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Le Pen’s far-right defeats Macron in
first round of French snap election

e President’s centrists come third & Leftwing alliance takes second place & Voters flock to polls

LEILA ABBOUD — PARIS

Marine Le Pen’s far-right party battered
President Emmanuel Macron’s centrist
alliance in the first round of France’s
snap parliamentary elections yesterday.

After unusually high turnout, the
Rassemblement National (RN) party
gained 34 per cent of the vote, while the
leftwing Nouveau Front Populaire alli-
ance came in second with 28.1 per cent,
according to projections by the pollster
Ifop. Macron’s Ensemble alliance took
20.3 per cent of the vote.

The vote moves France closer to a
potential nationalist government, a
move that would send a shockwave
across Europe. Le Pen hailed the results,
saying: “The French have expressed
their desire to turn the page on seven
years of a government that treated them
with disdain.”

The RN and its allies are on track to
win the most seats in the National
Assembly and could potentially secure
an outright majority in the final round
of voting on July 7. Macron called for “a
large, clear alliance between democratic
and republican forces”.

If the RN takes 289 seats in the 577-
strong lower house, it would force
Macron into a power-sharing arrange-
ment known as a “cohabitation”, in
which two opposing parties must gov-
erntogether.

The high turnout has created a large
number of three-way runoffs, making
seat projections more difficult. An
intense period of bargaining will begin
between leftwing and centrist parties
over whether to drop out in an attempt
to blockthe RN from winning.

The snap vote has badly backfired on
Macron, who voluntarily called it earlier
this month after his centrist alliance lost
to the RN in European parliamentary
elections. The move stunned the public
and angered many in his own camp but
Macron defended it as a “moment of
clarification” for citizens to decide who
they wanted togovern France.

His centrist alliance could end up los-
ing more than half of its roughly 250
seatsin the lower house.

The far-right has not been in power in

Marine Le Pen reacting to supporters yesterday: her Rassemblement National gained 34 per cent of the vote. The final round is on July 7 — vves Hemen/Reurers

France since the Vichy regime collabo-
rated with Nazi Germany in 1940-44. It
could now move from the fringes of poli-
tics to the heart of government. That
would be the culmination of Le Pen’s
decade-long efforts to detoxify the

The best-case scenario for
Macron would be a hung
parliament in which no
bloc can claim a majority

party, including by ousting her father,
who co-founded it.

Many French voters have come to
reject Macron, whom they see as elitist
and out of touch, and prefer Le Pen’s RN
for its emphasis on cost of living issues
and wages, as well as its anti-
immigration stance.

If the RN wins an outright majority
and forms a government, Le Pen has
said her 28-year-old protégé Jordan
Bardella would serve as prime minister.
They would run domestic affairs and set
the budget, while Macron would remain

chief of the armed forces and set foreign
policy.

Le Pen and Bardella have both sig-
nalled in recent days that they would
challenge the president’s authority on
defence and foreign policy —a prospect
that s likely to alarm France’s allies and
the financial markets.

The leftwing NFP also performed
strongly yesterday as voters backed its
heavy tax-and-spend economic agenda
that emphasises social justice and
investing more in public services.

Bruno Cautres, a political scientist at

Sciences Po university in Paris, said:
“There are two unknowns for the sec-
ond round: how many candidates will
drop out and how left-wing and centrist
voters will behave if they know that the
RN ison the verge of power.”

The best-case scenario for Macron
would be a hung parliament in which
none of the three blocs are able to claim
a majority. Gridlock would ensue, but
he could make alast-ditch effort to form
atechnocraticgovernment.
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» UK bosses’ pay gulf with
US counterparts widens
FTSE 100 chiefs’ income has
stagnated at a median of £4.1mn,
widening the gulf with US bosses
whose pay is rising at the fastest
rate in 14 years. The gap will fuel
a debate on whether UK groups
can attract top executives.— PAGE 6

» Russian fertiliser threat
Europe’s agricultural nutrient
industry has warned that a flood
of cheap Russian fertiliser risks
driving the continent’s producers
out of business, posing a risk to
long-term food security.— PAGE 4

» Bain in China retreat
Christophe De Vusser, new boss
of the consultancy, has said the
firm is pulling back from certain
industries, as tension between
China and the US raises scrutiny
of western groups.— PAGE 6

» Philippines nickel pitch
The world’s second-largest
producer of nickel has launched a
push for western investment as it
pitches itself as an alternative to
the China-dominated supply for
the key battery metal.— paGE 4

» BlackRock joins ESG fight
The biggest asset manager has
backed a coalition of US police
and firefighter labour groups that
aims to remove politics from
pensions, its latest bid to navigate
the baclklash against ESG.— pacEe 9

» Insurers boost hydrogen
Zurich and broker Aon have
created a new insurance scheme
for hydrogen production to boost
the development of a sector that
is viewed as vital for the
transition to clean energy.— PAGE 9

» AfD eyes Paris results
Alice Weidel, chief of the far-right
Alternative for Germany, has said
she is hoping for a decisive win
for the Rassemblement National,
despite arift between the parties.
— PAGE 2; MARTIN SANDBU, PAGE 19

» ‘Food wars’ warning
Sunny Verghese, chief of Olam
Agri, one of the largest traders in
commodities, has said the world
is heading for strife as geopolitical
and climate tensions fuel conflict
over waning supplies.— PAGE &

Probe into Dior supplier
unsettles luxury sector

Analysis » PAGE 8

China RMB30
Hong Kong HK$33
India Rup220
Indonesia Rp45,000
Japan ¥650(inc JICT)
Korea W4,500
Malaysia RM1M.50
Philippines Peso 140
Singapore S$5.80(incGST)
Taiwan NTS$140
Thailand Bht140

Democrats defend Biden as poll shows
mounting doubts over fitness for office

STEFF CHAVEZ — WASHINGTON

JAMES FONTANELLA-KHAN

AND LAUREN FEDOR — NEW YORK
CHRISTOPHER GRIMES — LOS ANGELES

Prominent Democrats lined up to
defend Joe Biden yesterday as a poll
showed nearly three-quarters of US
voters think he should end his re-
election campaign following last week’s
disastrous debate performance.

Biden’s campaign stepped up its damage
control effort over the weekend as many
Democrats called for the 81-year-old
president to stand aside in favour of a
younger candidate because of concerns
abouthis age and fitness for office.

A CBS News-YouGov poll released
yesterday showed that 72 per cent of
registered voters think Biden should not
be running for president, up from 63 per
cent in February.

Nearly three-quarters polled after the
debate did not think Biden had the cog-
nitive health to serve as president, up
from 65 per cent three weeks ear-
lier. Just under half of respondents said
the same about Republican rival Donald
Trump.

Many Democratic lawmakers, donors
and party operatives have questioned
whether Biden should remain the nomi-
nee after his halting debate perform-
ance on Thursday in which he rambled,
stumbled over his words and lost his
train of thought.

Yesterday Biden was at Camp David
for what aides described as long-
planned time with his family; they are
widely seen as the only people who
could convince him to step aside. The
Biden team insisted the president had
no intention of leaving the race. An offi-
cial said the campaign had raked in

$33mn since the debate, including
$26mn from small donors.

Biden spent Friday night and Satur-
day on a whistle-stop tour of fundraisers
in Manhattan, the Hamptons and New
Jersey.

But many donors remained worried.
“I'm not sure we needed more evidence
to make up our minds but this poll is a
further reminder that unless we act now
Trump is a guaranteed winner in
November,” said one donor.

One Hollywood industry veteran pre-
dicted people would close their cheque
books to Biden. “They can’t justify giv-
ing more money because the right thing
to do for the country is for the guy to
stepdown,” the person said.

However, high-profile Biden support-
ers sought to frame his debate perform-
ance as just one bad night.

Trump fears & Biden pressure page 2
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US politics

EU leaders fear another Trump presidency

Potential re-election is
seen as significant threat
to security and trade

HENRY FOY — BRUSSELS
GUY CHAZAN — BERLIN
AMY KAZMIN — ROME
RAPHAEL MINDER — WARSAW
At a meeting between Joe Biden and an
EU leader earlier this year, the Euro-
pean delegation was relieved to find the
US president sharp and cogent — until
the final moments of the conversation.
“He ended the meeting with the same
anecdote he started it with,” said a per-
son briefed on the discussion. “Every-
one’s heart sank.”
Concern over Biden's age, mental acu-
ity and ability to beat Donald Trump in

November has been steadily rising in
European capitals this year, as govern-
ments worry about what Trump’s
return would mean for transatlantic
trade, security relations and Ukraine.

That spiked on Friday morning as
European officials watched Biden’s dis-
astrous debate performance in horror,
with many taking the rare step of openly
criticising a sitting US president.

The anxiety comes as centrist Euro-
pean parties battle a rising tide of far-
right and populist politicians. Hard- and
far-right groups won roughly a quarter
of the seats in the European parliament
election, while France’s far right was
expected to win the largest share of the
votes in yesterday’s snap election.

“Maybe Europe will finally wake up
after the first TV debate,” said Michael

Roth, a German Social Democrat MP
who chairs the Bundestag foreign affairs
committee. “Anxiously hoping Biden
will bere-elected doesn’t help atall.”

A potential second Trump presidency
is viewed as a significant geopolitical
threat in Europe, particularly since he
threw doubt on defending Nato allies in
the event of conflict and promised hefty
tariffs on transatlantic trade. European
diplomats are scrambling to work out
mitigation measures, while at the same
time praying they will not be needed.

EU officials in Brussels, who have
enjoyed a far more cohesive relation-
ship with the Biden administration,
acknowledge the US president’s noticea-
ble physical deterioration over the past
four years. Multiple European diplo-
mats at this month’s G7leaders’ summit

in Italy — where Biden skipped the
formal summit dinner — privately
remarked upon his noticeable lack of
focus attimes and physical limitations.

Politicians in Germany have
expressed deep concern about Biden’s
weale debate performance. Michael
Link, an MP from the liberal FDP, which
is part of the ruling coalition, said: “It
was sometimes hard to understand
what Biden was saying.” He added:
“Trump’s statements in the debate were
alarming for Germany and Europe. His
statements on foreign policy are confus-
ing and irritating, for example when he
claims that he would resolve the war in
Ukraine with Putin, of course without
mentioning the Europeans.”

Norbert Rottgen, an MP from the
centre-right CDU party and a foreign

policy expert, said: “The Democrats
have to switch their candidate now.”

Polish foreign minister Radostaw
Sikorski joined the chorus of voices
hinting that Biden should consider with-
drawing to avoid a disastrous handover.
“It's important to manage one’s ride into
the sunset,” Sikorski quipped.

In Italy, where deputy prime minister
Matteo Salvini openly touts his support
for Trump, other members of Prime
Minister Giorgia Meloni’s government
have been highly circumspect. How-
ever, former prime minister Matteo
Renzi, now a centrist opposition law-
maker, has openly called for Biden
to stand down and make way for an
alternative candidate.

Ruchir Sharma and Martin Sandbu
See Opinion

Family and close aides may be

only people who can persuade

US president to quit contest

JOSHUA CHAFFIN — NEW YORK

How do you convince a politician whose
life-long ambition has been the Ameri-
can presidency togive it up?

Democrats were wrestling with that
question this weekend in the aftermath
of President Joe Biden’s disastrous
debate performance against Donald
Trump, his Republican rival.

That 90-minute session, featuring a
rasping and often incoherent Biden, has
jolted a presidential race that had for
months been frozen in stasis. Demo-
crats are now in full-blown panic.

Yet as they consider changing candi-
dates 131 days before the November
election they are also uncovering the
complexities. Even if Biden quit, his
vice-president, Kamala Harris, is
unpopular. It is hardly clear that there is
another candidate who could unite a
party increasingly riven on racial and
generational lines and mount a forceful
campaign against a vigorous Trump.

“Anyone other than a known entity
would be a suicide mission,” said one
veteran Democratic strategist, who
called the notion of replacing Biden at
this point not merely folly but “folly
squared”.

Biden attempted to repair the damage
at a rally in North Carolina on Friday,
acknowledging his flaws but reminding
supporters of his character. “Tknow how
to tell the truth. I know right from
wrong. And I know how to do this job,”
he said — a message that his former
boss, Barack Obama, echoed in a sup-
portive poston X.

Biden attended fundraisers in New
York and New Jersey before retiring to
Camp David on Saturday night. His
advisers insisted he would not leave the
race. But the shock at Biden’s debate
performance was in some quarters
hardening into anger at the president’s
inner circle, whose members have for
months rebutted questions about his
age and fitness for office.

“I think there’s going to be a huge
backlash against even a beloved figure
like Dr [Jill] Biden for telling us that eve-
rything was hunky-dory when it clearly
was not,” a Democratic consultant said.

White House race. Democrats’ dilemma

Biden inner circle under pressure after debate flop
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President Joe
Biden and first
lady Jill Biden
step off Marine
One with
granddaughter
Finnegan Biden
at East Hampton
airport,

New York,

on Saturday
Evan Vucci/AP

Among those who know and have
closely studied the Bidens, the first lady
is regarded as her husband’s ultimate
confidante and perhaps the only person
capable of prevailing upon him to exit
the race — a task akin in sensitivity to
persuading an ageing boxer to hang up
his gloves.

The president also takes counsel from
his sister, Valerie, and at times, his way-
ward son, Hunter. Surrounding them is
a ring of aides and former aides who
have been by Biden’s side for decades,
including Ted Kaufman, Mike Donilon,
Steve Ricchettiand Anita Dunn.

It was Kaufman who helped ease a
defiant Biden out of the Democratic pri-
mary in 1987 after his campaign was
sunk by allegations of plagiarism.
According to Biden’s own account, his

mother clinched it during a family
meeting in his Delaware living room,
telling her son: “I think it’s time to get
out.” Many of those same figures were
involved when the then-vice president
Biden decided not to seek the presi-
dency in 2015 — and so make way for
Hillary Clinton.

The decision took Biden, who was
grieving the recent death of his eldest
son, Beau, four agonising months and a
nudge from Obama.

Chris Whipple, who chronicled the
clan in his book The Fight of His Life:
Inside Joe Biden’s White House, believed a
“family intervention” was now the only
chance at shifting the president’s course.
“If they all went to Biden, collectively,
could it happen? Maybe,” Whipple ven-
tured — although he suspected not.

‘Presidents,
because of
who they
areand the
way they're
made, don't
walk away
from power
voluntarily’

“Presidents, because of who they are and
the way they’re made, don’t walk away
from power voluntarily,” he said.

Others have suggested Democratic
party potentates — such as Obama, the
Senate majority leader Chuck Schumer
or some billionaire Hollywood or Wall
Street donors — might make the differ-
ence. But, as one longtime political con-
sultant explained, it is simply not coun-
tenanced to ask the commander-in-
chiefto step aside.

The last time that happened, in 1974,
Richard Nixon was mired in the Water-
gate scandal and was persuaded to leave
office for the good of the country.

Ahallmark of Biden’s career has been
arefusal to give up. His political story is
that of the boy with the stutter, from
blue-collar Scranton, Pennsylvania,
who believed he could be president and,
after it seemed his chance had passed,
somehow succeeded.

“One of the great things about him is
how he falls down and gets up,” said Jon
Reinish, a Democratic consultant at
Mercury Public Affairs. “Biden has been
counted out more times than most.” To
recover this time “he’s got to do it now,
doit fast, and do it consistently”.

A younger group of Democratic candi-
dates has been waiting to succeed him.
Among the most oft-mentioned is
Gretchen Whitmer, the popular Michi-
gan governor, who was tweeting sharp
rebuttals to Trump on Thursday night
asBiden meandered.

“Gretchen has a national network,”
one Democrat said. “She’s ready to go.”

But picking Whitmer would mean
dumping Biden and then Harris — what
the strategist referred to as “a double
coup”. Passing over a Black vice-presi-
dent for a white candidate risks alienat-
ing a core part of the Democratic coali-
tion. The party is already split between
progressives and moderates, with ten-
sions further inflamed by the war in
Gaza.

Other potential candidates may
sound appealing but still lack the
national appeal or record to convince
donors to write the necessary cheques.

“He’s as close to unanimity as our
party gets,” the strategist said, recalling
how Biden handily defeated Harris,
New Jersey Senator Cory Booker and a
host of others four years ago. “We knew
what we were buying. He didn’t conceal
hisage fromus.”

Additional reporting by Aiden Reiter

Europe

Germany’s
AfD hopes
for victory
of far right in
French polls

GUY CHAZAN — ESSEN

The leader of the far-right Alternative
for Germany party said she was hoping
for a decisive victory for France’s
Rassemblement National in yester-
day’s parliamentary election, despite a
rift between the parties that she
acknowledged would be hard to heal.

Alice Weidel told the Financial Times
she was “keeping her fingers crossed”
for the RN and was optimistic that Jor-
dan Bardella, its leader, would become
France’s youngest-ever prime minister.

“Ihave full confidence in Bardella and
the RN’s ability to shake up their coun-
try,” shesaid.

The RN’s popularity showed the
whole of the European right now “had
the wind in its sails”, said Bernd Bau-
mann, the AfD’s chief whip in the Bun-
destag. “Giorgia Meloni, Marine Le Pen,
the FPO) in Austria — they are all an affir-
mation for us and show that we are on
the right side of history.”

But Weidel acknowledged there was
little chance of the AfD and RN over-
coming the conflict that led to the Ger-
man party’s expulsion from the Identity
and Democracy group (ID) in the Euro-
pean parliament in May after a series of
scandals. Weidel said the AfD was “look-
ing for new partners and trying to form
our own group”. She also insisted she
had “no hard feelings” towards Le Pen,
the RN’s parliamentary leader.

But the likelihood is that the AfD’s iso-
lation in Europe will now deepen —
especially after one of its closest allies,
the FPO, announced yesterday it was
forming the new right-populist group
Patriots for Europe with Viktor Orban’s
Fideszand ANO of the Czech Republic.

AfD sources acknowledged it was
highly unlikely that their party would
be accepted into the new alliance.

An AfD official said Fidesz would pre-
vent it from joining the group out of fear
of antagonising big German companies
that have investmentsin Hungary.

“On the other hand, the whole party
landscape in the European parliament
is in flux right now, and that means
there are alot of free delegations on the
market,” he added.

Weidel was speaking to the FT shortly
after being re-elected as AfD co-leader
at the party’s annual conference in the
west German city of Essen at the week-
end. The event was overshadowed by
protests as thousands of Germans con-
verged on Essen to express their opposi-
tion to a party they see as pro-Russian,
xenophobic and anti-democratic.

Although it hasbeen designated a sus-
pected extreme rightwing organisation
by German domestic intelligence, the
AfD is the most successful far-right
party in Germany since the second
world war. It scored 15.9 per cent in last
month’s European elections, its best
result in a nationwide vote.

But in Europe, it is increasingly seen
as a pariah. The AfD has been hit by a
series of scandals over the past few
months that has damaged its reputation
in Europe and soured its relations with
other far-right parties that should be its
natural allies.

Some of its functionaries were
revealed late last year to have discussed
plans to deport millions of foreigners,
even those with German passports.
Martin Sandbu see Opinion
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Ariane 6

European rocket launch puts bloc’s space ambitions to the test

PEGGY HOLLINGER — LONDON

On July 9, Anne-Sophie Chassagnou
will judge whether the skies are clear
enough for Europe to launch its first
newrocketinalmost 30 years.

Aged just 26, the chief weather fore-
caster for Ariane 6’s first flight holds
enormous influence over the conti-
nent’s space ambitions. Last year, just
minutes before ignition, the meteorolo-
gist for France’s CNES space agency
called off the first attempt to launch
Europe’s €1.6bn mission to explore Jupi-
ter’s icy moons,

“My body was shaking when I had to
push the red button,” she said from
Europe’s spaceport in French Guiana,
between Brazil and Suriname. But if
conditions are not right for Ariane 6, she
will not hesitate to do it again. “Idon’t
wantto, butif T have to, [will.”

This time, far more is at stake than a
deep space mission. The first flight of the
Ariane 6 will test whether Europe can
rebuild credibility in the commercial
launch market once dominated by Ari-
ane 5and now by Elon Musk’s SpaceX.

Europe is also counting on Ariane 6 to
restore its independent access to space

— an increasingly contested domain
where global superpowers are fighting
for economic and strategic supremacy.
For the past year, the bloc has had torely
on SpaceX to launch some of its most
sensitive satellites.

Josef Aschbacher, head of the Euro-
pean Space Agency, has described the
situation as a “crisis” for Europe. The
EU’s new space strategy for security and
defence made restoring autonomous
access to space a priority. At the Guiana
Space Centre, situated near the coastal
town of Kourou, teams from the ESA,
CNES and ArianeGroup have been
working hard to achieve that goal.

Almost 50 per cent of rockets fail on
their first flight, according to Asch-
bacher, but officials at Kourou hope
repeated tests and rehearsals have miti-
gated the risks. The focus was on “mak-
ing everything right the first time”, said
Lucia Linares, ESA’s head of strategy.

Even if the first flight fails, Europe’s
strategic needs will keep the pro-
gramme alive. Less certain is whether
the rocket can compete in a market that
has changed radically since Europe
opted in 2014 to build a conventional
launcher.

