

Businesses must therefore view cyber
security hygiene as a “top priority” and
developa “cyber-conscious company culture”,
says Tris Morgan, managing director of
security at UK telecoms group BT.

Hesays companies should provide their staff
with regular online safety trainingand
empower them to make better decisions
regarding cyber security risks.

Aspart of the process, they should promote
transparency, so that staff “openly discuss

safety concerns and report these”, while not
“apportioningblame to employeesiif they fall
foul, and celebrating when they do spota
cyberthreat”. He says companies can
complement their cyber security training
programmes with additional protections such
as password discipline, secure corporate WiFi,
antivirus and anti-malware software, and
virtual private networks.

“Well over half of businesses (61 per cent) in
the UK find it challenging to keep up with
cyber security measures,” Morgan adds.
“However, by establishing a cyber-focused
company culture and asolid foundation of
security protocols for staff, businesses can
boost cyber resilience for the year ahead.”

An effective cyber security hygiene strategy
includes “leadership commitment”, where
executives practise good security habits and

may be easier for staff to spot phishing emails if
they contain spelling mistakes or improper
formatting, theywill probably struggle to
identify targeted attacks, according toJames
‘Watts, managing director at Databarracks, a
business continuity specialist.

“Attackers will research your customers,
your suppliers and your staff, and include this
detail tomake the emails more convincing,” he

plains. “They may purchase domains to
send emails that look like they are from your
organisation.”

‘Watts says “generic cyber security training”
is not enough to counter these risks, and urges
employers to “be clear about what kinds of
communications employees can expect from
the organisation” and “whatshould stick out as
suspicious”.

Healso recommends that companies

“encour: ployees to do th 7
according to Bharat Mistry, technical director
atIT security company Trend Micro.

Itisa good ideato “consider restricting
access to data and systems, based on rolesand
responsibilities — to minimise the impact if
oneaccountis compromised”, aswell as
performing “regular accessreviews” inan
attemptto “ensure privileges remain
appropriate”, he advises.

Mistry adds that simulating common cyber
security threats, such as phishing emails,
through an interactive training programme
canbea good way toincrease employee
awareness and responsiveness.

But threatsare notalways obvious. Whileit

e d signpost aspecific person or
group who can cross-check and verify
suspicious digital activity.

“Employees don’t tend to circumvent cyber
security policies through laziness or
incompetence, they are often justtryingto find
the fastest way to do their work,” he says.
“Make it easy to have potential phishing emails
checked and validated.”

Neil Thacker, Emea chief information
security officer at cloud security company
Netskope, warns against devel ayearly
cyber security training programme, because it
is unlikely to change employee behaviour or
mitigate cyber attacks.

“Atahuman level, annual training can often

be seenas atedious chore and an obstacle
between the employee and their daily
workload,” he says. “Ata corporatelevel, these
training programmes achieve littlemore than
the ticking of compliance boxes.”

Instead, businesses should offer real-time
coaching thatwill “instantly flag a high-risk
behaviour” and “propose alternative actions
for the employee”. This will help staff “make
safer decisions” and ensure businesses can
“prevent cyberincidents the moment the
threat occurs”.

Asnew technologies emerge, the cyber
security threat landscape will also evolve.

Catherine Mulligan, a visitinglecturer at
Imperial College Business School, uses the
example of generativeartificial intelligence
potentially exposing trade secrets.

Thesenew threats require employees “to be
adaptable in how they think about security”,
and to consider the “cyber resilience
implications of their actionsin all parts of their
everyday activities”.

She says companies must ensure that
everyone within the organisation develops
“the right mindset” for responding to “entirely
new and unknown threats” — rather than just
“known threats” —while ensuring that cyber
resilience is “embedded in every partofa
person’sjob”

“Quite simply, even the best-trained cyber
security team will be unable to keep pace with
emerging threats —itwill require cross-
organisational collaboration and trust,” she
concludes.
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