SpaceX’s reusable Falcon 9 has
slashed prices, making it the clear
leader for low-cost, reliable launches.
SpaceX expects Starship — the world’s
most powerful rocket, which completed
its fourth test flight this month — to be
reusable too, unlike Ariane 6.

Europe’s decision not to invest in a
reusable rocket is widely seen as a mis-
take. Germany had been reluctant to
pay for a new rocket programme,
according to former ESA chief Jan
Worner. “The German idea was to con-
tinue with Ariane 5 but to have a new
upper stage. This was the cheap solu-

regain independent access to space

tion,” he said. But France, which has
dominated Europe’s launcher industry,
wanted to retain the jobs and skills of
rocket-making with a new programme.

A compromise was reached. Ariane-
Group, a merger of the Franco-German
rocket businesses of Airbus and Safran,
promised to design an expendable
launcher that was at least 50 per cent
cheaper to operate than Ariane 5, would
be flying in five years and would require
no subsidy, Worner said.

The programme has failed to deliver
on all those counts. Last autumn ESA
member states agreed to inject a further
€1bn, on top of an estimated €4bn
development cost, to enable Ariane 6 to
compete with SpaceX. Yet, even for a
conventional rocket, demand matters
and Ariane 6 enters a tougher commer-
cial market than its predecessor.

The consultancy Novaspace esti-
mates that about 2,800 satellites will be
launched annually until 2033. Much of
that business will be covered by domes-
tic launchers, but Linares believes
enough will still be open to competition
— and Ariane’s flexibility will be an
advantage. Ariane 6 is already booked
for 30 launches.
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Afghanlstan

digs deep as
Taliban cashes
1n on mining

Islamist regime has issued hundreds of
deals to tap gold, gems and minerals

FT REPORTERS

Afghanistan has long been a fabled land
for miners. The mountainous country
sits on an estimated $1tn of materials
that decades of war have largely put off
limits.

But since the Taliban seized back
power from the western-baclked repub-
lic in 2021, Afghanistan’s new rulers
have announced more than 200 mining
deals worth billions of dollars.

Potentially lucrative contracts to tap
gold, gemstones and minerals such as
chromite, which is used in steelmaking,
have gone to local Afghans as well as
investors from China, Iran and beyond.

The Taliban moved fast after coming
to power, approximately doubling the
rate at which contracts were issued in
the three years before they took charge,
according to an analysis by the Financial
Times and the Centre for Information
Resilience, a UK-based non-profit group.

Rahimullah Samandar, a former chief
executive of the Afghanistan Chamber
of Industries and Mines, recalls how the
halls of the mining ministry overflowed
with would-be miners — including from
within the Taliban itself — as the group
struggled to keep control.

“Small and big Taliban commanders
were coming to my office and asking,
‘How can I get a mine?”” he said. “I was
asking them, ‘Do you have any experi-
ence in mining?’ ‘Idon’t.’ ‘Do you have a
partner? ‘Idon’t” ‘Do you have money?’
‘Tdon’t.”

Patchy trade data makes quantifying
the scale of activity difficult. Of the 128

contract sites examined by the FT, 88
showed signs of either having been
developed or expanded.

Many of the mines are in the early
stages of development, but the Taliban
initiative has had some results. The
‘World Bank said Afghanistan’s domestic
revenue increased 22 per cent year on
year in April and May due to the auction
of mines and resources such as oil,
emeralds and nephrite, a type of jade
prized in China.

If the Taliban can kick-start Afghani-
stan’s mining sector, the Islamists will
succeed where two decades of western-
backed initiatives had flopped — one
more testament to the failures of Amer-
ica’s $2tn war in the country.

Mining could help the Taliban make
new friends, as foreign powers such as
China, Russia and Iran step in to fill the
vacuum left by the departed coalition
and tap Afghanistan’s coveted mineral
wealth. The money would also be a life-
line in a country where a quarter of the
40mn population are atrisk of famine.

Yet the obstacles are enormous. Min-
ers must navigate Afghanistan’s crisis-
hit economy, international sanctions
and a regime isolated by the west for its
repressive policies towards women.

Success may also bring problems.
‘Western observers fear the flow of funds
from a prospering industry will both
finance and embolden the Taliban, leav-
ing them with little incentive to temper
their most hardline policies.

Experts estimate that during the war,
the majority of mining in Afghanistan
was carried out illegally, often overseen

Tunnel vision:
an Afghan miner
at work inside a
gold mine in the
mountains of
Badalkhshan
province,
north-eastern

Afghanistan
Wakil Kohsar/AFP/
Getty Images.

by corrupt officials and militants
including the Taliban themselves, who
useditto fund theirinsurgency.

After crushing their local enemies in
the wake of the west’s calamitous exit,
the Taliban began issuing small-scale
contracts to Afghan entrepreneurs to
mine nephrite, accounting for a third of
the mining deals announced so far. To
control trade, the Islamists cracked
down on corruption, raised taxes and
deployed loyal officials to oversee high-
way and border posts, according to a UK
Foreign Office-funded study in April.

Before “there were huge bureaucratic
problems, there was lots of corruption
and lots of regional warlords”, said Man-
sour Ahmadzai, an Afghan partnerina
nephrite mine in Nangarhar whose
stones are sold by middlemen to China.
The takeover was “a golden chance to
come forward and invest”,

The regime turned to creative meth-
ods to scale up the industry. Shirbaz
Kaminzadeh, co-founder of a company
launched under the Taliban in 2022
called Afghan Invest, said the cash-

strapped rulers gave him a mining block
in lieu of payment for a deal to finish an
incomplete power transmission project.

“Nowadays we can go and work,” said
Kaminzadeh, who holds the rights to
several mines, including for marble,
lead and zinc. “No one will touch us, no
one will kidnap us. If we did 10 tonnes
before, now we can do 100 tonnes.”

But the Taliban, reeling from an exo-
dus of experts following their takeover,
cut corners in order to show results.

Samandar said authorities bypassed
the sorts of technical, financial and envi-
ronmental checks essential toa modern
mining sector. Many new licence hold-
ers soon realised, for example, that roy-
alties on their products were unrealisti-
cally high, forcing them to return to the
ministry to renegotiate.

Afghanistan continues to teeter near
collapse, with its economy shrinking
nearly 30 per cent since 2020 and in
effect cut off from the global banking
system. Isolation has only deepened
since the Taliban barred women and
girls from education and work.

‘No one will
touch us, no
one will
kidnap us.
Ifwe did

10 tonnes
before, now
we can do
100 tonnes’

‘The Taliban takeover was
agolden chance to come
forward and invest’

Mining income is often the only thing
keeping local communities from desti-
tution, but comes at a heavy price.
Mines consume scarce resources such as
water and are notorious for child labour.

The Taliban have become more ambi-
tious. Since August 2023 they have
announced at least 15 “large-scale” min-
ing deals worth more than $6.5bn,
according to CIR. Many of these have
gone to foreign investors, with Chinese
companies securingat least four licences.

The Taliban are banking on China to
ease their isolation, with Beijing last
year saying it would expand its Belt and
Road Initiative into Afghanistan and
sendingan ambassador to the country.

Afghanistan is “an important part-
ner”, China’s Ministry of Foreign Affairs
told the FT. “China encourages Chinese
companies to invest and start busi-
nesses in Afghanistan . .. [and] sup-
ports Afghanistan in making full use of
its natural endowment of rich mineral
resources.”

Graeme Smith, a senior consultant at
Crisis Group, said: “The big question is
whether the Chinese push isreal or not.”

The Taliban have also auctioned the
Ghoryan iron ore deposit, a vast trove of
metal bordering Iran, to Afghan, Turk-
ish and Iranian companies, although
satellite imagery shows little evidence of
development yet.

International miners looking to
Afghanistan face a list of challenges that
would put off all but the most deter-
mined company, from war-ravaged
infrastructure to the spectre of US sanc-
tions. Although the US Treasury
announced an exemption to shield com-
mercial transactions, analysts say few
banks would risk dealing with the
regime.

The country’s new prospectors are
undaunted. Ahmadzai, the gemstone
miner, said he recently received a sam-
ple of higher-quality nephrite from the
country’s remote north-east, and was
hopingto expand.

“If Afghanistan’s mines are not
extracted now,” he asked, “when?”
Reporting by Benjamin Parkin,

Jana Tauschinski, Steven Bernard,
Chris Campbell, Sam Joiner, Peter
Andringa, Sam Learner, Wang Xueqiao,
Edward White and Jyotsna Singh
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Russian fertiliser poses Europe food threat

Reliance on cheap product
gives Moscow leverage,
warn industry chiefs

SUSANNAH SAVAGE AND SHOTARO TANI
LONDON

A flood of cheap Russian fertiliser risks
driving European producers out of busi-
ness or out of the continent, posing a
risk to long-term food security, the crop
nutrient industry has warned.

The flow of Russian natural gas into
the EU slowed significantly after the
country’s full-scale invasion of Ukraine,
and European countries have shifted to
other sources of supply. But Russia has
continued to use its gas to produce, and

export to Europe, cheap nitrogen-based
fertiliser. For some types of fertiliser,
such as urea, imports have even
increased since Moscow’s full-scale
invasion of Ukraine in 2022. The cheap
fertiliser has helped European farmers,
but the region’s own fertiliser producers
have been struggling to compete.

“We are right now being flooded by
fertilisers from Russia, which are signifi-
cantly cheaper than our fertilisers, for
the simple reason that they pay peanuts
for natural gas in comparison to us
European producers,” said Petr Cingr,
chief executive of SKW Stickstoffwerke
Piesteritz, Germany’s largest producer
of ammonia. “If politicians will not act,”
he warned, Europe’s production capac-
ity “will disappear™.

Cingr’s comments echo those of Svein
Tore Holsether, chief executive of Yara
International, one of the world’s largest
producers of nitrogen-based mineral
fertilisers, who said in April that Europe
was “sleepwalking” into dependence on
Russian fertiliser.

Western sanctions carve out exemp-
tions for Russian food and fertiliser
exports to avoid hampering food secu-
rity, but Cingr and Holsether argue that
Moscow is using this loophole to fund its
war chest.

Tim Benton, food security expert at
Chatham House, said European produc-
ers had long complained about the
advantage their Russian counterparts
derived from cheaper natural gas. But
their arguments had more weight since

Russia’s full-scale invasion of Ukraine,
hesaid.

A third of EU imports of urea, the
cheapest form of nitrogen-based ferti-
liser, come from Russia, with the
amount imported in 2023 close to
record levels, Eurostat data shows.
Poland’s imports of Russian urea
climbed to almost $120mn in 2023, up
fromjust over $84mn in 2021, for exam-
ple, according to customs data.

“The crisis years are coming for the
European fertiliser industry,” said Ben-
jamin Lakatos, CEO of MET Group, a
Switzerland-based energy company
that in June announced its intention to
acquire majority shares in Baltic ferti-
liser producer Achema.

With 70-80 per cent of the running

costof a fertiliser company coming from
natural gas, the industry would be
affected more quickly than others by
rising gas and energy costs, he said.

Other big players are leaving the mar-
ket. BASF, the world’s largest chemicals
group, has shrunk its operations in
Europe over the past few years, includ-
ing its fertiliser business, and instead
focused new investments in the US and
China, where costs are lower.

With no production in Europe, the
bloc will depend on imports from other,
mainly non-democratic countries, such
as Russiaand its ally Belarus, said Cingr.
With such leverage over European food
production, “nobody knows what Putin
will do”, he said.

Food wars warning see Companies

Breakthrough in talks comes

after fierce haggling and threat

by opposition to walk away

ROB ROSE — JOHANNESBURG
DAVID PILLING — LONDON

President Cyril Ramaphosa was due to
unveil South Africa’s coalition cabinet
last night after a breakthrough in talks
that gives the opposition Democratic
Alliance up to six cabinet seats and the
post of deputy finance minister.

The agreement came after fierce hag-
gling between Ramaphosa’s African
National Congress and the pro-market
DA threatened to scupper coalition
negotiations, and a day after Julius
Malema’s Economic Freedom Fighters
(EFF) made an eleventh-hour bid to
enter the government of national unity.

The odds of the coalition talks collaps-
ing were at their highest on Friday after
the DA said Ramaphosa had reneged on
an offer to let it run the powerful trade
and industry ministry and the ANC
accused the DA leadership of high-
handedness. But a late breakthrough
emerged after John Steenhuisen, DA
leader, accepted a compromise offer of
the agriculture portfolio. His party is
likely to now run the ministries of home
affairs, communications, basic educa-
tion, public works, forestry and fisher-
ies, and agriculture.

Helen Zille, DA chair, told the Finan-
cial Times that talks between the parties
had come “very close” to falling apart.
“We were on the brink of walking away.
It was clear that the ANC wanted us to
get just enough to keep them in power,”
she said. “Our job is not to rescue the
ANC, it’s torescue South Africa.”

A “statement of intent” signed
between the parties on June 14 said the
president retained the prerogative to
appoint ministers “in consultation”
with theleaders of the parties.

Zille said the near breakdown of talks
led the DA to question whether being in
government would work at all. “We had
to ask ourselves, if they are treating us
this way now, what will it be like when
we are ingovernment?”

The inclusion of the pro-market DA
has buoyed markets. But two radical
parties — Malema’s EFF that cam-
paigned on expropriating land and
nationalising industry, and the
uMkhonto weSizwe (MK) party, run by
former ANC president Jacob Zuma —
made a late play to be included in the
unity government.

South Africa. Compromise deal

Ramaphosa to unveil coalition cabinet

Vil

Ny

President Cyril
Ramaphosa,
right, with
Democratic
Alliance

leader John
Steenhuisen last
month. Below,
EFF leader

Julius Malema
South African GCIS/AP;
Nic Bothma/Reuters

Malema on Saturday attempted to
convince the ANC to ditch the DA in
favour of his party, accusing “counter
revolutionary and imperialist forces” —
essentially the business sector and for-
eign governments — of trying to insti-
tutea “soft coup” within the ANC.

Ramaphosa was expected to press
ahead with the cabinet announcement
yesterday, citing the urgency of sticking
toan agreed timetable.

Analysts said that fractious talks
between the DA and the ANC had got
the government of national unity offtoa

shaky start. One senior ANC official told
the FT that the DA had attempted what
he called a “snatch and grab” of plum
positions.

The DA had been brought back to the
table, the ANC official said, by powerful
business donors who had been terrified
of seeing the talks collapse. Speaking
just before the breakthrough, he said:
“The sensible part of the DA is under
pressure to sit around the table and get
on with the bloody thing.”

Negotiations exposed lack of trust on
both sides. DA insiders described the
ANC as “hollowed out and devoid of tal-
ent”, while an ANC member said the DA
did not have a strong enough bench to
fill the cabinet posts it was seeking.

“They’ve got a very weak team,” he
said. He compared the two parties to
companies in a merger with clashing
corporate cultures.

Peter Attard Montalto, managing
director of consultancy Krutham, said
Ramaphosa should never have offered
the trade, industry and competition
portfolio to the DA if he could not follow
through. The president appears to have
withdrawn the offer after pressure

‘The
markets
will rally
somewhat
on the
cabinet
|decision]’

from his own party members and union
affiliates.

“The markets will rally somewhat on
the cabinet announcement and then the
agreement on a policy platform, once
the parties can reach that,” Attard Mon-
talto said. “But the DA will struggle to
make early jobs-related gains and are
notin core economic lever positions.”

Attard Montalto said the ANC had
already been moving in a pro-business
direction in the past five years, using
market solutions to help fix the coun-
try’s power utility Eskom, which has not
had power blackouts for more than 90
days. But he said there were still risks of
the unity government splintering owing
to internal party friction, though proba-
bly not before local elections in 2026.

Velenkosini Hlabisa, leader of the
Inkatha Freedom party, which is also
part of the unity government, stressed
the urgency of ironing out political dif-
ferences, saying: “We cannot remainina
holding pattern when there is so much
tobe done.”

The IFP is tipped to win two cabinet
seats in the unity government, which
willinclude 10 parties.

Industrial metals
Philippines
seeks to woo
investors for
‘non-Chinese’
nickel supply

A. ANANTHA LAKSHMI — JAKARTA

The Philippines is scouting for western
investment to further develop its nickel
reserves, pitching itself as an alterna-
tive to the China-dominated supply
chain for the critical battery metal.

The country, which is the world’s
second-largest producer of nickel, is
seeking a critical minerals agreement
with the US and investment from
foreign companies to build more refin-
ing plants, as it taps into rising concerns
over China’s control of the electric
vehicle ecosystem.

“There is room now for the Philip-
pines to be a significant player for bat-
teries,” Ceferino S Rodolfo, under-secre-
tary of the Department of Trade and
Industry, told the Financial Times in
an interview. The Philippines’ nickel
output is just a fraction of top player
Indonesia, where government officials
say 90 per cent of the industry is con-
trolled by Chinese companies.

But unease about the concentration of
nickel supply in the hands of Indonesia
and China — as well as low prices that
have curbed output from other produc-
ers — have prompted buyers to seek
other sources of the commodity, which
isalsoa critical steelmaking ingredient.

The US, UK, Australia, Japan and
South Korea are among countries that
had shown interest in investing in the
Philippine nickel industry, Rodolfo said.
But so had Chinese companies.

“It’s a race between China and the
US,” he said, noting that the Philippines
had “areally strong argument to go fora
non-Chinese investor so that we can be
the supplier of non-Indonesian,
non-Chinese nickel”.

The Philippines’ push also comes as it
seeks to build closer economic ties with
the US and its allies amid escalating ten-
sions with Beijing in the South China
Sea. Last week, Chinese coast guard
vessels rammed Philippine military
resupply boats, an incident that left one
Philippine soldier severely injured.

The Philippines wants to sign a critical
minerals agreement with the US, which
would make it eligible for tax credits. It
had also asked to join an existing agree-
ment between the US and Japan,
Rodolfo said. But no deal was on the
table for now because of US reluctance
tosign an agreement in the middle of an
election year, officials in Manila said.

The Philippines was also aiming to
produce “greener” nickel with the help
of investors by using renewable energy
to power smelters, Rodolfo said —
distinguishing it from Indonesia, which
relies on coal-fired power plants exten-
sively, earning it a reputation as a pro-
ducer of “dirty” nickel.

But Jose Manuel Romualdez, Manila’s
ambassador to the US, said Washington
was concerned about high energy costs.
“One of the main hurdles right now is
energy . . . We need to be able to estab-
lish a better, more cohesive type of
energy thatischeaper,” he said.

Manila was prepared to invest in
cheaper and cleaner energy options,
and was considering a combination of
hydro, solar and wind power and natu-
ralgas, headded.

Indonesia accounts for 57 per cent
of global refined nickel production —
4.5 times more than the Philippines
in 2023 — and its share is forecast to
rise to 69 per cent by the end of the
decade, according to Benchmark
Mineral Intelligence.

Falling investment

Businesses shy away from China’s “Taiwan Town’ amid tensions over support for independence

WILLIAM LANGLEY — FUZHOU

Only a handful of shops remain open at
“Taiwan Town”, a huge shopping com-
plex designed to encourage Taiwanese
businesspeople to put their money in
China.

For years, the island of Pingtan in
China’s south-eastern Fujian province
has offered Taiwanese investors tax
breaks, subsidies and help with securing
residency. While many initially
invested, few remain in the complex.

“In the past few years, because of
things like Taiwan independence and
Covid-19, they don’t. .. come,” said
Chen, a shopkeeper selling speciality
snacks from western Taiwan’s Taichung
atone of the few outlets still in business,
who asked to withhold a full name.

The complex is one of the many ways
Fujian — the Chinese province closest to
Taiwan — hopes to attract Taiwanese
investment. It is a small part of a
grander scheme to establish the region
as a “model zone” for cross-Strait inte-
gration. Beijing regards Taiwan as part

of its territory and threatens to annex it
with force if Taipei refuses indefinitely
to submit toits control.

But Fujian’s efforts come as Taiwan-
ese hearts and minds overwhelmingly
reject the notion of unification, and as
political and economic concerns push
cross-Strait investment to multi-decade
lows.

Taiwanese investment in Fujian fell
80 per cent year on year to just $220mn
last year. Across the whole of China,
Taiwanese investment fell 40 per cent
to just over $3bn. Both levels repre-
sented 22-year lows, according to Tai-
wanese government figures.

Trade has also suffered. The prov-
ince’s imports from Taiwan fell 10.2 per
cent last year, while exports declined
15.6 per cent, among the sharpest
declines of any its major trading
partners.

Taiwanese businesspeople, mean-
while, said they were more sceptical
about their presence in the country as
rising production costs, trade tensions
and geopolitical risk pushed them to

alternative hubs. “No matter how China
wants to sell that economic zone . . . the
take [up] from taishang seems not to be
high,” said Chun-Yi Lee, director of the
Taiwan studies programme at Univer-
sity of Nottingham, using a common
term for Taiwanese businesspeople.

Businesses were concerned about
increased labour costs, competition
with local companies and fallout from
the US-China trade war, she added. “So
the carrot is there but the problem is
they don’t want to bite.”

Many of Taiwan’s early Chinese set-
tlers came from Fujian and speak ver-
sions of its local dialects. Cities such as
Fuzhou in the north of the province and
Xiamen in the south are less than 20km
from parts of Matsu and Kinmen, Tai-
wan-controlled islands just off the Chi-
nese coast.

Taishang have also been a feature of
Fujian’s modern development, having
invested heavily in the province’s facto-
ries and infrastructure as China opened
its economy in the 1980s.

Beijing hoped those ties would pro-

mote further industrial integration and
head off cross-Strait conflict, said Wu
Liping, the Fujian-born president of the
Shanxi Taiwan Compatriots Association
and a member of a provincial Chinese
advisory body. “Even if our political
views are different . . . we are all the
children of China,” he said.

It is a message reinforced at Taiwan-
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China regards Taiwan’s President Lai
Ching-te as a ‘dangerous separatist’

themed malls, industrial parks and cul-
tural sites across the province. In
Fuzhou’s old town, an exhibition in a
series of courtyards at the Taiwan
Assembly Hall recreates a rest house for
Taiwanese scholars seeking to pass the
civil service examinations during the
Qing dynasty. Cultural ties can promote
“a beautiful future for national rejuve-
nation”, itadds.

But Fujian’s recent overtures come as
the mainland has adopted an aggressive
military posture towards Taiwan, which
in May inaugurated Lai Ching-te as
president. Beijing regards Lai as a “dan-
gerous separatist”.

In June, China unveiled laws formally
criminalising efforts to promote Tai-
wan’s independence, with punishments
as severe as the death penalty, though it
lacks jurisdiction over Taiwan.

Taipei’s China policy body on Thurs-
day warned its citizens against unneces-
sary travel to China, including Hong
Kongand Macau.

With multiple concerns about the
business environment in China, taishang

were looking elsewhere, said Frank
Shih-Chien Chien, vice-president of the
Kaohsiung Global MICE Association,
who was visiting Fuzhou for a confer-
ence. “If they are not coming back to
Taiwan, then they are reinvesting in
south-east Asia,” said Chien.

“Tous, it's justa slogan,” said Chi Shih-
Yuan, a Taiwanese businessman who
was visiting Fuzhou for a conference
promoting cross-Strait co-operation in
the events industry, of Fujian’s pitch for
“integrated development”.

While he was happy to promote co-
operation in the conferences industry,
the agricultural machinery company in
which he was an investor would look to
India or Indonesia to open a new factory,
given the countries’ larger demographic
dividends and concerns that China’s
industrial subsidies had stoked retalia-
tory measures in markets such as
Europe, he added.

“At the moment, cross-Strait [busi-
ness] isnot easy.”

Additional reporting by Andy Lin in
Hong Kong and Kathrin Hille in Taipei




* FINANCIAL TIMES

Monday 1 July 2024

The ‘juggle struggle’ Teenagers are tricky, yet employers have less tolerance for family duties as children age © work & careers

Companies & Markets

Gap between
chief executive
pay in UK and
US gets wider

e F'T'SE 100 remuneration stagnates
e Analysis stokes City of London fears

MICHAEL O'DWYER — LONDON

FTSE 100 chief executives’ pay stag-
nated at a median of £4.1mn last year,
widening the gulf with US company
bosses whose income is rising at the fast-
estratein 14 years.

Median pay for the CEOs of the UK’s
biggest listed groups flatlined, rising
about £20,000, or 0.5 per cent, from the
previous 12 months, according to analy-
sis for the Financial Times by Willis
Towers Watson.

The widening US-UK remuneration
gap islikely to add fuel to a debate in the
City of London over executive pay and
whether UK-listed companies with a

‘For alow-productivity
economy to be saying we
can't have access to the best
managerial talent is an issue’

large international presence are able to
attract top executives.

Corporate bosses, including the chair
of the FTSE’s most valuable company
AstraZeneca, have hit out at what they
see as the overly restrictive approach to
boardroom pay.

The chair of one FTSE 100 company
said that “one of the first things” head-
hunters said to him when he began look-
ing for a new chief executive last year
was that US-based candidates would be
out of reach because of the limits on
what UK companies could pay.

“For a low-productivity economy to
be saying to itself that we can’t have
access to the best pool of managerial tal-
ent in the world — that seems to me an
issue worth proper thought,” he added.

London Stock Exchange Group, online
retailer Ocado and medical devices

group Smith & Nephew are among the
leading London-listed companies to
have pushed through increased pay
packages for their executives this year
despite opposition from some investors.

These changes were unlikely to have a
big effect on median CEO pay in the
short term, said Richard Belfield, leader
of Willis Towers Watson’s European
executive compensation practice. That
was because they were introduced by
only ahandful of companies and most of
the increase was in the form of long-
term incentives, he said.

Although the state has norole in regu-
lating executives’ pay, company bosses
have won political support from the cur-
rent government. “I have no problem
with high levels of executive pay if it is
merited by the performance,” the chan-
cellor, Jeremy Hunt, told the Financial
Times in an interview about attempts to
revive the London stock market’s inter-
national competitiveness.

The latest figures show a continuing
divergence between the UK and the US,
where median chief executive pay rose
12 per cent in the 2023 financial year,
according to proxy adviser Institutional
Shareholder Services. Chief executives
on the S&P 500 index were paid a
median of almost $16mn, ISS found.

The gulf between the UK and US is
explained only partly by the larger size
of the US’s biggest companies. The
former chief executive of Smiths Group
stands to roughly double his pay after
quitting the FTSE 100 industrial con-
glomerate this yearto take the same role
ata US company half the size.

The analysis reflects executives’ total
remuneration, including bonuses and
share awards, and is based on the 90 per
cent of companies that have so far
reported their figures for financial years
that have ended since September 2023.
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End-of-day trading Dash for last orders on
stock markets stirs concerns over glitch risk

Brendan McDermid/Reuters

| Share trading is intensifying at the end of day
% of volume executed in closing auctions

End-of-day trading spiked when MSCI
rebalanced its indices
Share of trading at closing auctions (% overall frading)

I Europe us

Source: big xyt

NIKOU ASGARI — LONDON

Fund managers are intensifying late-
day dashes to trade shares in the US
and Europe, raising concerns the
heavyburst of activity leaves some of
the world’s largest stock markets
highly exposed during a malfunc-
tion.

The proportion of daily EU equities
trading that takes place in stock
exchanges’ end-of-day auctions hita
record 29 per cent in the first quarter,
according to analytics firm big xyt.
That compared with 22.5 per cent in
the first quarter of 2021, the data pro-
vider said. The closing auction is a
5-10 minute period when final share
prices of the day are set.

Europe’s sharp rise has been
mirrored in the US, where 19 per cent
of share trading took place in the clos-
ingauctions on stock exchanges in the
three months to March, up from
12.5 per cent over the 2021 period,
according to big xyt.

Investors’ focus on doing deals in
the final few minutes of the day has
raised fears that the late surge leaves
stock exchanges vulnerable if they
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suffer glitches. The end of the day is
becoming “totally divorced” from the
rest of trading, according to a senior
European exchange executive, who
added that the venue was “starting
discussions with big banks about the
systemic risk of the last five minutes”
and questioned his own marketplace’s
“concentration risk”.

The boom in trading around the
closing auction has largely been
driven by the growing popularity of
exchange traded funds and passive
investing, which are benchmarked to
the closing price of indices. The
increased activity means active fund
managers, who try to outperform
benchmarks, can also move large
blocks of shares without their deals
beingdetected by high-speed traders.

Trading executives are mostly con-
cerned about the impact of an outage
during the closing auction, like the
one that hit European exchange group
Euronextin October 2020.

“The nightmare scenario for the
market is an exchange outage on the
day of a major index rebalance that
prevents the incumbent from running
its closing auction,” said Natan

May 31 2024 Jun 3 2024

Tiefenbrun, president of North Amer-
ican and European equities at Cboe
Global Markets.

The UK’s Financial Conduct
Authority said it was aware of the
increased activity at closing auctions,
and was assessing how venues should
manage outages as part of its review of
secondary markets. Executives are
also growing concerned that the
heightened activity is sucking liquid-
ity from the rest of the trading day,
which is eight hours in Europe and
six-and-a-halfhours in the US.

Traders warn the thinner activity
was making it more difficult to trade.
The volume shift had led to “larger
intraday spreads and increased vola-
tility during continuous trading”, said
asenior trader at a fund manager.

Large trades also became more con-
spicuous, he added.

“Anything [that is] 3-4 per cent of
our daily volume is detectable by
high-frequency traders, and the mar-
ket moves away from you.”

“It’s a feedback loop,” Tiefenbrun
added. “More liquidity at the close
drives people to trade more at the
close.”

Bain to limit
work in China
amid rising
tensions

SIMON FOY — LONDON
STEPHEN FOLEY — NEW YORK

The new boss of consultancy Bain &
Company has said the firm is pulling
back from advising certain industries
in China, as rising tension between Bei-
jing and Washington heightens scru-
tiny of western businesses operating
there.

Christophe De Vusser, who takes overas
global chief executive of Bain today, said
the US-headquartered firm would oper-
ate “less frequently” in “sensitive indus-
tries” in China. It comes after Chinese
police raided Bain’s Shanghai offices last
year, interrogating staff and confiscat-
ing computers and phones, amid a
wider series of moves by Beijing against
western businesses.

“We continue to operate in China
within the regulatory and legal environ-
ment that is required to operate there,”
said De Vusser in an interview with the
Financial Times. “There is a clear set of
sensitive industries that are at the heart
of discussions from a geopolitical basis.
So in these industries we will indeed
operate less frequently.”

He did not specify the industries from
which Bain was pulling back, but said
that all of the firm’s Chinese work first
went through its central risk committee.
While Bain had adjusted its business to
comply with new regulations in Chinaon
data and cyber security, he added: “Are
we clear on how the regulatory environ-
ment will evolve?1 think nobody is clear
how exactly it will evolve.”

De Vusser, a Belgian who was head of
Bain’s European private equity advisory
business, cited geopolitics as one of four
global trends that would dominate his
time in charge of the firm.

He takes over after a bruising period
for the consulting industry: most firms
have cut pay and bonuses and limited
hiring after a slowdown in dealmaking.
While Bain has avoided significant lay-
offs, this year it offered some consult-
ants in London redundancy with six
months’ pay, partly paid temporary
leave, or an option to move overseas.

In 2022, the UK government handed
Bain a three-year ban from tendering
for British government contracts over a
South African corruption scandal, but
reversed the decision after less than a
year. “The most important learning
from [our South Africa] mistakes was
that we’ve changed, in a significant way,
in what we do in terms of risk,” De
Vusser said.

Big lenders are being held back

by job fears, regulatory concerns

and inertia, say fintech chiefs

CRISTINA CRIDDLE AND AKILA QUINIO
LONDON

Financial services are failing to imple-
ment artificial intelligence successfully,
European fintech executives have
claimed, even as evidence mounts that
the hyped technology will boost produc-
tivity and cut costs.

Job loss fears, regulatory concerns
and institutional inertia are among the
factors deterring bankers from fully
embracing the technology that under-
pins products such as ChatGPT.

“The big banks will definitely not
adopt [the technology] as quickly as any
of the fintech,” said Tom Blomfield, co-
founder of Monzo and group partner at
Silicon Valley start-up incubator Y Com-
binator. Generative Al would, however,
“make banks more efficient and able to
provide the same products at a cheaper
cost”,

Only 6 per cent of retail banks are pre-
pared to implement Al at scale across
their businesses, a Capgemini study
found. McKinsey estimates, however,
that the technology could add up to
$340bn in value every year to the global
banking sector, equivalent to around 4.7
per cent of total industry revenues.

Many say the technology, with its
capacity to answer questions and ana-
lyse vast amounts of text and numeric
data in seconds, has the power to slash
costs across the industry yet there are
fears that the disruption will lead to job
losses.

“People don’t understand that it’s

Technology. Banking

Financial services slow to adopt Al despite benefits

there as a productivity tool,” said Nasir
Zubairi, chief executive of fintech accel-
erator Luxembourg House of Financial
Technology. “They still genuinely
believe it will take away their jobs.”

He added: “Traditional banks are fun-
damentally analogue by design, and
converting analogue to digital has
always beenatough thingto do.”

Zubairi, speaking at the Financial
Times’ TNW tech conference last
month, used the example of money
laundering checks, where institutions
typically hire employees to trawl
through spreadsheets looking for unu-
sual activities. He said when he demon-
strated to one institution how to
improve this with a customised AI
model, which he estimated could save
up to “€450,000 a year in salary instan-
taneously”, it was rejected.

“People don't like firing people,” he
added. “They want to protect the func-
tion of their job and, if they have to fire
people within their team who do these
jobs, they are also potentially under
threat as management or their power is
alsobeing eroded in some way.”

Central banks have recently been
urged to “raise their game” with AL
according to the Bank for International
Settlements, which said the technology
could provide productivity gains but
carried risks too, such as giving incor-
rect information and being vulnerable
to hacking.

A common issue with large language
models, the technology behind most
generative Al products, is their ten-
dency to “hallucinate” to state inaccura-
cies as fact. They are also known to gen-
erate information based on the data
they have been trained on, leading to
concerns about sensitive or secure
information. “There’s not necessarily a

rejection of [AI], but there is hesitancy,”
said Wincie Wong, head of digital at Nat-
West, who called for the technology’s
risks, ethics and vulnerabilities to be
assessed before deployment. “In the
end, we are one of the large banks and a
lot of customers hold their data and
their financials safe with us. We need to
respect that,” she said.

Customer service is one of the areas
most disrupted by Al tools, which can
converse in a humanlike manner and
respond to queries. For more than a dec-
ade, digital banks have used machine
learning totriage online questions, often
directing clients to a human customer
service agent.

However, LLM-powered bots can
understand a wider range of queries
regardless of how they are phrased and
they can execute decisions, such as
ordering a bank card, removing the
need forhuman intervention.

Many banks and fintechs, including
Klarna and NatWest, already use AL
chatbots for customer service. Wong
said NatWest had made huge strides

It is estimated that Al could add up to
$340bn in value a year to the sector

with generative Al in its service Al Cora,
receiving more than 11mn chats over
the year, with more than halfneeding no
human intervention.

Swedish fintech Klarna said its Al
assistant could do the job of 700 cus-
tomer service workers and resolve que-
ries in under two minutes, compared
with 11 minutes previously. As a result,
the company expects to save $40mn in
customer service costs this year.

However, Wong said training the
models to be nuanced was crucial to its
success. For example, it needs to under-
stand that a change of address could
have an emotional undertone, such as a
family bereavement.

Banks must also be careful to roll out
the nascent technology while adhering
to the industry’s strict compliance rules
and navigating an uncharted regulatory
environment. In a landmark 2022 rul-
ing, a Dutch court ruled in favour of
neobank Bungq after it sued the Dutch
central bank for banning it from using
Al to conduct money laundering checks.

Regulators in May lifted restrictions
on the German fintech N26 after it
improved its scrutiny measures. For
years the bank had a limit on new client
sign-ups because of its poor anti-money
laundering controls and faced millions
of euros in fines for the persistent late
filing of suspicious activity reports.

Carina Kozole, chief risk officer at
N26, said it worked closely with regula-
tors on building an Al model to evaluate
whether a new customer was a criminal,
which had reduced instances on the
platform by 90 per cent.

“If we don’'t embrace Alin the indus-
try, then in a few years, we will no longer
be here,” she added. “We need to show
the advantages and how we can grow
compliant if we’re using AL”
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Dior bag maker raid unnerves luxury sector

Milan probe shines light on exploitation of workers in supply chains despite high-end brands’ zero-tolerance pledges

SILVIA SCIORILLI BORRELLI — OPERA
KATI CHITRAKORN — LONDON

The Dior leather bag supplier Milan
investigators had long had their eyes on
was located close to the Via del Lavoro,
or Labour Street, in the suburban city
of Opera. But behind its doors they
uncovered employment practices of
anotherage.

They found evidence of illegally hired
workers, forced to sleep inside the fac-
tory and work long hours — including
nights and holidays — in an unsafe
working environment, according to a
statement from the Milan prosecutor’s
office.

The Chinese-owned supplier would
sell bags to Dior for €53 apiece, investi-
gators said. A few kilometres away on
Milan’s ritzy Via Monte Napoleone,
handbags from the French haute cou-
ture brand, which is owned by LVMH,
can costmore than €2,000.

Asaresultan Italy-based Dior subsid-
iary — Manufactures Dior —was placed
under court administration last month
for failing to carry out appropriate due
diligence and supervise its suppliers.

The sanction means it will be run by a
court-appeinted manager for one year
in order to fix the shortfalls. Milanese
prosecutors also alleged another Chi-
nese-owned Dior supplier, based in the
town of Cesano Maderno north of the
city, was exploiting illegal workers.

The development has shone a light on
practices in the supply chains of the lux-
ury sector, an area hitherto regarded as
problematic more for fast fashion than
producers of expensive goods.

The Milan prosecutor’s action against
the supplier follows two other similar
actions against upmarket accessories
malker Alviero Martini and a Giorgio
Armani subsidiary earlier this year.
Such examples could be the tip of the
iceberg for the luxury fashion industry,
investigation insiders warn.

As investor scrutiny of environmen-
tal, social and governance considera-
tions increases, the revelations could
not have come ata worse moment.

Jean-Philippe Bertschy, managing

director and head of Swiss equity
research at Vontobel, said one of the
most concerning aspects of the Italian
cases was the fact that the brands were
“very high end and considered as exem-
plaryin the ESG field”.

Years of unprecedented growth for
the luxury sector have put pressure on
their supply chains.

Italian supply chains account for at
least half of global luxury goods produc-
tion, according to Bain & Company.
‘While a manufacturing exodus from the
late 1980s saw many fashion businesses
shift production to low-cost countries
such as China, a lot of companies subse-
quently moved their operations back

after the move threatened their ability
to brand their goods as “made in Italy”
— viewed as a marker of the highest
quality and craftsmanship, and earning
them prestige in the eyes of customers.

But demand has since exploded due
to post-pandemic spending and new
classes of affluent consumers across the
world. In response, companies have
stepped up their marketing efforts
while simultaneously releasing new col-
lections more frequently.

Skilled artisanal workers are in high
demand, especially as younger people
have moved away from manual and
vocational professions. The increased
pace of production had necessitated
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Worlds apart: speed and efficiency, said Claudia Yo
2 oumay
a Dior fashion D’Arpizio, a partner at Bain. “To cover Y
show in Paris the pealss of production or specificman- O know
in February ufacturing phases, brands need to rely our
and, below, the on external suppliers and these suppli- o A
Chinese-owned ers often rely on other sub-suppliers,” Chinese
Dior supplier she said. “It’s a very complex thing to supplier is
near Milan, control with the time to market and the pp R
which is being level of newness required. But that’s not eXplOltlIlg
investigated by an excuse. . . WOI'kﬁI'S,
prosecutors Others go further, saying changes in
ey the industry are not conducive to but youare
Gety Images human rights. According to people close
to the matter, Milanese prosecutors PIER IS
may be looking at several other luxury ~ yOU are
label§ and their suppliers, suggesting making an
such issues may have become an indus-
try-wide problem. enormous
“When you are buying an item for €50 pI‘Oﬁt,

and selling it for more than €2,500, like

in Dior’s handbags case, you may not
know your Chinese supplier is exploit-
ing workers, but you are very aware you
are making an enormous profit on each
piece and evidently that’s the priority so
you don’t ask the other questions,” said
a fashion industry investor speaking on
condition of anonymity.

The Milan prosecutor declined to
comment. Dior, which is not under
investigation, declined to comment.

Earlier this year Alviero Martiniand a
Giorgio Armani-owned company were
also placed under court administration

Food & beverage

‘Food wars’ warning as global supplies wane

MADELEINE SPEED
AND SUSANNAH SAVAGE — LONDON

The world is headed for “food wars” as
geopolitical tensions and climate
change push countries into conflict
over waning supplies, said one of the
world’s largest agricultural commodity
traders.

“We have fought many wars over oil. We
will fight bigger wars over food and
water,” said Sunny Verghese, chief exec-
utive of Olam Agri, a Singapore-based
agricultural tradinghouse.

Speaking at the recent Redburn
Atlantic and Rothschild consumer con-
ference, Verghese warned that trade
barriers imposed by governments seek-
ing toshore up domestic food stocks had
exacerbated food inflation.

Big agricultural commodity traders,
which reaped record profits in 2022
after Russia’s full-scale invasion of
Ukraine sent food prices soaring,
have been accused of exacerbating food
price inflation through profit-boosting
mark-ups.

But Verghese argued that elevated

food price inflation was in part the
result of government intervention. A
proliferation of non-tariff trade barriers
in 2022 in response to the war — 1,266
from 154 countries by his count — had
“created an exaggerated demand-
supply imbalance”, he said.

Wealthier countries were building up
surpluses of strategic commodities,

‘India, China, everybody
has buffer stocks. That
is only exacerbating

the global problen’

leading to exaggerated demand, and in
turn higher prices, Verghese said.
“India, China, everybody has buffer
stocks,” he said. “That is only exacerbat-
ing the global problem.”

Food prices started to climb in the
walke of Covid-19 and surged following
the start of the war in Ukraine as some
exports of grain and fertilisers were
blocked by the conflict. This deepened
food insecurity in poorer countries and

for allegedly failing to oversee their sup-
pliers. The parent fashion houses are
notunder investigation.

Alviero Martini, owned by Rome-
based Final Group, said in January its
suppliers had illegally hired subcontrac-
tors violating the terms of their supply
contracts, which forbid it. Armani said
in April it had always sought to “mini-
mise abuses in the supply chain” and it
would fully co-operate with the court.

Beyond Italy, other luxury companies
have also faced criticism for alleged
shortcomings in how they source mate-
rials. A BBC investigation in May linked
ingredients used by high-end perfum-
ers, including I’Oréal-owned Lancéme
and Estée Lauder’s Aerin Beauty, to
child labour in Egypt. At the time, both
companies maintained that they had
zero tolerance for exploitation and had
contacted their suppliers.

Luxury cashmere brand Loro Piana
has recently come under fire following a
media report alleging that it was not
paying indigenous workers in Peru
fairly forwool that ended up in sweaters
sold for thousands of dollars.

US congressman Robert Garcia, a
Democrat from California who was born
in Peru, wrote to the company asking
about their sourcing. In response, the
company said it had worked for decades
to help preserve the population of the
vicufia while also increasing its invest-
ments in irrigation, education and infra-
structure in the country.

“We often view the low prices and
resultant labour rights abuse as baked
into the fast fashion model but those
problems are more pervasive than
that,” said Natalie Swan, labour rights
programme manager at the Business
and Human Rights Resource Centre.
“There’s the expectation that if you are
buying something luxury it is very
bespolce and has been created closer to
home. Often, that’s not the case.”

She warned that in the face of uncer-
tain consumer demand and rising raw
materials costs, “it might mean a dou-
bling down of the worst elements of the
business model, which is to put the price
and cost of these changes on to the
workers and the upstream supply chain
rather than impact profit margins”.

Vontobel’s Bertschy added: “For
many companies it’s still very difficult
to track the whole supply chain, espe-
cially when they are in foreign countries
[and] even when trying to buy from
some certified suppliers, there are still
loopholes and issues.”

Several luxury groups, including
Chanel, Prada, Zegna and Burberry
have been acquiring or investing in their
strategic suppliers in order to control
more of the supply chain.

Hermés, which remains committed to
traditional manufacturing methods, has
taken a different approach and shunned
mass production in favour of training
workers to stitch its leather bags by
hand. In February, the company said
that it would reward all employees with
a €4,000 bonus following a successful
year.

‘When the Financial Times visited the
Dior supplier in Opera, it appeared to be
business as usual: lights were on and
vehicles, including a Porsche and a
Tesla, were parked in the driveway. The
FT was not granted access when the
entry buzzer was pushed.

Bain’s D’Arpizio said increased public
scrutiny may serve asa turning point for
the industry. “In luxury, [exploitation]
should not happen. This is an industry
of excellence and craftsmanship is a key
component of it. You cannot really com-
promise on that aspect,” she said.

left consumers all over the world facing
acostoflivingcrisis.

With this rise and climate change
hampering agricultural production glo-
bally, governments are increasingly
turning to protectionist policies.

In 2022, Indonesia banned palm oil
exports to protect the local market.

Last year India imposed export
restrictions on certain types of rice inan
effort to curb rising domestic prices
ahead of parliamentary elections, after
a volatile monsoon disrupted produc-
tion and spurred fears of a supply short-
age. “That was precisely the wrong
thing,” Verghese said. “You're going to
see more and more of that.”

Addressing the impact of climate
change on global yields, Verghese urged
the gathering of consumer industry
executives, including the bosses of Coca-
Cola and Associated British Foods, to
“wake up” and take more action on cli-
mate change.

Governments should charge a tax for
carbon, he argued.

“Carbon s free today, so we are pollut-
ing indiscriminately,” he said.
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BlackRock backs pensions ESG backlash

Move reflects growing
hostility to climate-related
shareholder proposals

LEE HARRIS — LONDON
BROOKE MASTERS — NEW YORK

BlackRock has thrown its weight behind
a coalition of US police and firefighter
labour groups that is making the case
for getting politics out of pensions, in its
latest effort to navigate the backlash to
environmental, social and governance
investing.

The world’s largest money manager is
the only financial group among the
founding members of the Alliance for
Prosperity and a Secure Retirement, a

Delaware-registered non-profit that
warns on its website that “politics has no
place in Americans’ investment deci-
sions”. After coming under fire over its
advocacy for sustainable investing,
BlackRock has increasingly highlighted
the primacy of investor choice.

A handful of small business and con-
sumer non-profits are also members of
the alliance, which launched this year
amid a flurry of ESG-related activity.
Forty-four state legislatures considered
162 bills in 2023, and 76 more proposals
have been put forward this year, accord-
ing to law firm Ropes & Gray. Roughly
80 per cent of the proposals sought to
ban consideration of sustainability fac-
tors, while the rest actively promoted it.

“We are not pro-ESG. We are not anti-

ESG. What we are is ‘pro’ letting invest-
ment professionals, who have a fiduci-
ary duty to their beneficiaries, do the
work that they’re supposed to do,” Tim
Hill, a retired Phoenix firefighter who is

‘We are “anti” politicians
interfering with
fiduciary duty so they
can carry out an agenda’

president of the alliance, told the Finan-
cial Times. “We are ‘anti’ politicians,
from either the right or left, interfering
with that fiduciary duty so they can
carry outa political, social agenda.”

Hill said the group had been set up to

rally pension industry participants. “We
decided we were going to try and take
this different tack of enlisting the indus-
try to assist us, primarily in the financial
burden of pushing back and protecting
our funds and fund managers,” he said.

BlackRock said in a statement that it
was “proud” to back the alliance, add-
ing: “As a fiduciary, our mission is to
help more people experience financial
wellbeing in all phases of life. The alli-
ance is one of many organisations that
BlackRock supports which are commit-
ted to helping more Americans retire
with dignity on their own terms.”

The $10.5tn money manager has been
at the centre of the political fight over
ESG since 2020 when chief executive
Larry Fink beat the drum for sustaina-

ble investing, pledgingin his annual let-
ter to make “sustainability integral to
portfolio construction and risk manage-
ment . . . governments and the private
sector must work together to pursue a
transition that is both fair and just”.

BlackRock became a target for both
Republican politicians who objected to
what they described as “woke capital-
ism” and progressives who wanted the
firm to go further in forcing its investee
companies to decarbonise.

In the past three years, BlackRock’s
stewardship has become much more
sceptical of climate-related shareholder
proposals. Last year it voted against
most of them, saying the others were too
prescriptive or were not in the financial
interest ofits clients.

Will US jobs market begin to cool?

Friday’s non-farm payrolls figures for
June will be the standout of a data-
packed week in the US that will be short-
ened by the July 4 celebrations.

Analysts polled by Reuters expect a
further 180,000 new jobs to have been
created in June and they forecast that
the unemployment rate will hold steady
at 4 per cent, its highest since February
2022.

A blowout headline gain 0f 272,000 in
May — far above expectations — pro-
vided some reassurance on the health of
the economy, but economists pointed to
nuances in subsequent economic data,
which suggest slowing growth.

“Americans continue to see jobs as
broadly easy to get,” said Yelena
Shulyatyeva, senior US economist at
BNP Paribas, who added that growth in
healthcare, leisure and hospitality and
also local and state government jobs
should support the headline number.

A number that falls below expecta-
tions could unnerve investors con-
cerned that the US economy is losing its
zip. Data in June showed continuing
claims for unemployment benefits had
reached 1.84mn, its highest level since
November 2021, suggesting would-be
workers were finding it hard to get jobs,
even if those in work were relaxed about
their prospects.

Traders will also pay attention to
average hourly earnings (AHE) growth
and its signals for inflation. Data for May
showing a gradual decline in core per-
sonal consumption expenditure — the
Federal Reserve’s preferred inflation
gauge — supported those hoping for an
interest rate cut in the coming months.
The earnings growth rate for June is
forecast to slip to 3.9 per cent year-on-
year for a new post-pandemic low.

“Historically, AHE growth in the
vicinity of 3 per cent has been more con-
sistent with [personal consumption]
inflation growth of 2 per cent,” added
Shulyatyeva. Jennifer Hughes

How would sterling reacttoa
Labour landslide?

Markets have shrugged off the twists
and turns of the UK general election
campaign in recent weeks, with the
opposition Labour party widely
expected to enter government with a
majority of seats in parliament after
voters head to the polls on Thursday.
Since Prime Minister Rishi Sunak’s
surprise announcement in May of aJuly
4-election, sterling has weakened 0.6 per

Ready for work:

people at a jobs
fair in Sunrise,
Florida, last
month. Data in
June suggested
would-be
workers in the
US were finding
it hard to get
employment

Joe Raedie/Getty Images

Market questions. Week ahead

Investors watch US job figures for signs of weakness

cent against the dollar. The fall has
mostly been driven by a strong green-
back, which has strengthened 1 per cent
against a basket of six currencies over
the same period.

While UK government bond prices
have been affected by economic data
expectations of when the Bank of Eng-
land will start lowering interest rates,
they have been much steadier than their
French counterparts before parliamen-
tary elections in France.

Investors say a very large Labour
majority could provide some supportto
sterling and to UK debt if it helps reas-
sure markets that a new government
will usher in a prolonged period of sta-
bility in UK politics and makes it easier
to reform planning permission rules,
which could help stimulate growth.

“Inrelative terms [to France], the UK
[election] is being treated as a non-
event,” said Peter Goves, head of devel-
oped markets rates strategy at MFS
International.

He added that “at the margin” a
Labour landslide would support sterling
because it “ought to provide a degree of

stability in the UK that arguably has
beenlacking”.

Labour leads the ruling Conservatives
by around 20 percentage points in the
FT’s aggregation of national voting
intention polls. If the polls are broadly
correct, Labour could win around 450 of
the 650 House of Commons seats. Mary
McDougall

Will the European summer holiday
season stoke inflation?

The start of the summer tourist season
is pushing up prices of many services
from package holidays to hotels, threat-
ening to delay the decline in Eurozone
inflation expected by many analysts.

The latest inflation figures for the bloc
to be published tomorrow will indicate
how much services prices are being
lifted and whether this is offset by slow-
ing energy and food prices.

Economists polled by Reuters fore-
cast overall Eurozone inflation would
dip slightly, from 2.6 per cent in May to
2.5per centin June.

The early signs from figures released
in France, Spain and Italy on Friday are

A Labour
landslide
‘ought to
provide
adegree of
stability in
the UK that
arguably
has been
lacking’
Peter Goves,

MFS
International

that the downward pull from easing
energy and food inflation is slightly
stronger than the upward push from
sticky services prices.

Inflation fell slightly in France and
Spain, but rose slightly in Italy. After
stripping out energy and food, core
inflation was either flat or dipped
slightly in all three countries. George
Moran, a European economist at
Nomura, said: “The evidence on core
inflation suggests slight upside risks.”

The figures should still provide some
reassurance for the European Central
Bank, which recently cut interest rates
for the first time in five years while
expressing concern about the stickiness
of services prices.

“Overall, these releases won't overly
worry ECB officials, but stalling disinfla-
tion in services will strengthen their
resolve to be cautious,” said Franziska
Palmas at Capital Economics.

She predicted the ECB was likely to
keepinterest rates on hold at its meeting
this month but then cut them twice by a
total of a half-percentage point by the
end of the year. Martin Arnold

Insurance

Zurich and
Aon plan cover
for hydrogen
developments

IAN SMITH AND RACHEL MILLARD
LONDON

Two of the insurance industry’s biggest
companies, insurer Zurich and broker
Aon, have created a new insurance
scheme for hydrogen production to
boost the development of a sector
viewed as vital for the transition to
clean energy.

The platform will bring together a
number of insurers, led by Zurich, to
underwrite smaller individual projects
of up to $250mn in capital expenditure
that would otherwise struggle to find
insurance. The projects will be offered a
range of cover from construction to
operational risks.

The development comes at a time of
growing concern about whether there is
enough capacity in the insurance indus-
try to provide the trillions of dollars of
cover that will be required for green
energy projects.

“The insurance is often the difference
between go or no-go for these [smaller]
projects,” said Joseph Peiser, global chief
executive of commercial risk at Aon.

The cover targets two key low-carbon
methods of producing hydrogen: mak-
ing it from natural gas and capturing the
emissions released, and splitting it from
water using renewable electricity.

Peiser said the insurance facility had
been two years in development but was
now quoting for its first projects and
could eventually provide policies for
10-20 projects a year, with total

‘The insurance is often
the difference between
go or no-go for these
[smaller] projects’

coverage running into the billions.
Around two-thirds of such hydrogen
projects would be in the scope of the
programme, he added.

Zurich will be thelead insurer on each
project, in combination with other
insurers, a model that is common to
underwriting big commercial risks.
Businesses will be able to buy cover fora
range of risks, such as third-party liabil-
ity during construction through to cover
for outages once a facility is built.

Sierra Signorelli, chief executive of
commercial insurance at Zurich, said
hydrogen had “immense potential” as a
greener alternative to fossil fuel.

Many countries are counting on
hydrogen to help cut carbon emissions,
hoping it can be used instead of fossil
fuels in sectors from steelmaking to
transport and heavy industry.

But the majority of hydrogen in use
today is made by splitting it from natu-
ral gas, which releases carbon dioxide in
the process. Producing it in a lower-
carbon way requires either capturing
and storing those emissions to make
“blue” hydrogen, or extracting it from
water using low carbon electricity, for
“green” hydrogen.

Both processes require major invest-
ment and the sector is currently held
back by high costs and uncertainty over
demand. The Zurich-Aon scheme is
intended to cover a range of hydrogen
infrastructure including production,
storage and transportation.

Only 7 per cent of clean hydrogen
projects around the world have so far
been given the go-ahead with a final
investment decision, according S&P
Global Commodity Insights.
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FISE All-Share Energy (15] @690 WS112 WOAm E1777 41 298 806 19344 173057 | FISE Globsl Small Gap 19  Industrial Metals & Mining Croda International PLC 3948 -101.00 Rolls-Royee Holdings PLC 45680 -16.40
FTSE All-Share Utilites (8) ms,m TMAN BAG4H ESG102 BBI5 562 203 675 22984 130143 | FISEAIWord 19 Mining Darktrage PLC 57660 060 Sage Group PLC 10885 7.50
FISE A St Sfoers e Conputr Sevioes 1] 287351 260146 209168 289512 230851 153 187 307 2920 453004 | FISEWorld 19 Industrials g?““cpw : gj" "‘:: Sa;‘“s""’”';'l’ Ac ;52':“ ";“‘;
FISE Al St TchnologyHardware ad et (1] 3637.93 316680 361301 370022 405654 466 -057 -3790 11587 502870 | FISEGIobal AllCapex UNTEDKINGDOM in 1.8 Construction & Materials e o MOlrs AL B30 125
FISE Al Stare TeecommricaionsEqspment) 409,08 3610 40952 40773 37331 342 061 4801 00D  60sg2 | FISEGlobal AllCapex USA 29 Aerospace & Defense Diploma PLC 4148 2200 Scottish Mortgage Investment Trust PLC 88420 440
FISE AL Stae Teecammuricatos Savice Pidrs f 2016.94. 175485 201130 200840 198177 820 088 1789 6362 3167.92 | FISE Global All Capex JAPAN 19 General Industrials EasjEtPIC 45770 BOUL SeruFIC B2 520
FISE AllShers Health Care Providers 1) 1838.07 100584 1161388 1188945 1064743 111 257 3517 10580 1111893 | FISE Global AllCapex Eurozone 18" Eectroic & Flecrical Equipment Exar it SHIE Sovrn Tt AL o a
FISEAIH smuedmwwmmmm 513261 46790 51M54 513021 59043 277 123 2935 8991 517641 | FTSEDeveloped 18 Industial Engineering E‘“E;“‘" — e el ”N - ::‘; 2 ‘%
and ictchockogy 112264829 1971607 2262885 2318722 2080630 230 176 2463 32461 1965433 | FTSE Developed All Cap 1.8 Industrial Transportation F&c ""ES“"E’;‘E"‘“ z” u;.g S"‘h"u lephew PLC ﬁ{u b
FTSE Al Share Banks (12) 417072 050 420777 41892 346769 583 124 1375 15396 409749 | FISEDeveloped Large Cap 17 Support Senvices isen e S RS Rl
FTSE Al-Share Finance and Cresit Services B]1 2674 64 1103320 1280448 1284650 1146380 165 141 4296 14413 1758967 | FISE Developed Europe Large Cap 31 Consumer Goods T 562. miths Group 75 200
FISEA S st kg e e 10980 26 955827 1003076 1104851 B977.72 401 201 1240 23308 1670821 | FISE Developed Europe Mid Cap 32 Automobiles & Parts Glaxosmithkling PLC 15285 8350 Smurfit Kappa Group PLC 3530 -128.00
FISE AllShare Closed End Inestmerts (191)12311.86 1071740 1226241 1232446 1111028 287 232 1502 17762 807171 | FISEDevEurope Small Cap 32 Beverages Glencore LG 45110 360 Spirax-Sarco Enginecring PLC 8480 130,00
FTSE All-Share Life Inswrance (6) 5606.64 50565 561183 50355 613149 58 08 1744 22770 775803 | FISE North Americalarge Cap 13 Food Producers Lol T S il 2 17EnEES IR
FTSE AllShare Nonlife Insurance () 4129.92 300 42647 208660 BERI 291 18 1841 7077 916784 | FISE Norh America Mid Cap 18 Housetod Gocs & Home Corsiction bl EIRE % NSk i bed B Em T
FISE AR Stere el s Iestret and Senies 1] 217746 189545 216888 216771 198516 238 042 10010 2886 6766.39 | FISE North America SmallCap 15 Leisure Goods Fanyresves Levsiown PLT B3 =1 Teylor Wiy FLL 16211
FISE Al Stre el e besnet T (19 205840 179182 24566 20M277 185351 474 052 409 5389 338030 | FISENorth America ) 14 Personl Goods i eecatnin PG L i) a0
FISE Al-Shae Automobles and Pars (3) 1127.27 %129 12732 TMIW 190107 4% 029 795 3064 121645 | FISEDeveloped ex North America 29 Tobacco Fown ol S e kD
FTSE All-Share Consumer Senvices (1) 3560.55 309944 362813 361824 364297 205 199 2449 7289 469393 | FTSE Japan Large Cap 18 HeafthCare ) pEll 55‘37' o~ U“""’ S £ 51’5“ zﬁ"
I5E At G nd o Cosrcin110792.71 939499 1060188 1078700 B24882 401 178 1338 17947 10497.94 | FTSE Japan Mid Cap 24 Health Care Equipment & Senvices el 175 <cbl i Mites S LG b
FTSE All-Share Leisure Goods {2) 2547328 2950588 2044004 2950328 398 111 2286 63201 3499535 | FISE Global wi JAPAN Small Cap 25 Pharmaceuticals & Biotechnology imperial Brands 024 -12.00 Vistry Group s
FTSE All-Share Personal Goods (3] 1016220 1196638 124018 256052 5% 164 1087 41692 97698 | FISEJapen 20 Consumer Services e L U A 21 ocetu e S B G Al
FTSE All-Share Media 10] 1132752 1308758 1294855 1013057 218 148 3087 19140 9530 FISE Asia Pecific Large Cap ex.Japan 26 Food & Drug Refailers Intorontinental Hotels roup PLE 8325 60.00 Wairroup PLC 1594 5100
FTSE All-Share Retailers 21) 42 U3 MBW 21143 28] 23 1506 3104 327059 | FISEAsiaPacific Mid Copex Japen 26 General Retalers Intenmediate Copitol Growp PLG 2182 5800 Whithrcod PLC 2675 2400
FTSE All Share Travel and Leisure (24) 7281.47 619847 725300 730384 743465 146 155 4421 4234 769563 | FISEAsiaPacif Smal CapexJapen 22 Media Iotemationa] Consaidzied Arfecs Brap SA, 16225 680 Wpp LG ZAM 2820
FTSE All-Share Beverages (5) 2054626 1788540 2065085 2103844 2587922 320 147 2125 28606 1709953 g:g‘s Pacirl\cubé:am gg pa:\ & Leisure
FTSE All-Share Food Producers (3)  B0B3.20 01897 810972 622006 667654 224 287 1558 6079 811941 rging Al Cap elecommunication
FTSE All-Share Tobacco (2) 2817848 2452920 2814144 2886550 2063049 899 315 354 128634 3061062 | FISEEmeringlarge Cap 28 Fixed Line Telecommuniations K STOCK MARKET TRADING DATA
FISE Al Share Constructon and Materils (16110832.35 947950 1090852 1080641 903250 330 226 1342 22593 1336837 | FISEEmerging MidCap 3.1 Mobile Telecommunications Jun28 Jun27 Jun 26 Jun 25 Jun24 YrAgo
FISE AllShare Aerospace and Defense (B111586.77 1008622 1159871 1169134 661541 114 432 2025 BOB0 1449514 | FTSEEmerging Small Cap 25 Utliites Order Book Tunover [m) 3138 19380 121201 2666 10030 10030
FISE Al-Share Bloctronic and Hectical Equipment 11112155.42 1058122 1223550 1213275 1157279 155 244 2638 8690 12330.97 FTSE Emerging Europe 30 Eletricity P Order Book Bargains 54312900 55834700 55813800 59792300 70813100 708131.00
FTSE All-Share General Indusirials (8) 5720.60 497974 578028 560608 476943 325 131 2341 1009 798044 | FTSELatin America All Cap 15 GasWalor & Multivtiitios Order Book Shares Traded (m) 146900 190300 132800 157600 309100  3091.00
FTSE All-Share Industrial Engineering (6114369.18 1250828 1447215 1449408 1505625 220 204 2226 20717 1997156 | FISEMiddle Eastand Africa All Cap 37 Financials Total Equity Tumover (£m) 587267 830832 1051063 890668 818462 818462
FTSE AllShare Indusrial Support Sevices (28110915.67 950207 1097098 10897.19 1011026 196 168 3046 16598 1304896 | FISEGbtalwiUNTEDKNGDOMAICa 37 Banks Total Mkt Bargains 135408000 1894278.00 13818BB.0D 159652100 1176180.00 1176160.00
FTSE Al-Share Idustriel Transportatin (8) 599103 521516 57577 603008 589445 169 508 1165 1727 640322 | FTSEGlobalwi USAAICap 1.3 Nonlife Insurance: Total Shares Traded (m} 782500 7966; 803500 1095600 908200 908200
FTSE All-Share Industrial Materials (112255021 74587 2310431 2310431 1785336 189 271 2318 24505 2937988 | FTSEEuropeAll Cap 31 Lifelnsurance T Excluding inira-market and averseas tumover. *UK only total at 6pm. T UK plus inira-market tumover. (u] Unavaliable
FISE AllShare Industial Metals and Mining £) 7261.59 632147 724818 732849 675051 497 201 1001 16080 1217545 | FTSEEurozone All 32 Financial Services (c) Market closed.
FISE Al Share Precious Metals and Mining (5) 9893 95 861262 991508 985393 46431 268 113 3296 13528 731481 | FTSEEDHECisk Efficient AllWorld 24 Technology 1162.76
FTSE All-Share Chemicals (7] 893104 744z 5602 SUBST 1097021 339 127 2315 21201 940420 | FIEEDHECHSKEcen Develped fope 34 Software & Computer Services 1508.13 ) ‘ ) i o .
FTSE All-Share Oil Gas and Coal (14) 252,90 806450 919804 912870 79752 417 298 B804 19384 124461 | Oi&Gas 40 Technology Hardware & Euipment He47t Al data provided by Momingstar unless otherwise noted. All elements lsted are indicative and believed
FTSE All-Share Electricity (2) 10644.97 926639 1063548 1077821 1111775 488 251 815 13504 2304044 | Oil & GasProducers 41 Alternative Energy 186.59 accurate at the time of publication. No offer is made by Momingstar or the FT. The FT does not warrant nor
FTSE Sector Indices il Equipment & Services 28903 46 ::;l‘ ?ﬂ'ﬂ TE‘WMDT’SWES 5 ¢$g guarantee that the information is reliable or complete. The FT does not accept responsibility and will not be
Non Financials (310) W027 01 1050 SWGT ST AS27T 347 205 WM WM 102189 | T stats Ivostment Trusis 0 liable for any loss arising from the reliance on or use of the listed information.
o FISE GobalEqury Ses, launched 1 2003, conais e SE Giobal Sl Cp Indices and roader FISE Gobal Al Cap dces lrge/ /el cap1 s well as e anvanced FTSE AI-ROT ndex SatesTargel | Foea queris e-malfrsader enquiries@mormingstar.com
mid cap) - com/geis. The trade Index® and RAFI® are registered \g proprietary intellectual property of Ressarch Affiliates, LLC '
Hourly movements 800 900 1000 1100 1200 1300 1400 1500 1600 Higvday Lowday | (USPatentNos 7.620577; 7,747 502; 778905 7,152 119; Patont ending Publ. Nos.US-2006-0143645-A1, US-2007-00S5508-AT, US 20060288416 A1, US-2011- DIE3S42-A1, WO 2005/076812, WO 2007/078399 A2, S
FTSE100 8675 83462 83412] 835965 634505 B398 830193 6628 BI5AG) 636515 832683 | WO 2008/118372, EPN 1733352, and HK1099110]. "EDHEC™ " is a trade mark of EDHEC Business School As of January 2nd 2006, FTSE is besing ts sector indices on the Industrial Classification Benchmark - please see by Mor www.morningstar.co.uk
FTSE 250 2043041 2043913 204293 2043032 2043433 2040798 2037930 2041995 2044774 2049199 2037845 | wwww.fse.com/ich. For constituent changes and other information about FTSE, please see www.ftse.com. @ FTSE Intemational Limited. 2013. All Rights reserved. "FTSE® is a rade mark of the London Stock Exchange
FTSE SmallCap 663005 603365 663183 6GALI6 664141 603572 663259 663247 6974 E647.90 B62473 | Group companies and i used by FTSE Intemational Limited under licence.
FTSE All-Share 453891 453892 453530 454482 453874 453375 453053 454293 454324 454773 452835
Time of FTSE 100 Day's high:14:14:00 Day's Low12:51:45 FISE!UD 2010/11 High: 8313 67(07/05/2024) Low: 7446.28(17/01/2024)
Time of FTSE Al Share Day's high:14:14:00 Day's Low12! 100 2010/11 High: 45: 4072.19017/01/2024)
Farther information s avalble on i/ ftse.com @ FISE ItematioralLinite. 2013 Al igts reserved. FISE®” i  trade mark o he
London Stock Exchiange Group companies and s used by FTSE IntemationalLimited underlmenue + Sector P/E ratios greater than B0 are nat shown.
For changes to FTSE Fledgling Index refer to www.
K RIGHTS OFFERS UK COMPANY RESULTS UK RECENT EQUITY ISSUES
Amount  Latest Company Tumover Pre-tax EPS[p) Divp) __Payday Total Issue Issue Stock Close Mkt
Issue paid renun. closing AssetCa i 68% 7422 2617l 569 20800 10400L 0.00000 000000 oo 1A dte pricelp) _Sector _code Stock price(p) - High Low _ Cap(em)
price up date High Low Stock Price p +or- | Aukett Swanke Group Int 8.453 4562 1.504L 05450 0.450L 0.280L 0.00000 0.00000 0000 0000 D6/18 13200 AM  AOTH AOTlInc 136.00 -120 13800 134.00 144648
Thers are currently no rights offers by any companies listed on the LSE. Bezant Resources Pe 0000 0000 6106L 143 0000 0000 0.00000 000000 0000 0000
Camival Int 11187.000 9343000 118.000L 1087.000L 0.100L 0870L 0.00000 0.00000 0000  0.000
Catenai Pe 0 0117 0281l 05460 2250L 47500 0.00000 0.00000 0000 0000
cumys Pre $476.000 G974000 28000 462000L 14900 43500 0.00000 000000 00w 100
Echo Energy Pre 0.000 0.000 28100 43140 0.001 0.005L 0.00000 0.00000 0000  0.000
Guild Esports It 2100 3702 L8OL 2284  0260L  0440L 0.00000 000000 - 0000 0000
Heavitree Brewery Int 339% 3326 0761 0.947 11.800 15300 225000 200000 Aug2 5731 5500
MediaZest It 1473 1054 01l 02600  000SL 0019l 0.00000 0.00000 - 0000 0000
MusicMagpic It S3817 61529 299 3176L  2900L  2900L 0.00000 000000 00 0000
One Media iP Group Int 2756 2732 0287 0276 0.080 0070 0.00000 000000 0055 0055
Power Metal Resources It 0000 0001 0480L 1612l  0380L  1780L 0.00000 000000 0000 0000
Watches of Switzerland Group Pre  1537.900 1542800 92100 154800 25.000 51200 0.00000 0.00000 0000  0.000
Fi ins Toxt are for year oarlier §Placing price. ‘Infoduction. TWhen issued. Annual W Ft.comir
For For a full explanation of all the other symbols please refer to London Share Service notes.
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MARKET DATA

FT500: THE WORLD'S LARGEST COMPANIES

52 Week 52 Week 52 Week
Stock Pricet/Week — High Low Yid PE MCapm  Stock Prices/Weck _ Hgh low Yid PE MCapm  Stock Pricet/Week  Hgh  low Yid PE MCapm  Stock Pices/Week _ High Low Yid PE MCapm  Stock Pricet/Week _ High low Yid PE MCapm  Stock Prices/Week — High Low Yid P/ MCapm
Australia (AS) Finland (€) Denso 2498 7050 29935 20755 218 2045 4894408 Richemont 14025 130 15400 10295 167 2066 8390373 Bristol-Myers 4190 004 6538 3963 558-1351 8492536 Linde 44025 250 47771 35837 1.15 3526211617.73
ANZBanke 7826 095 7990 2314 606 1280 5672198 | Nokia 35 012 3% 270 340 2353 2140698 | FEastphwy 26645 10850 310833 2505 149 1256 1879051 | Roche 24950 330 27790 21290 403 164719506944 | Boadcom 160026 5837 185162 795.09 118 BO.9174490243 | Lockheed  469.01 151 47950 39377 262 17.15112557.38
BHPGowp 4268 D07 5084 4193 600 197314455831 | SampoA 4010 014 4180 3455 453 1707 2155229 | Fenuc 4409 19800 5160 3603 243 2665 2728337 | SwissRe 11150 0% 11720 6310 511 1183 3339567 naumumn 31162 678 3899 21777 - BLI0 8499109 | Lowes 2010 €49 26249 18185 196 16.80125420.74
CmwBiAu 12738 037 12868 96.15 358 21.84 14237292 France (€} FastRetail 40560 75000 48040 31140 080 3425 80237.74 Swisscom 50550 550 56580 48680 461 1446 2914075 13810 133 14884 8823 174 1081 5250872 Lyondell 913 08z 10702 8791 520 1482 3130207
csL 2521 447 30642 27865 120 3906 956X | AousGpe 12825 2032 17278 12028 142 564109082 | Fuitwid 3410 3900 3610 20995 252 BE3 1508163 | UBS %45 05 2878 1728 208 306 9157222 camawm 9955 509 11604 8512 201 4402 2424587 | MarathonPd 17409 142 22001 11282 181 865 6133721
NethusBe 3623 004 3672 552 451 1682 74946 | piiquide 16128 160 17947 13750 187 2688 9060774 | Hitachi 0113000 3673 17122 487 37210079392 | ZuichFin 47910 -370 49290 40170 497 1809 7803143 | Camival 1884 277 1974 1084 - 5890 211389 | Marsh&M 21105 335 21689 18242 163 26.77 103989.41
Telstra 362 001 438 339 476 2030 279421 | aya 5 001 3519 2521 563 1049 7441487 | HodaMt 1720 5650 19595 13033 322 77 5645656 | Taiwan(NTS) Catepilr 33127 343 3201 2376 154 149516200853 | MasterCard 44608 877 49000 35077 051 380341148543
Wesfarmers 65,18 234 7101 4664 207 2810 480134 | puppaip 5953 00 7308 5282 661 975 7214743 | Jopenlobh 4348 4100 462 2997 505 1415 5405940 | Duarion 12550 00 1800 11400 380 2576 3000958 | CeeneCop 6680 LM $142 (083 - 1317 3GASSE | McDonolds 25584 2S5 30239 2573 241 23218437819
WespacBank 2723 007 7805 2041 510 1555 6309299 | (ChristianDior 67150 -7.00 83950 61850 190 188112000815 | KODI 4250 9900 5080 4059 372 1164 5796417 | fumgPefnem  GAB0 -180 8520 6350 172 2707 1902753 | CharesSch 7378 044 7949 4866 135 308513112781 McKessone 50979 1329 61217 38530 041 7632 7663524
Woolworths 3379 079 4015 2012 31208060 20672 | Creg Agr 127 02 159 1042 831 58 413612 | Keyence 70550 130 75040 52080 048 41851066606 | ponMaPre 21400 350 21750 9400 260 2027 Oid7gy | ClarerConms 30149 1144 45830 2608 - 975 434236 | Meduonic 6884 345 252810137625
Belgium (€) e 5708 46 6380 5059 358 4107 4isrzz | MitshCp 3148 9400 3775 218233 249 1285 8178259 | pMegiaTek 1400 10000 1500 65200 729 2399 691905 | ChevonCop 15725 198 17170 1962 381 139629046084 | Merck 9914 233143 35 326997.96
AnBshinBy 5412 094 6216 4917 144 248810824344 | EOF 1200 000 1205 727 241 231 538944 | Misubst 117029 2889 147 97254 - - 5 TaiwanSems 96500 -1500 98400 51600 129 283777221711 | (ChipoteMedc  B224314825 6926 3537 - 138 170855 | Mewm 27436 010 2368113126837
KBC6rp 550 056 7170 4878 620 BOZ 2847372 | EngieSA 153 03 1664 1307 1073 1500 Mend7 | Mitubishle 25675 650 225 16515 200 1833 2% | Thpitand THB) Chubb 2525 935 2541 1871 135 11341064708 | Metife 539 295 2440 5016398
Brazit(RS) Esloluotica 20120 770 21240 15968 164 3875 9961459 | MisuFud 81064 2268 107191 73282 - - - e e || 33248 751 36571 25395 153 2728 98475 | Microsoft 30945 063 39273370476.35
Rt TTH 0% 5% 0% 73 06T Tam | temeshi 200 7100 2% 6 05 0%ogieog | MURFn 17729 10200 1738 109 209 B | L CintasCop 70937 086 71998 47474 073 4899 7197498 | MastiBug 4213 - 3169 5218058
Parce 118 OOF 1577 1087 551 85 ioase | LDl 4005 3060 46185 31200 150 18323499725 | MiuhoFin 3358 78000 3390 2175 312 1143 530076 | UnitedArabEmirates(Dhs) | Cisww 4762 033 5819 4495 325 145319183202 | Mondelezint 6075 254 2082 8773829
4 o ¢ £ ke 4 MurataMfg 3322 3600 3408 2461 170 2574 41109.14 Emitestele 2830 - 3898 1160 295 2259 5753664 Citigroup 6266 267 64858 3817 335 182611952017 Monsanto 95 - 5184 25175
Cielo 563 001 567 324 858 633 275376 | LVMH 71360 370 89270 64400 179 23023825107 :
s, o T G o i e e || e 935 021 1141 919 75 - 266757 | NipponTT 15180 580 19290 14400 365 956 8545052 dom (p) CMEGD 19564 116 22380 17944 49 2227 7037171 | MorganSty 6942 345 17.53 156811.95
Rty 1028 198 M7 3144 1249 421 carg | PemodRic 12670 405 20570 12610 379 1543 343098 | MNissnMt 5580 230 71250 51800 311 436 132673 2502 2950 2813 1630 40513060 4230445 | CocaColas 6377 100 6436 5155 293 255927471831 Netflix 34473 - 470328271365
il ©F 1w e ik susew | Rl 184 08 5450 313 053 585 Isi62eg | Nomuwm 92200 3150 1006 52620 245 2203 1813256 2474 600 2765 19075 191 1600 2345 | Cognizant 6811 023 8003 6214 172 1632 3386421 | NextfrE 4715 271 193314541981
< 2 Safren 19740 510 21890 13366 070 2393 9038304 | NepnSt 3401 4900 3847 29815 549 505 2033942 | AstraZen 12356 11600 12704 9461 185 335424213692 | ColgtPim 9770 043 9908 6762 197 3100 B0ISL1 Nikes 7575 1.86 22.42 92301.26
Dnmesta (E+) Sanofi 9991 23 10432 0060 399 247112208818 | Panasonic 1317 2050 1808 12525 279 542 2009363 | Aviea 47660 -320 50140 36600 667 1281 16137 | Comeast 3BI0 042 4746 3643 304 103115226167 | NorfolkS 18309 253 434 4821344
BaschHith — 847 018 1543 B3 - 558 WY | oo pe g5 g2 4887 281 1359 3a2657 | Seven&l 1960 2050 2445 172067 203 2083 3208458 | Balys 20890 405 2430 12812 383 807 39149% | ConocPhil 1145 322 13518 9935 313 12971398181 | Northrop 41456 172 027 6432088
BCE 4445 019 GOG0 4396 888 2277 204162 | e gp49) 290 23000 13438 144 310413302258 | SMEtsuCh 6238 5400 6926 4190 589 2067 7762373 | BP 47520 420 56230 44105 460 706 9962175 | Constellation 25569 781 27487 22750 139 27.25 4662606 | NXP 167.21 149 2510 B9477.67
Beblonrl 11475 013 13895 10267 521 1553 611578 | o o 7192 018 2795 2023 782 1262 1886429 | Softhank 10380 18000 10550 5639 048-2400 9434748 | BrAmlob 2430 5800 272 2233 950 -376 6824385 | Coming 3886 120 4046 2526 288 5393 3328394 | (OccidPete 5512 120 18.24 5600441
BiNvaS 6287 104 7040 5520 G681 1012 5648374 | v 3 05 7011 5055 480 753 1601708 | Sony 13640 84500 14915 11535 066 17.44 10887574 | BT 1035 -125 14595 10170 543 743 1765745 | Corteva 5413 121 5876 4322 116 5464 3772731 Oracle 9376 112 376138257226
Boofield 5883 1036 6388 4128 085 7396 69MBE2 | | hoe 7952 004 8216 4165 - 614 l0spngy | SumiomoF 10725 72500 10760 6068 274 1515 8783466 | Compass 2160 9900 2332 19405 200 2760 4646066 | Corteva 5413 121 5876 4322 116 5464 3772131 | Pepsico 15588 306 24.88 22721962
CanadPcle 10863 083 12337 8445 071 25688 7408218 | o 38 347 12062 944 421 1177 65297 | TekedaPh 4172 14900 4873 3900 499 3279 4104098 | Diageo 20995 8850 3509 2711 314 1697 69906 | Costco 85280 449 §73% 5263 048 558537807518 | Pemigo 2487 426256702 350344
Cnimp 6555 051 G954 4744 541 985 d5TB3 | 976 00 1049 799 262 2273 1076885 | TokioMerine 6005 58500 6042 20605 208 17.32 783993 | GlwoSwhe 1525 6950 16235 13026 379 1406 80101 | CownCst 964 114 11950 BA72 642 3049 4202685 | Phier 2520 582 761815637277
Caame s g g ol ® - : Toyota 3280 20600 3891 2180 224 B7432304809 | Glencore 45110 360 50672 36531 7.75 1691 6957249 | CSX 3334 007 4012 2803 135 1821 6517727 | Phillips66 9178 297 1085 5983623
CanNatRy 16204 193 18134 14313 201 1846 75139.03 i - 75950 010 28000 20235 449 119910094491 Mexico (Mex$) HSBC 68390 020 72520 57290 7.12 7.45160980.39 cvs 5955 -182 8325 5277 417 1044 7475746 PhilMorris 8723 511 19.77157437.76
Enbridge 4855 105 5234 4275 753 1661 I5/04.14 ah 3 ! 49 Amervl 640 028 025 1566 - 1700 A17ioa5 | ImelBends 2024 1200 2077 1988 701 807 2193564 | Danahere 25189 308 26911 18209 042 461918656783 | PNCFin 10940 397 1300 61647.76
GtWeslif 398 D51 4514 3706 537 1124 2716153 | BASF Dle L AD AR T A A S AU ISLiE iIE 2400 (o0 10 7ot minr || eeWeles Gz50 D00 4618, %490 3532659 1375610 (| Daare 7756 252 45000 35315 140 110910404295 | PPGInds 12033 204 21.21 2950948
mp0il S5 390 10183 352 25 1087 gy | Davr BE 0B SN MM 91 4B TEE | WaMiMex 223 016 M50 5028 1% 1850 soace | LB 574 0m 5133 34 460 787 7S | Demm 4604 435 5386 2060 062 615 3099750 | PoctGmbl 4145 277 7704 3907812
Manulife 51 134 %62 2369 414 1549 4775256 N 838 11 5 i | ; LSEGrop 9400 25400 110802 7784 1.8 6806 6312871 | Dewnfnergy 4743 161 5509 4047 511 903 2997557 | Pt 8551 430 1980 421825
Nutrien+ 029 03 %243 6489 4153002 2540057 | Cootivemal 5290 238 784D 5262 286 1457 11385 NatlGrid 88260 -1620 105285 64500 585 1196 533109 | DigialRealy 15253 418 15418 10814 320 4211 476287 | PubiStor 23318 420 7597 5027834
RYIBC MSE7 384 14924 10792 376 133215oes0y | DewtBark 1491 045 1701 805 203 519 67076 | ASMLHA 96420 080 S0 SMAD 083 S2SSMZUTE | ppeqpngp 31180 300 32080 16800 545 671 3279146 | DiscFinServ 12885 189 13165 7904 217 1462 331531 | (Cualeomm 1043 160 26722238249
SHOP 95 151 12320 6316 - 41340 guogpgy | DeutThm 2345 060 2354 1850 305 80212548313 | Heieken 9030 264 930 8154 217 2060 554508 | prgeyis 71840 1120 1123 68473 213 1479 243385 | Disney 9994 233 12374 7873 0301085618219082 | Raytheon 6855 235 396213388126
SucorEr 22 199 563 3 A5 6@ appsgy | DoutPmt 73 150 A6 260 418 145 BMGBSE | ING i b e s S S| 4787 UG00 604 410254 436 1883 762724 | DolarGerersl 13186 309 17347 10109 178 1750 2099531 | RegenPh 68481 - 308011267924
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Emarging Maets Bended Debt Furd § 55.17 - 0.13 462 8.35 747 Broker Dealings: 0800 414 181
Emergingartets Couporata DetFrd § 6008 - 001 814 7.67 2\ OEIC Funds
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MANAGED FUNDS SERVICE
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www.toscafund.com
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Charifund Inc 61677 - 841 569 1505 516
i Ml Al e WS Ruffer Gold C Inc 18463 - 138 0333087 431
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M&G Charity Muli Asset Fund o £ 0.83 - 0.00 434 11.86 565 Order Desk and Enquiries: 0345 608 0950
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Purisima Investment Fds (UK) (1200)F f{bac) JSHCC Kinatom By TundSes S LRSS LU U0 (5 4RE 10
20d loor, 20-22 Bedford Row, London, WC1R 4€B SICO Gulf Equity Fund $16342 - 223 000 623 750 YOUR
M | LLTR U ST Order Desk and Enquiries: 0345 922 0044
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The Equity ldcTrackerFd Inc 21230 - 300 233 15.30 538  RAMSemschuck bl et 9 $172.10 17210 010 0.00 1391 350
Distribution Units. FAM Systematic Long/Short Ewopean By €169.24 16924 079 - 1517 504
Superfund Asset Management GmbH
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Guide to Data

The fund prices quoted on these pages are supplied by the operator of the relevant fund. Details of funds published on these pages, including prices, are for the purpose of information only and should only be used as a gu
investment decision.

The sale of interests inthe funds listed on these pages may, in certainjurisdictions, be restricted by law and the funds wil not be availabletop inall i inwhich the ion circulates. Persons inany doubt should take appropriate p dvice. Data collated by i Forother reader. iri com +44
(0)207 873 4211.

The fund prices published in this edition along with additional information are also available on the Financial Times website, www.ft.com/funds. The funds published on these pages are grouped together by fund management company.

Prices arein pence unless otherwise indicated. The change, if shown, is the change on the previously quoted figure (notall funds update prices daily). Those designated $ with no prefixrefer to US dollars. Yield percentage fi (in Tuesday to y papers) allow for buying expenses. Prices of certain older insurance linked plans might be subject to capital gains tax on
sales.

Guide to pricing of Authorised Investment Funds: (compiled with the assistance of the IMA. The Investment Association, Camomile Court 23 Camomile Street, London EC3A 7LL. Tel: +44 (0)20 7831 0898.)

OEIC: Open-Ended Investment Company. Similar to a unit trust but using a company rather than a trust structure.

Different share classes are issued to reflect a different currency, charging structure or type of holder.

Selling price: Also called bid price. The price at which units in a unit trust are sold by investors.

Buying price: Also called offer price. The price at which units in a unit trust are bought by investors. Includes manager’s initial charge.

Single price: Based on a mid-market valuation of the ying i The buying and selling price for shares of an OEIC and units of a single priced unit trust are the same.

Treatment of manager's periodic capital charge: The letter C denotes that the trust deducts all or part of the manager's/operator’s periodic charge from capital, contact the manager/operator for full details of the effect of this course of action.

Exit Charges: The letter E denotes that an exit charge may be made when you sell units, contact the manager/operator for full details.

Time: Some funds give information about the timing of price quotes. The time shown alongside the fund manager's/operator's name is the valuation point for their unit trusts/OEICs, unless another time is indicated by the symbol alongside the individual unit trust/OEIC name.

The symbols are as follows: 0001 to 1100 hours; ¢ 1101 to 1400 hours; A 1401 to 1700 hours; # 1701 to midnight. Daily dealing prices are set on the basis of the valuation point, a short period of time may elapse before prices become available. Historic pricing: The letter H

denotes that the managers/operators will normally deal on the price set at the most recent valuation. The prices shown are the latest available before publication and may not be the current dealing levels because of an intervening portfolio revaluation or aswitch toa forward pricing ®
basis. The managers/operators must deal at a forward price on request, and may move to forward pricing at any time. Forward pricing: The letter F denotes that that managers/operators deal at the price to be set at the next valuation.

Investors can be given no definite price in advance of the purchase or sale being carried out. The prices appearing in the newspaper are the most recent provided by the ticulars, key features and reports: The most recent particulars and

documents may be obtained free of charge from fund managers/operators. * Indicates funds which do not price on Fridays.

Charges for this advertising service are based on the number of lines published and the classification of the fund. Please contact data@ft.com or call +44 (0)20 7873 3132 for further information.

www.morningstar.co.uk
Data as shown is for information purposes only. No offer is made by Morningstar or this publication.

The Financial Times Limited makes no representation as to their accuracy or completeness and they should not be relied upon when making an

Data Provided by
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WORK & CAREERS

Sponsor an
arts festival
now? You'd
have to be mad

—~

/ ¥
[

Ruterford Hall

Messages from the archive of
Rutherford Hall, critical
communications strategist

From: Rutherford@Monkwellstrategy.com
To: AliceK@WhichWay360.com

Alice, how can I put this? Are you
absolutely out of your mind? Under no
circumstances whatsoever should your
business sponsor a literary festival. Or
an arts festival, a music festival or any
kind of gathering that relies on the
attendance of anyone in the arts. Also
higher education. Do not give any
money to an Oxbridge college.

Do not take advantage of this “once
in a generation” offer to secure the
naming rights for a prestigious book
prize. For one thing, let me assure you
it is not going to be aonce in a
generation opportunity. If current
trends are anything to go by this is
more likely to be a once in a month
opportunity.

I know that in a previous life — earlier
this year perhaps — I would have
advised you that this was an extremely
valuable brand association with all the
advantages of linking your company to
culture. But that was then. The
targeting of businesses that support the
arts by hardline protest groups has
made this a high risk exercise that

exposes you to attacks and brand
damage. The attacks are often specious
and highly misleading. But as they say
at the BAFI'As, a lie is haltway around
the world before the truth has managed
to lace up its Zegna sneakers. Frankly,
anything that puts your business at the
mercy of the whims of Charlotte
Church or a book festival that folds at
the threat of losing her is a comms no-
no. Personally I'd pay good money to go
to a book festival that guaranteed Greta
Thunberg wasn’t coming but you can’t
argue with her clout.

It's a shame but seriously. Steer clear.
Maybe sponsor a yacht race, something
wetter and less vulnerable to boycotts.

Best Rutherford.

Find me on Strava, KoM Sydenham Hill,
PR Al Jubailah/Bawdah Loop — 42 mins
From: Rutherford@Monkwellstrategy.com
To: AliceK@WhichWay360.com

Alice, of course I know that WhichWay
360 is not a fossil fuel firm but an
investment house with the highest
ethical standards and a great record on
sustainability, which is why we are so
proud to work with you. Nor do you
export arms to Israel or drones to Russia
(although I'm not sure the last is as biga
problem for these people). But you have
all kinds of investments and some of

them will indirectly link back to
something these people don’t like. It
may be a rounding error on your
balance sheet but they don’t care. In
fact, that makes you a better target for
organisations like Fossil Free Books or
Israel Free Jazz since they think you are
more likely to give in and divest from
something not central to your P&L.

I know from our many
conversations, your deep and abiding
passion for literature and the arts.
Some of the plays you've
recommended have accounted for the
longest nights of my life! But political
protest groups don’t recognise good
intentions or a desire to spread culture.
They simply accuse you of
“artwashing”. They don’t understand
it’s nothing to do with the brand and
much more about buying the chance to
spend the weekend hanging out with
Zadie Smith in the green room.

‘The danger is you will find your
offices targeted, your name trashed.
Writers, musicians and whoever will
come under pressure to pull out —
threatening the festivals’ cash flow and
ticket sales — unless you divest from
some index tracker fund that’s done
well for your customers. Organisers
who were fawningly grateful for your
cash will suddenly be disassociating
themselves from you.

Maybe back a
yacht race,
something wetter
and less vulnerable
to boycotts

Look at Baillie Gifford. You could
hardly find a more benign
organisation, more genuinely
committed to the arts. Did it make a
difference?

Best, Rutherford
Findmeat. . .

From: Rutherford@Monkwellstrategy.com
To: AliceK@WhichWay360.com

Alice, I salute your courage and
indefatigability. You are right someone
needs to stand up to threats. But my
strong advice is that someone really
ought to be someone else. Yes, arts and
culture will be the losers. The big name
artists won't suffer but the next
generation will find a smaller world for
their work. It is a wretched state of
affairs. But that’s not a reason to make
their problems yours. They need to
show backbone and fight their own
battles. Don't take the bullet for them.
1 know this feels wrong. It is wrong.
But this could not be an easier call. If
you are looking for other outlets,
Formula One is high visibility and none
of the drivers are about to join a fossil
fuel protest. I'd be happy to represent
you in Monaco.
Best, R

'Messages recovered by Robert Shrimsley

Working parents with
teenagers often receive
less empathy over

the juggle struggle’,
writes Emma Jacobs

aternal responsibilities

have compelled Katy

Hewin to take a step back

in her career with asset

manager Janus Hender-
son. The single mother has not been jug-
gling bath-time and weaning with her
job as business manager but supporting
her son through his recent A-levels and
herteenage daughter.

“I always think, ‘bigger kids, bigger
problems,” she says. “Adolescence is
really hard. You're wanted and you're
not . . . You have to be around for the
moment they might speak to you.”

Hewin feels supported by her
employer and has flexibility around her
schedule and location. “I know I'm
working very hard — [Ijust] do it at dif-
ferent times.” Nonetheless, she has
curbed international travel, and not
sought big supervisory roles because
she feels she lacks the bandwidth to
take on extra responsibility. “When
you manage you get enmeshed in
| statt’s] lives.” Her children are on the
cusp of independence but she is para-
doxically tethered to the home more
than when they were younger and she
was helped by an au pair and wrapa-
round school care.

Working parents of teens are grap-
pling with different challenges to those
deep in nappies and fatigued by broken
sleep. Miranda Perry, co-founder of
Abrial, which advises schools and par-
ents, says: “It’s normal to be a working
parent and stressed with a teenager.
They need reassurance. The networks
parents had before in school were differ-
ent, you had more reassurance through
WhatsApp groups.” While the chal-
lenges are still demanding, many work-
ing parents feel unsupported by
employers.

Since the pandemic, Daisy Dowling,
an executive coach for parents who also
advises employers, observes greater
stresses, including mental health prob-
lems, among children. In the US, Vivek
Murthy, the surgeon general, recently
warned the mental health crisis among
young people was “an emergency.” In
the UK, almost one in five children aged
7-17has a probable mental disorder, a 50
per cent increase from 2017, according
to the Royal College of Paediatrics and
Child Health. There is also anxiety over
teens’ use of technology and greater
demands on parents. “Home used to be
a refuge,” says Dowling. “[Now] work
follows you home.”

Few employer initiatives and
employee resource groups for parents
include those with older children. “The
parents of teenagers are almost invisi-
ble,” says Dowling. “Ninety-eight per
cent of resources are targeted at people
who are going out on parental leave and
returning.”

Beyond that, statutory benefits vary
across the world. In the UK, employees
are entitled to up to four weeks

Katy Hewin
took a step back
in her career to
focus on her

children
Anna Gordon/FT

Employment

“You have to be around for the
moment they might speak to you

unpaid leave a year for each child, witha
maximum of 18 weeks.

Some parents identify less tolerance
of tamily duties from employers when
their children are older. “Once your
child has got to a certain age, it’s
expected that you will increase your
hours,” says one mother who works in
law. “There’s less understanding of the
demands of [older] children.”

However, Anita Cleare, author of a
forthcoming book How to Get Your Teen-
ager Out of Their Bedroom, observes a
recent shift — one of her most requested
sessions for employers this year has
been on how to persuade teenagers to
open up. “Ido think firms are cottoning
on to the potential impacts the teen
years can have on working parents.”

Cleare says the “tendency for parents
to be more interventionist and hands on
these days which, alongside a teen who
might have a bit of a gaming or phone
habit or just not be very motivated to
study, can make parents want to be
around a bit more so they can supervise
and galvanise.”

A study last year by Essex University
found that in the UK “in 1961, mothers
spent an average of 96 minutes per day
on childcare, which increased to 162
minutes per day in 2015. Fathers did 18
minutes of childcare per day in 1961,
which increased to 71 minutes per day
in2015.”

This is also a time in their lives, Dowl-
ing observes, when parents are antici-
pating regret. “Where somebody has a
15 or 14-year-old and they realise, oh,
my gosh, I've got two years left — when
my child is gone am I going to realise I've
misused my time with them. There’s a
reckoning point when they realise how
much time they’ve gotleft.”

Michael Whitworth, a former
headteacher and co-founder of Abrial,
says an additional pressure has been the
“rapidly growing diagnoses of neurodi-
vergence, which require . . . alot oftime
spent with medical practitioners and

schools and a lot of knock on stress.”

In some cases, parents are opting to
take time out of work, dubbed “teen-
ternity”, to support their children dur-
ing exams or through a crisis.

Suzanne Alderson stepped back from
the business she ran with her husband
after her daughter suffered an acute
mental health crisis. “When you are in
this situation, you are in fight or flight.”

Her experience led her to set up char-
ity Parenting Mental Health. She says
returning to work after such crises can
be a challenge. “Your brain is offline.
You're unable to take information in.
But we see loads of parents go back
[finding] it affirming. Parents say work
can be the thing that keeps you going.”

However arecent survey by her char-
ity found that 13 per cent of parents who

‘Once your child has got
to acertain age, it's
expected that you will
increase your hours’

were dealing with their child’s mental
health had to give up their job com-
pletely. Many others have to take
unpaid leave, which “can add another
layer of financial and career stress”.

Molly Walsh took six months off from
her job in financial services after her
teenage son started to struggle. It could
take up to an hour for her together with
teachers to coax him into school. “I was
late for work all the time.”

Now her son is happier, following an
autism diagnosis and support. “If you'd
told me five years ago that he would be
sitting his GCSEs I would not have
believed you,” Walsh says.

The experience made her determined
to create a “positive” outcome for oth-
ers. “IthoughtI can’t be the only person
going through this. There’s so much par-
ent shaming and vilification.” After set-

ting up a company employee resource
group for parenting, she held a session
on her own experience. “I was gob-
smacked to find how many parents were
going through it.” Her group now
advises colleagues who are dealing with
prosecution for their child’s poor school
attendance and helps parents navigate
mental health services.

Dowling stresses that employee
resource groups should be inclusive.
“Malke sure it’s for parents of older chil-
dren. Newer parents tend to cluster,
whereas working parents [of teens]
don’ttend todo that.”

They should also include fathers. Jer-
emy Davies, deputy chief executive of
the Fatherhood Institute, says “fathers
doseem totake more of a step back from
the full-on breadwinner role when they
have older children. It may be that this
happens when fathers reach a level of
seniority that enables them to take the
foot off the pedal a bit.”

Informal flexibility is also important
to allow parents to go to school or health
appointments. Alderson says that post-
pandemic, employers have become
more sympathetic to what she calls the
“juggle struggle”, but return to office
mandates may see this reverse. “The
more open we can be about the
demands we face outside of the office
and what would help both employers
and employees, the more committed
and loyal we will become.”

Internal communications can sup-
port this message, says Dowling. “Imag-
ine at the next town hall, a senior person
gets up and says they were at home yes-
terday as their 14-year-old was ill, it
malkesiteasier for otherstodo.”

Robbie Green, an executive coach at
Talking Talent, says “companies need to
be respectfully responsive when parents
set boundary lines”.

Alderson adds that should continue
beyond the early years. “It’s an error in
our thinking that the harder times are
when our child is younger.”

Work watch

The pros and cons of staff
promoting their company on
private social media feeds

Leah Quinn

‘Would you let your boss
examine your social media?
For many of us, the answer
would be a firm no. What
about allowing your
manager to tell you what
to post?

It may sound dystopian
but increasingly workers
are willing to post on their
employer’s behalf. A
number of companies have
identified marketing
potential in staff’s personal
X, LinkedIn or Instagram
profiles and, in what are
innocuously known as
“employee advocacy
programmes”, are
encouraging workers to
share positive news about
the company.

“Employees [are] an
organisation’s best and
most authentic
influencers,” says Scott
Morris, chief marketing
officer of software
company Sprout Social.
“Brands are utilising
advocacy programmes to
harness the influence of
their employees by
encouraging them to
promote their company,
products and wins.”

For employers, such
programmes are alluring.
We listen more fo our
friends and family than
companies, so getting
employees to make chirpy
posts about products looks
like a quick route to more
effective promotion — at a
fraction of the price of
hiring external adspace.

Do-it-yourself marketing
can also “increase
employee engagement and
productivity” says Gartner,
by providing staff with a
way to consider their stake
in the company, and fo act
on their belief in its work.

When Texas-based
software company Simplifi
launched an employee
advocacy programme in
2023, Morris says, it
benefited from nearly
$90,000 in estimated
earned media value.
‘Another company that
launched a similar scheme,
software group Ivanti,
“saved $500,000 in annual
marketing costs by tapping
their employees to reach
more customers.”

One member of staff at
Ivanti made a company-
approved post on LinkedIn
highlighting the
“exceptional employee
experiences” and other
benefits it can offer
customers.

Employees at lvanti were
incentivised to take part in
the scheme, with staff who
had the most impact

winning up to £500 in
award points or Amazon
gift cards each quarter.

Whether employees are
paid for promoting their
company on socials differs
from firm fo firm, says
Jenna Jacobson, research
fellow at Toronto
Metropolitan University’s
Social Media Lab. “Some
companies have formal
arrangements [around
payment]” she says,
involving employer-
approved posts. In other
companies, programmes
are unpaid.

But that doesn’t mean
there is nothing in it for
staff: according to Hinge
Research Institute, 86 per
cent of employees in an
advocacy programme said
it had a positive effect on
their careers, for example
by expanding their
network.

Asking employees to
mix their personal online
presence with work can
get murky, though. Staff
posts may not always give
the positive marketing
boost companies hope for,
and requests thar staff
take work out of the office
may be perceived as an
intrusion.

“Employees have a
powerful voice but this is
also risky for employers,”
Jacobson says.
Authenticity, she adds, is
“highly valued on social
media” and employee
influencers risk being
“seen as inauthentic if they
are posting foo often or
are overly enthusiastic”.
That can have blowback.

Entfrepreneur Ben
Askins, who calls out bad
bosses to his 741,000
TikTok followers,
describes it as “a real red
flag when companies think
they can treat employees’
personal social accounts
as PR arms”. He says he
has heard of cases where
staff have been threatened
with disciplinary action if
they refuse to share a
company post to their
social channels.

Employees may also be
obliged to declare their
posts as advertising. The
UK’s Advertising
Standards Authority
classes influencers as
people “paid to promote a
product or service on their
social media”. Influencers
are required to declare
such posts, preferably
“through ‘#ad’ being
prominently displayed”.

All that suggests
companies hoping to take
advantage of employee
advocacy programmes
must fread carefully, says
content creator Jacob
Simon. “The strength of a
portrayal often comes in
the proof they have,” he
says. “Audiences are smart,
and saying ‘we’re doing
good’ without saying ‘and
here’s how . .. " falls short”
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FT’s Working It podcast
team Isabel Berwick and
Mischa Frankl-Duval find
out what new tech can do

alk of how generative artifi-
cial intelligence is shaking
up our work life is every-
where — from its ability to
automate mundane every-
day tasks, to producing personalised
avatars to take our place in meetings.

But how much does the average
worker yet understand about the oppor-
tunities and risks for their careers and
how can they get the most out of the rap-
idly evolving technology?

The question prompted the Financial
Times’ Working It podcast team to pro-
duce a three-part series about Al at
work: what it can do, what it can’t do —
and what might happen in the future.

They have distilled what they learned
into five top insights. Listen to the series
in full at ft.com/working-it.

1. AThelps with succession
planning — and career progression
Everyone knows generative Al is
trained on the data it is fed and, when it
comes to its use in recruitment, that has
downsides. Much attention has been
paid to potential hiring biases and other
grim (let’s hope, unintended,) conse-
quences. If the data contains human
biases, these will be reflected in poten-
tially discriminatory Al decisions.

But Chano Fernandez, co-chief execu-
tive of Eightfold, an Al-based talent
platform, points out ways the technol-
ogy can enhance recruitment practices.

“Usually large [tech] companies tend
to think about succession management
for the top 200 executives,” he says. Al
expands that — we might say democra-
tises it — suggesting succession plans for
lower-ranked employees and helping
companies identify candidates for
vacantroles from awider pool.

The software can highlight vacancies
toalarge number of people — but a twist
isthat it can also show candidates which
key skills they are missing for a particu-
lar vacancy. That gap might prevent
workers from getting the job this time
round, but, Fernandez says, the Al helps
workers to look at the future in a more

We will pay extra for the
cachet . .. of something
crafted by hand (or by
mind, in this case)

structured way. It will show them how to
acquire the skills to be eligible for that
level of job but it will also, he suggests,
“expose different career paths, different
journeys that [they] could have asa pro-
fessional”.

This can be useful for businesses pre-
paring to hire — and also prompts more
imaginative career planning for work-
ers.

2.Promptengineer will be anin-
demand job

Prompt engineering — the words, que-
ries and requests that are fed into an Al
tool to generate the desired output — is
going to be the in-demand job of the
future (so those humanities degrees
may not be in vain). Generative Al is
only as good as the instructions humans
give it, so we need to develop our com-
munication skills — and it will learn
withus.

Marcus du Sautoy, the Simonyi pro-
fessor for the public understanding of
science at Oxford university, tells us
how that is shaping up: “I'm not particu-
larly good yet at prompting [AI] to goin
the directions I would like to push it.
[But] I can see that there are already
people who are practically artists of the
prompt. They are almost writing poetry
into the Al which elicits . . . incredible
visual or oral responses.”

Dan Sherratt, vice-president of crea-
tive and innovation at the design agency
Poppins, gives a practical example of the
basics of prompt engineering: “It stillisa
computer. It still responds to com-
mands. And that is still, essentially,
when you break that down to its
simplest form, ones and zeros.

“You have to give it commands in
order to receive the right answers. For
example, you could ask it specifically to
create a photograph that was shot on a
specific kind of film, with a specific cam-
era at a specific time of day. So recreat-
ing images is far more impressive than
just using it like a stock photography
search engine.”

Prompt engineering is a skill — not

Technology

Five ways Al 1s helping at work
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Prompt engineering — the words, queries and requests that are fed into an Al tool to generate the desired output — is going to be the in-demand job of the future —r montage/unspiash/Dreamstime

justaset of instructions — and compa-
nies are increasingly likely to need to
hire people who are good at it.

3. Alis already taking our work —
but not the good stuff

When we asked our podcast guests
about AI models taking away their
work, they said broadly the same thing:
Al s (or will soon be) taking some of it.
But it is not taking away the parts that
necessarily matter to them. This
reminds us of the well-established prac-
tice of “job crafting”, where workers are
allowed to ditch the bits of their job that
they don’t like in order to get more
meaning and purpose from the parts
they value.

In the past, this probably meant an
unfortunate colleague was landed with
your boring data inputting or admin
tasks. Now generative Al candoit.

To ease the demands on her time, 1li-
ana Oris Valiente, an executive at
Accenture Canada, turns to her “digital
twin,” Laila. Trained on years of Accen-
ture case studies and research reports,
Laila “can and absolutely will” attend
meetings in Valiente’s stead. That
means tasks get done more quickly, as
Valiente is freed up — and she can dodge
repetitive conversations about previous
projects. “By the time you’ve had [that
conversation] 15 times, it’s really not
that interesting,” she says.

The podcast team’s bigger question is
around the advisability of allowing dig-
ital assistants, and Al generally, to take
on more of our work. We asked Madhu-
mita Murgia, the FT’s Al editor and
author of Code Dependent: Living in the
Shadow of AL to give us her perspective
on what the tech can — and can’t — do
for us at work.

There are two aspects to this: first, the
human one. We may not feel comforta-
ble with an avatar coming to our meet-
ings. And what does it say to the team if
a manager just never turns up in per-
son? A digital twin may even look like
the boss — Laila looks like Iliana, for
example — but perhaps that makes it
even weirder?

And, more importantly, Al just makes
stuff up. As Murgia says: “I think it’s
going to take a lot more behavioural
change for us to have these twins or
assistants do our jobs, because they’re
not fully accurate. They’re riddled with
errors. This is inherent, actually, to how
generative Al systems behave. They
make things up.

“So for us to say, ‘is it OK for me to
have a digital twin take notes in a crucial
meeting that I've got to act on’? —that is
a big jump from a human perspective.
I'm not convinced that we’re all just
going to divest responsibility on that.”

4. Human-made creative work will
be aluxury, high-status product
‘We are often happy to pay more for a

coffee made in a trendy shop, where the
barista puts their signature pattern into

the foam, rather than choosing a
(slightly) cheaper drink ejected at the
touch of a button. That analogy can help
explain the potential future of creative
work. We will pay extra for the cachet
and superiority of something crafted by
hand (or by mind, in this case).

For jobs, that means individual, high-
value creative work involved in indus-
tries such as design and marketing, is
not likely to be replaced by Al anytime
soon.

Dan Sherratt says his company uses
Al “almost exclusively in the pitch and
proposal process” and would not use it
in the actual execution of creative work.
“It’s really, really good for conceptual
work and it’s not quite as good as you'd
expect it to be yet at producing finished
files.”

He notes that “higher value is
[already] applied to things that were
made with harder work [in industries
such as fashion] . . . You buy a custom
pair of shoes from an Italian shoemaker
who's got a family business hundreds of

‘Higher value is
[already] applied to
things that were made
with harder work’

years old, versus a mass produced
sweatshop sneaker that has no intrinsic
value, or storytelling, to be had with it.
So, creatively, that could be where we're
heading.”

5. Al can help introverts to shine

The use of Al in recruitment is already
fairly widespread, with tools available
to, for example, screen job applications
and help candidates write CVs. Ali
Ansari, founder of recruitment service
microl, goes one step further, offering
an avatar interviewer in its Al-based
system for software engineers. He says
this can be particularly beneficial to
introverts and people with neurodiverse
conditions such as autism, for example,
who can find face-to-face interviews
(whether online or in person) intimi-
dating.

Does an avatar ease the tension? Yes,
says Ansari. “We've seen a lot of com-
ments about that, candidates basically
saying: ‘I'm an introvert and this was
really great. 1 was able to talk about the
sort of architecture of some back end
system or the design of some front end
system, without being nervous that I'm
talking to another human’”

He says this sort of digital interview
can improve the experience for candi-
dates and “eventually be much better
than that of a human technical inter-
view”,

As new generations enter the work-
force, having spent their childhoods
gaming, avatar interviewers are likely to
feel like a natural progression.

Self-paced, eLearning for rapid upskilling of senior executives
to help grow stronger, more effective boards.

Are you looking to develop the skills to be a more effective director? Or gain a better understanding
of the roles and responsibilities of the board?

Designed by experts in the field, the Board Director Online is a series of self-led, e-learning courses
developed by the FT Board Director Programme for existing board directors, as well as individuals
not yet at board level.

Whether you are a newly appointed director, already have board experience, or are not yet working
at board level, the Board Director Online will provide you with an in-depth understanding of the
role of a board director. Each course is formally CPD accredited, 4 hours’ duration, and completed
at the learner’s pace.
Our Courses:

The Role of the Board

The Role of a Board Member

Essential Financial Skills for Board Members
Culture, Strategy and the Board

CeD
MEMBER
The € ﬂmm

In association with

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




16

* FINANCIAL TIMES

Monday 1 July 2024

ARTS

Supercharged
spectacular

Glastonbury Festival had K-pop debutants, 1960s veterans and
undiluted Coldplay feelgoodism, writes Ludovic Hunter-Tilney

lastonbury’s Saturday-
night headliners are usu-
ally the gateway into a wild
night of escapades in the
festival’s madly diverting
900-acre site. But after Coldplay’s
record-breaking fifth time headlining
the Pyramid stage, I needed a lie-down
in a darkened tent. This was a retina-
dazzling, synapse-frying, sensory over-
load of a show. I found it unbearable.

Mind you, everyone else crammed
into the vast Pyramid space, which
holds more than 100,000 people of the
210,000 people present at the festival,
seemed to love the performance. From
the moment the British band launched
into their opening number “Yellow” —
one of their earliest and best anthems —
to their finale with blandly comforting
new single “feelslikeimfallinginlove”,
the place was a ferment of flares, hands
in air, girls perched on lads’ shoulders,
flags, fireworks, confetti, flashing elec-
tronicbracelets and lasers.

This was a spectacle designed to be
seen from outer space: Chris Martin and
his bandmates were out to make a Big
Glastonbury Statement. They were
joined by a large, random assortment of
guests: a string orchestra, Femi Kuti’s
Afrobeat big band, a choir led by the
singer-songwriter Laura Mvula, rapper
Little Simz, the actor Michael J Fox (now
sadly affected by Parkinson’s disease) —
an inspiration to the band, so Martin
explained, for his guitar-playing turn in
Backto the Future.

The element binding all this together
was positivity of the most relentless and
overbearing variety. Martin, choosing
his words carefully, held the festival up
as a paragon of inclusivity in a world
“that can be perceived as divided”.
This was a night, he added, for Israelis

and also Palestinians, Ukrainians
and also “peaceful Russians”. Chants
of eh-oh and ah-ay were crowbarred
into songs to illustrate the theme of
togetherness. The agelessly athletic
Martin, 47, twinkled and beamed and
sang yearning high notes as the fire-
works, confetti etc erupted around him
— a prophet of supercharged feelgood-
ism for the wellness age.

Imuch preferred the previous night’s
headliner, Dua Lipa. She put on a 90-
minute big-pop show, smoothly powered
and well resourced, but not straining for
a grand statement. Songs from her
underwhelming new album Radical Opti-
mism (a Coldplavian title) were sharp-
ened up. Hits from its predecessors spar-
kled. There was a lot of choreography
with backing dancers: cue synchronised
hair flick and hard stare at the camera. A
runway leading into the audience was a
Glastonbury innovation — and needed
too. The Pyramid stage’s former
proscenium-limited set-up has become
an anachronism in the era of arena pop
with multiple performingareas.
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At one point, Lipa told viewers to get
off their sofas and dance. The reference
was to her other audience, the one
watching on television. Last year, when
Elton John’s headlining set was watched
by more than 7mn people, Glastonbury
extended its broadcasting deal with the
BBC. This year there will be more than
125 hours of TV and radio coverage, the
mostever.

The scrutiny of unseen millions can
be double-edged. Some viewers accused
Lipa of miming, which she denied.
(From my vantage point, she seemed to
be singing live, and doing so well too.)
But the BBC link, with its public fund-
ing, also compels Glastonbury to open
itself up. Unlike last year’s all-male
line-up of headliners, the 2024 equiva-
lent managed to pull off the tricky bal-
ance between broadening appeal and
serving up typical Glasto fare. (Follow-
ing Dua and Coldplay, the final head-
liner is SZA, the Gen-Z favourite whose

An event from the Financial Times

typical habitat is TikTok, not rock
festivals.)

“Making history, Glastonbury” was
the slogan on a sign held on the Pyramid
stage on Friday. In terms of “I'was there
moments”, this one wasn’t quite up
there with Jimi Hendrix doing “The
Star-Spangled Banner” at Woodstock. I
will not beckon my future great-grand-
children to gather round as I mumble
about witnessing it. But nonetheless his-
tory was indeed being made. Glaston-
bury was hostingits first K-pop act.

The pioneers were Seventeen, a
sprawling boyband with 13 members,
mostly dressed in ripped dark denim
and vests. The sign with the slogan was
held by one of them. Although the group
were second only to Taylor Swift in
album sales last year, their slot was
scheduled for mid-afternoon, a low-
status billing. Conscious of their role as
history-makers, Seventeen rose above
the demotion. Limber dance routines
and hooky songs were delivered with
the kind of seriousness that makes friv-
olous chart-pop all the more enjoyable.
“Very Nice” inspired something of a sin-
galong, the festival’s seal of approval.

Glastonbury, of course, has its own
rich history: the first one was held in
September 1970, the day after Hendrix
died. Its co-founder, Michael Eavis — Sir
Michael now, following his knighthood
this year — did his traditional turn sing-
ing Frank Sinatra standards at the Park
stage on Thursday, before the official
programme began. The 88-year-old
ploughed through the songs looking
frail in a wheelchair, but sang about
doing it his way in a sturdy farmer’s
voice. (For the rest of the year, much of
the festival’s site is a dairy farm.)

“It’s Latin, so you have to move your
hips,” said Peruvian electronic musician
Sofia Kourtesis, introducing a song on
the West Holts stage. A dry weekend,
warm on Saturday, meant that feet were
able to move as well: the dreaded Glas-
tonbury mud was absent. On the same
stage, a 79-year-old attendee of Wood-
stock, Indian singer Asha Puthli, made

her Glasto debut with an evergreen set
of vintage funk and soul. At the Avalon
tent, a 75-year-old survivor of the
Swinging Sixties, Lulu, closed her set
with a cover of Elton John’s “I'm Still
Standing” before issuing a trouper’s
plug for her autumn tour.

West Holts was overwhelmed by too
many people wanting to see 2000s girl
group Sugababes, who should have been
scheduled for a larger space. Australian
dance music duo Confidence Man drew
a big crowd on the Other Stage for their
ultra-aerobic party-starting routines:
dazzling and witty to watch, but in
danger of outshining the quality of
the songcraft. Rock band The Last Din-
ner Party were popular draws on the
same stage, playing tracks from their
chart-topping debut album with an
abandon missing from the mannered
recorded versions.

Northern Irish rappers Kneecap
packed out the Woodsies tent for an
incongruous morning set of entertain-
ingly belligerent tracks rapped in Eng-
lish and Irish. Meanwhile, Femi Kuti
preceded his Coldplay guest spot with
an appearance on the Pyramid stage.
His oldschool Afrobeat was followed by

modern Afrobeats from fellow Nigerian
Ayra Starr, who was accompanied by a
starry retinue of dancers but watched
by arelatively sparse crowd.

One of my highlights was chanced
upon during a nocturnal visit to
Shangri-La, the festival’s dance-music
zone. It was an early-hours set by Aus-
tralian band Psychedelic Porn Crum-
pets, who belied the hot buttered mess
of their terrible name with a knockout
set of heavy psychedelic rock, including
asong about seeing God in a tomato. But
of course.

The other highlight was Little Simz,
who played immediately before
Coldplay on the Pyramid stage. The
Londoner rapped with a mesmerising
mixture of gravity and nimbleness,
moving around beats while seeming to
weigh each word for significance. Her
sense of achievement at playing the
largest audience of her career was trans-
mitted without gush or complacency. “I
don’t do limits,” she rapped in her rap-
turously received last track “Gorilla”.
Here was a big Glastonbury statement of

the best kind.

glastonburyfestivals.co.uk

Friday’s headliner Dua Lipa exhibited arena-pop flourish — sz Maner/Getty

A 24-carat fraud revisited

PODCASTS

Fiona
Sturges

hat was going through

the mind of Filipino

geologist Michael de

Guzman as he boarded

a helicopter to Busang
in Indonesian Borneo in the spring of
1997? His destination was the site of
what was said to be the largest gold
discovery in history. Twenty minutes
after take-off, the pilot heard a popping
sound and felt a whoosh of air. When
he turned around, one of the rear doors
was open and de Guzman’s seat was
empty.

Did he jump, was he pushed or is
there another explanation? These are
the questions underpinning The Six
Billien Dollar Gold Scam, a podcast
produced by the BBC World Service
and CBC and hosted by Canadian
journalist Suzanne Wilton, who has
been reporting on the case on and off
for 25 years.

The bare bones of the story are as
follows: in the early 1990s, a Canadian
mining company called Bre-X
Minerals, where de Guzman was chief
geologist, claimed to have found “the
mother lode” in the Indonesian jungle.
This prompted thousands of investors,

from first-timers to millionaire
financiers, to empty their wallets; share
prices soared.

The site was hard to access, meaning
outsiders needed the services of the
indigenous Dayak people as guides. Its
remoteness both added to its allure and
made it susceptible to corruption; as
news of the gold travelled round the
world, mining companies wanted a
piece of the pie, prompting them to
embark on a charm offensive with

John Felderhof, left, and Michael de
Guzman of Bre-X ap/canadian Business Magazine

Indonesia’s president, the military
dictator Suharto.

Given the podcast’s title, it is no
spoiler to reveal that claims of a golden
jackpot in Busang were absolute
nonsense, ultimately leading to the loss
of livelihoods and life savings. Despite
this, no one was successfully
prosecuted. As for de Guzman, a hard
drinker whose downtime was spent in
strip clubs, many held him responsible
for tampering with samples that
tricked the world into believing there
was $6bn worth of gold on the site.

You can see why this remarkable tale
of greed, intrigue and epic deceit has
been catnip for storytellers: it is
already the subject of a book and
inspired the 2016 Hollywood movie
Gold, starring Matthew McConaughey.
Wilton does a decent job of making old
material feel fresh, though nine
episodes feels like too many. The Six
Billion Dollar Gold Scam suffers not so
much from of a stretching of material
as a desire to include every detail and
test every piece of evidence; I can’t be
the only listener to have fitfully lost
track of the protracted negotiations
and expanding cast of men in suits.

Despite this, it is worth pressing on
for the final three episodes that yield
new information and a suitably mind-
blowing theory about de Guzman’s
final hours. If you thought the scam
story was good, the murder mystery is
pure gold.

bbe.co.uk
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FT BIG READ. CHINESE CAPITAL MARKETS

The overseas bondholders who poured money into China’s real estate boom have discovered
to their cost that they have little recourse in the Chinese system when boom turns to bust.
By Thomas Hale, Kaye Wiggins and Wang Xuexiao

Stranded in Evergrande’s web of debt

n Changsha, the capital of Hunan
province, Yang has just finished his
morning flute practice by the lake
next to his apartment. Over his
seven decades he has lived in five
different housing compounds, but says
this one, with its greenery and nearby
high-speed rail link, is the best.

Yang, who declined to provide his full
name, bought into the Changsha Ever-
grande Oasis, one of many develop-
ments in the region, for Rmb615,000
($85,000) in 2009. A year later, he and
his son’s family moved in.

Although the name has since become
synonymous with the rise and fall of
Chinese real estate, back then he knew
“nothing about Evergrande” or “where
its money came from”.

Atthe time, it was expanding rapidly.
The year Yang moved in, Changsha
Qasis brought in Rmb1.7bn ($230mn) in
sales. In 2011, when Evergrande issued
over $1bn of bonds settled in dollars to
overseas investors, its offer document
mentioned the project nine times.

The document, which offers the most
comprehensive insights into Ever-
grande’s funding mechanisms, bore the
logos of western investment banks such
as Bank of America, Deutsche Bank and
Citi alongside that of state-owned Bank
of China International. More perti-
nently, they promised coupons of up to
9.25 per cent —a highly attractive return
inaworld of near-zero interest rates.

It was part of a wave of bond issuance
that funnelled tens of billions of dollars
from western financial institutions, and
the savers ultimately behind them, into
China’s real estate boom.

Endorsed by Wall Street’s finest and
often issued via Hong Kong, with its
westernised legal system and investor
protections, they represented a finan-
cial bridge between China and the wider
world. But they offered none of the secu-
rity usually associated with debt instru-
ments when boom turned to bust.

The 2011 bonds fully matured in 2016,
but many more recent issues with simi-
lar characteristics are close to worthless.
They are being fought over by restruc-
turing experts, and picked over by spec-
ulators hoping to salvage some returns
ina HongKonginsolvency process.

Almost three years after Evergrande
first missed payments to offshore inves-
tors, China’s real estate industry is still
struggling. Beijing has refused an overt
bailout but has permitted local authori-
ties to buy unsold housing. Many of the
projects launched developers are unfin-
ished, and in some cases under the con-
trol of provincial bureaucrats rather
than the overseas investors who helped
to fund them. In Hunan, local govern-
ment late last year identified 45 unfin-
ished Evergrande projects alone.

Dozens of investors in Evergrande
bonds, the structure of which is rarely
discussed outside specialist circles,
declined to comment to the FT, as did
the banks.

Their rise and fall sheds light on the
profound differences between main-
land China’s financial, legal and political
systems and those of the wider world,
and raises questions over how capital
will flow between the two in future.

“The international investing commu-
nity wanted to be part of the great real
estate boom in China, and the Chinese
real estate companies recognised this
was an avenue to generate liquid-
ity . .. in some senses it was a match
made in heaven,” says one restructuring
specialist. “Everything was premised on
the assumption that the real estate mar-
ket would continue torise.”

efore Evergrande listed its
shares in Hong Kong in 2009,
it was already drawing in
money from outside China.
One former investor, who
spoke on condition of anonymity, par-
ticipated in a private placement that
raised over $500mn in the mid-2000s.

Ata creditors’ meeting, he recalls dis-
cussing one of the projects that had been
earmarked for the funds. It was sup-
posed to be completed in three to five
years, but someone had visited the con-
struction sites and found there was
“nothing going on”. Money, however,
“was flowingout of the account”.

The investors’ money was released
from a mainland bank account after the
company provided invoices stamped
with an official seal. But “you couldn’t
find who had signed it off”, the investor
says. “They might say, you know, five
tons of steel, but five tons of steel for
what?Itdoesn’t matter.”

“What became evident was [the
money] was raised against certain
projects, but wasn’t necessarily spent

Therise and fall
of Evergrande
bonds sheds
light on the
profound
differences
between
mainland
China’s
financial, legal
and political
systems and
those of the

wider world
FT montage AFP/Getty
Images
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on those projects,” he concludes.

In Hong Kong, the perils of trying to
account for mainland assets and liabili-
ties were well known after a wave of
often speculative state-owned compa-
nies listed there in the 1990s.

“They were effectively towns,” says
one person involved in some of the earli-
est listings, referring to the range of
municipal assets such entities often con-
trolled. “As much as possible, we tried to
gettheminto the international model.”

A private property market had been
recreated in the same decade in China,
and by the 2000s it was a leading driver
of economic growth. But, wary of the
risks of an overheating property sector,
Beijing was already starting toreinitin.

A 2007 circular issued by the People’s
Bank of China prohibited commercial
banks from lending to any developers
“found to be hoarding land”, Ever-
grande said in its bond documents. In
the same year, Safe, part of a regulatory
apparatus setup to control capital flows,
said it would no longer process foreign
debtregistration for real estate.

As a result, Evergrande relied on a
structure whereby bonds were sold to
international investors by a specially
created vehicle outside of China, often
in the British Virgin Islands. That entity
sent the money it raised into China
mostly in the form of equity invest-
ments in subsidiaries — and relied on
the dividends from them to meet its own
obligations.

Lawrence Lu, a director at S&P in
Hong Kong, says the rating agency has
referred to this phenomenon as “struc-

Evergrande’s bonds are deep in distressed

territory
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tural subordination”, a term also used in
developed markets when holding com-
panies issue debt that may have limited
claims on the assets of its subsidiaries.

“Once they raise the money, they use
[it] as equity to project companies,” he
says. “Where the money goes, it’s out-
side of our expertise.”

Offshore instruments of this kind
helped to fund companies such as
Changsha Tianxi Real Estate Property
Co, the developer of Changsha Ever-
grande Oasis. A chart in Evergrande’s
documents shows dozens of such sub-
sidiaries, both in China and outside.

The foreign flows were not Ever-
grande’s only source of financing, but
they helped to kick-start presales pay-
ments from homebuyers like Yang,
which could then be invested elsewhere.
On its opening day, the Changsha Ever-
grande Oasis brought in over half a bil-
lion renminbi in downpayments. Across
62 Evergrande projects in total in that
year, a total of Rmb50bn was brought in.

The investor in the private placement
says that such transactions were typi-
cally arranged ahead of equity IPOs,
which in turn were priced based on the
value of the developer’s land holdings.
That gave banks “an incentive to
encourage developers who wanted to
list to grow their land bank and show
they could sell projects”.

It was a “fee machine”, the investor
adds: from the pre-IPO bonds, the IPO
itself, and then high-yield bond issues
after that. The developer’s presence in
Hong Kong, meanwhile, “gave it the
veneer of ‘you're covered by Hong Kong
law and it looks like a normal bond’.”
But in his view, that was “anillusion”. He
adds: “They were always going to be the
partthatdidn’t get paid.”

hen Evergrande

stopped making inter-

est payments to over-

seas investors in late

2021, it was the first
clear sign that something was seriously
awry with China’s property model. But
since then, the fate of its bonds has
faded from public discussion.

A two-year restructuring negotiation,
led by lawyers at Kirkland & Ellis and
investment bank Moelis in Hong Kong
and largely focused on its listed subsidi-
aries outside China, produced no deal.

F

Moelis declined to comment. Kirkland
& Ellis did not respond to a request for
comment.

A court in the city issued a winding up
order for Evergrande’s Hong Kong
entity but it has limited legal signifi-
cance unless it is recognised by courtsin
mainland China. Even then, the inves-
tors’ ultimate claims are equity stakes in
projects in China owned through a web
of subsidiaries. Evergrande also did not
respond to arequest for comment.

When it defaulted, Evergrande had
over $20bn of offshore bond debt in
issue, held by investors such as Black-
Rock, HSBC and emerging market spe-
cialist Ashmore. Those that still had
some exposure this year, according to
Bloomberg terminal data, included UK
insurer Legal & General and US hedge
fund Saba. All declined to comment.

Some investors spoke on condition of
anonymity, including one investor at a
major international firm. “It will be a
very, very low price, like 0.0 something,
depending on the market price of that
day,” the investor says of the firm’s “leg-
acy exposure” to Evergrande. “Over the
past two years we have de-risked the
sector significantly, but of course we
cannot 100 per cent exit.”

She adds that the investor community
was “fully aware of the structure” and
that there had been “long discussions”
about the bonds in the past. But there
was never “clarity” on exactly how cash
moved from individual projects in
China to the offshore vehicles that paid
bondholders and the matter of legal
obligations was “overlooked”.

No full list of bondholders is publicly
available. But Evergrande “was in the
portfolios of ‘tourist investors’,” says one
person involved in the fallout, referring
to those who would not normally invest
in the region but made an exception for
Evergrande because it was a well-
known name.

Some hedge funds “decided, without
knowing much, to pile in” when signs of
distress emerged, expectingto negotiate
a profitable restructuring through a
US-style approach, the person adds.

Those investors have now “discov-
ered what the lawyers already knew,
that . . . it wasn’t going to be easy to
enforce and it would be time-consum-
ing and expensive, with a limited pros-
pectofrecovery.”

“‘We have
been
holding the
view [that]
itsnot
worthwhile

to get
involved in
the
recovery
process’

Claims against those who underwrote
the bonds are complicated by interna-
tional norms, which see fixed-income
instruments as much safer than equity.

Guiping Lu, a lawyer at Mayer Brown
specialising in capital markets, says
investors in the US seeking redress need
to prove that private bond underwriters
ignored clear red flags rather than sim-
ply provided inaccurate information.
That is a higher burden of proof than in
more regulated equity issuance. “If you
want to sue the [debt] underwriters,
you need alegal basis,” he says. “What is
the legal basis?”

“We have been holding the view
[that] it'’s not worthwhile to get involved
in the recovery process,” says another
investor. “The [real estate] market, in
the form of what we had in the past
almosttwenty years . . . it'sgone.”

nline searches suggest that

all 76 of the real estate

projects mentioned in

Evergrande’s 2011 bond

documents have been
completed. But at a former Evergrande
scheme a few miles away from Yang’s
morning flute recital, construction has
been suspended for three or four years
and a crane is about to be removed.
“The money has not arrived,” says one
employee of a state-owned company
that hastaken over.

At another development, a member
of staff has just completed sales of all of
the apartments in the block. He used to
work for Evergrande, attracted by its

‘What became evident
was [money] was raised
against certain projects,
but wasn't necessarily
spent on those projects’

prestige and the staff discounts, but now
his wages are paid by the government.

At a third, closer to the city centre, a
woman holding a baby is anxiously
checking in on an unfinished project
launched by Evergrande but since taken
over by a state-owned developer.

For Beijing, householders like these
who have not yet received their proper-
ties are the priority. Their claims are
part of awider social contract.

Evergrande’s accounting for its reve-
nues inflated them during 2019-2020,
according to China’s financial regulator,
which has imposed a Rmb4.2bn fine on
the group’s mainland entity. Its auditor,
PwC, hasalso come under scrutiny.

But individual projects were often
audited at a local level: the subsidiary
behind Changsha Evergrande Oasis was
audited by the Hunan Yuancheng
United Certified Public Accountants
Office, and 2011 documents list dozens
of other similarlocal accountants.

Compared to the 2011 bonds, future
debt issues leading up to Evergrande’s
collapse provided less detail as to where
a growing pool of money sourced from
outside China was going.

Meanwhile, dozens of Chinese devel-
opers listed in Hong Kong have
defaulted on their debts, though some
have shown signs of being able to
restructure outside of China.

“I don’t think any of us thought it
would be a Chapter 11-style process,”
says one investor in the bonds of several
mainland property developers, refer-
ring to the established US insolvency
mechanism. “But we thought there was
a capital structure in China.” He
describes his holdings as “subordinated
equity”, a far more junior entity thana
bond secured on real assets.

Evergrande’s financial instruments
were shaped by a system that retained
strict capital controls but which was at
the same time hosting the biggest prop-
erty boomin history.

Future foreign investment into China,
whatever its structure, will have to
assess the unfolding realities of a prop-
erty bust that has, according to Gold-
man Sachs estimates, left China with
Rmb30tn of unsold housing.

On the edge of Changsha, in the ruins
of an unfinished theme park that was
once part of Evergrande’s empire, there
is only one person on site. He is taking a
break from a separate project nearby to
fish in what remains of a boating lake.

“There are enough houses for four bil-
lion people in China nowadays. ..
Iread that number online,” he says with
agrin, as he throws a fish into a nearby
bucket. But, like many of those left
holding Evergrande’s bonds, “we’re not
really all that clear”.
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Britain needs

a fresh start

The Conservatives have run out of road.
Labour must be given a chance to govern

FINANCIAL TIMES

‘Without fear and without favour’

Twice in the past half-century, in the
swings to Margaret Thatcher’s Conserv-
atives in 1979 and to Tony Blair’s
New Labour in 1997, elections have
brought a sea-change in British politics.
Today the country is on the threshold of
another momentous shift. Voters
appear to have decided that, after an
often turbulent 14 years in office span-
ning five prime ministers, the Conserva-
tive party’s time is up. There surely can
benoother conclusion.

No party in power for so long can
escape a reckoning, and not since at
least 1979 has any government left the
national affairs in such a desperate
state. Growth in the economy and real
wages since 2010 have fallen well
behind the historical trend since the
war. The tax burden is near a post-1945
record, government debt at its highest
relative to output for 60 years. Yet pub-
lic services are unravelling. Britain’s
defences are depleted.

The Conservatives can point to exter-
nal shocks: the aftermath of the finan-
cial crisis and great recession; a global
pandemic and Vladimir Putin’s invasion
of Ukraine. Much damage, though, was
self-inflicted. Extended austerity weak-
ened the public realm. Liz Truss as pre-
mier in 2022 carelessly provoked a mar-
ket crisis. Brexit, the defining project of
this Tory era, has proven an act of grave
economic self-harm.

During the fevered EU withdrawal
process, Boris Johnson’s government
played fast and loose with the rule of
law, undermining public respect for pol-
itics and institutions. Britain’s standing

was diminished in the eyes of its allies.
Rishi Sunak has taken steps to right the
ship of state; Jeremy Hunt has been a
serious chancellor. But the prime minis-
ter does not, even now, appear master of
a party mired in bickering and sleaze.
All too often since 2010, the Conserva-
tive party has prioritised management
of its fractious party politics over sound
governing of Britain.

The Financial Times has no fixed
party political allegiance. We believe in
liberal democracy, free trade and pri-
vate enterprise, and an open, outward-
looking Britain. Often this has aligned
us more with Britain’s Conservatives.
But this generation of Tories has squan-
dered its reputation as the party of busi-
ness, and its claim to be the natural
party of government. The party needs a
spellin opposition to resolve its internal
differences. We would not, though, wish
to see the Conservatives so shattered
that they are unable to fulfil the role of
viable opposition that is vital to British
politics.

The Labour party of Sir Keir Starmer
is better placed today to provide the
leadership the country needs. Five years
ago, under the hard-left Jeremy Corbyn,
the idea would have seemed fanciful.
Starmer has transformed what was a
shambolic group hankering after the
failed interventionism of the 1970s back
into a credible party of government.
Both the Conservatives and Labour,
infected by different strains of pop-
ulism, deserted the centre ground in
2019. It is Labour that has swung back
towardsit.

The FT still has concerns about
Labour’s interventionist instincts and
fervour for regulation. Its historical
sympathy for the unions needs to be
balanced with the interests of business
and the wider public. Its understanda-
ble zeal to distance itself from Cor-
bynism and its tax-and-spend past has
forced it into an excess of caution. As
with the Conservatives, its unrealistic
fiscal assumptions will leave it strug-
glingto fund and invest in a broken NHS
and other public services. On many
domestic questions, Labour’s answers
fall short. Its manifesto too often tinkers
around the edges.

‘While the challenges specific to Brit-
ain are exceptionally difficult, a new
government will also take over ata time
of great upheaval, with the postwar
international order in distress. It must
confront the same missions as other
leading economies: combating climate
change and mastering artificial intelli-
gence, and dealing with a rising China, a
revisionist Russia and, possibly, a sec-
ond Trump presidency in the US.

Yet Labour has positive ideas, and
Starmer and his shadow chancellor
have worked hard to engage with busi-
ness and the City of London and regain
their trust. A less ideological approach
to government is welcome. The party
has rightly put revitalising growth at the
core of its programme. The stability,
predictability and competence it prom-
ises have been sorely lacking in UK gov-
ernance for years. They are necessary
ingredients for attracting investment.

The pledges to reform the planning

The risks of
sticking with
the exhausted
incumbents
outweigh those
of bringing in
anew
government

system and devolve more powers to
the regions target important constraints
on growth and the ability to build the
homes and infrastructure the economy
needs. The commitment to fighting
climate change and investing in the
opportunities of green energy contrasts
sharply with Conservative efforts to
turn the green transition into a wedge
issue.

The biggest danger is that Labour’s
growth strategy will prove underpow-
ered — and it is regrettable that its
reluctance to talk about rebuilding
trading relations with the EU closes off
anotheravenue to boost the economy. It
may soon have to choose between steep
cuts to public spending, changing its
fiscal rules, or pulling the tax lever;
the Institute for Fiscal Studies warns
that commitments to increased real-
terms spending on health, schools and
defence would imply cuts to other pub-
lic services totalling £9bn a year by
2028. Despite proclaiming itself the
party of wealth creation, a Labour gov-
ernment could well end up targeting
wealth creators.

Few political options, though, are ever
ideal. Britain must choose between a
polarising Conservative party that has
limited its appeal to an ever-narrower
segment of the population, and a
Labour party that appears to want to
govern for the whole country. The risks
of sticking with the exhausted incum-
bents outweigh those of bringing in a
new government. Much of the country
hankers for a fresh start. Labour should
be given the opportunity to provide it.

Opinion Technology

Ben Hickey

Crypto lobbyists pollute the US election

Jemima
Kelly

tis not particularly fashionable to

point out when Donald Trump gets

something right (whether acciden-

tally or not). But for the record,

back in 2021 he was right about
crypto. Having two years earlier pointed
out that crypto is “not money” and that
its value is “based on thin air”, the
former president said bitcoin “just
seems like a scam”, suggested crypto
was “a disaster waiting to happen”, and
said “the bitcoins of the world” should
be regulated “very, very high” [sic].

That was less than a year before the
world of crypto imploded spectacularly.
From May 2022 onwards, a series of
exchanges, tokens and other crypto
projects collapsed in quick succession,
wiping out tens of billions of dollars in
supposed “value” overnight. Crypto
prices and the market for “NFTs” —a
type of digital token that is just as worth-
less as any other but pretends to be oth-
erwise — tanked. Regulators had not
only been failing to regulate crypto
“very very high”; they had been asleep
at the wheel. In December of that year,
crypto’s most notorious criminal, the
man known as SBF, was arrested on
charges of fraud and conspiracy that he
would later be given a 25-year prison
sentence for.

But Trump, alas, is no longer right
about crypto. As the market recovered,
he suddenly went from “not a fan” to
seeming positively enamoured.

He vowed last month to stop Joe
Biden’s crusade to crush crypto and said
that he would support the right to self-
custody — technical language that
sounds very unlike something Trump
would have come up with himself. “To

Top reads at FT.com/opinion

the nation’s 50mn crypto holders I say
this,” he told a crowd at a libertarian
convention. “I will keep [Democratic
senator] Elizabeth Warren and her
goons away from your bitcoin.”

It sounded like Trump had been hav-
ing some deep and meaningfuls with the
crypto industry. Indeed, a couple of
weeks ago he hosted a group of bitcoin
miners and industry executives at his
private members club Mar-a-Lago. One
of those present, the CEO of BTC Inc,
told CNBC that “as an industry we are
committed to raising over $100mn and
turning out more than 5,000,000 voters
for the Trump re-election effort”. You
can see why Trump might have found
their arguments so persuasive.

As the market recovered,
Trump went from
‘not a fan’ to seeming
positively enamoured

There is not even any kind of an
attempt to hide the influence-buying;
quite the opposite in fact. On Tuesday,
the incumbent congressman for New
York Jamaal Bowman was defeated in
the most expensive primary election in
the Democratic party’s history. A vocal
critic of Israel, who lost to a pro-Israel
rival, he had also voted against pro-
crypto bills. Afterwards, Tyler Win-
klevoss — who along with his twin
brother Cameron runs the Gemini
crypto exchange — gloated on X: “Politi-
cians everywhere need to understand
that this is what happens when you pick
a fight with the crypto army.”

Last week, the Winklevoss twins each
gave $1mn to the Trump campaign (a
portion of which has since been
refunded for exceeding maximum indi-
vidual contribution rules), calling him
the “pro-crypto” choice. They have also
donated $4.9mn to a pro-crypto super

Pac — an independent fundraising
committee that can receive unlim-
ited funds from individuals, compa-
nies and other groups — named
“Fairshake”. This has already raised
more than $177mn, second only to
the “Make America Great Again”
super Pae, with just over $178mn.

Fairshake was one of the big con-
tributors to Tuesday’s New York pri-
mary, spending over $2mn on ads
targeting Bowman. Along with the
Winklevii, a number of other crypto
billionaires and their firms have con-
tributed huge sums to Fairshake,
including crypto firm Ripple, which
has donated a tidy $45mn; crypto
exchange Coinbase, with just over
$45mn; and “techno-optimist” Marc
Andreessen and business partner
Ben Horowitz, who between them
and their business have donated
almost $70mn.

According to data compiled by
AdImpact, Fairshake and its affiliate
pro-crypto super Pacs, “Defend
American Jobs” and “Protect
Progress”, have already spent more
than $37mn on ads in the primaries.
Many of the crypto-friendly candi-
dates they back have won their
respective House and Senateraces.

We should be very concerned
indeed about the influence and scale
of this rapidly growing crypto lobby.
Apart from anything else, the lobby-
ists do not represent the interests of
America’s crypto holders. Regulators
are not going after retail investors,
but the crypto firms whose founders
have made billions by creaming off
profits from those retail investors.

Their allegiance to politicians
looks similarly uneven. And the idea
thata group of bitcoin executives can
provide Trump with 5mn voters is a
farce that even he must be able to see
through.

Jemima.kelly@ft.com
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How to solve the US housing market quandary

American policymakers baffled by the
housing crisis should look to the last
paragraph of Robert Armstrong’s
recent Unhedged column (“The US
housing market is awful”, FT.com, June
25).

The state of the housing market has
been causing havoc and upsetting
commonly accepted models. Housing
costs are driving the remaining excess
inflation, preventing the US Federal
Reserve from cutting rates.

Additionally, housing price trends
have become partially detached from
interest rates and high prices aren’t

encouraging builders to increase the
pace of housing starts.

Armstrong notes that if the housing
market is to be unstuck, housing is
needed “in the places where the growth
is” (ie where people want to live). That
is largely impossible in much of
America; single-family zoning near
transport, good schools and
employment centres makes it
impossible to build much more
productive housing. More housing at
the periphery doesn’t address the core
of US housing demand and isn’t as
profitable for homebuilders.

John Burn-Murdoch has many
columns highlighting how allowing
more housing where people want to
live has been successful at cleaning up
the housing mess. Growing cities that
have legalised housing in desirable
neighbourhoods have benefited from
lower housing and lower overall
inflation than the rest of the US. If
other policymakers follow suit, they
can alleviate the pains of the housing
crisis and resolve the housing market
quandary.

John Gorman
Washington, DC, US

What geoengineering can
learn from nuclear testing

Anjana Ahuja’s assessment of whether
geoengineering can arrest or reverse
the effects of climate change points to
two glaring deficiencies in the current
process; a lack of any meaningful
public input or governance structure
regarding who would actually get to
pull the levers and twist the dials
(Opinion, June 26).

If history offers any lessons, the
nations with the capability to conduct
such research would probably claim
the right to do so, with the rest of the
world having to live with the
consequences.

As someone old enough to remember
the atmospheric nuclear testing carried
out by the US, the UK, France and the
Soviet Union in the 1950s, the
environmental and health effects of
which were buried in a nest of lies
based on “national security”, I believe
some global guidance and governance
is sorely needed.

Both the National Academies in the
US and the UK’s Royal Society have
developed recommendations for how
geoengineering research should be
governed and conducted. Following
these recommendations won’t make
climate experimentation risk free but it
could help to lower anxiety levels.
Richard G Little
Visiting Research Scholar-Disaster
Mitigation, Industrial and Systems
Engineering, Rensselaer Polytechnic
Institute, Troy, NY, US

A well targeted industrial
strategy just isn't enough

Andy Haldane proved himself to be
one of the more original thinkers in his
time at the Bank of England and he is
surely right that the UK would benefit,
and might even grow, through some
supply-side reforms (“The electoral
battle for the supply side”, Opinion,
June 25).

In supporting “well targeted”
industrial strategies, he may well be in
line with the prevailing zeitgeist, but
that is sadly no guarantee of success.
No project is ever sold as anything but
“well targeted”; the key is who is
responsible for the losses and whether
success be measured in monetary, or
more nebulous terms. Moreover, while
the US economy has indeed grown as a
result of the misnamed Inflation
Reduction Act, there are growing
doubts about the fiscal sustainability of
such a policy.

Observers look on as a mushroom
cloud rises at a 1962 US nuclear test

Across much of the developed world
debt levels have continued to climb,
and now that realistic interest rates are
again with us, the cost of servicing that
debt is becoming a critical issue.

Here in the UK, debt servicing is now
the second-biggest area of government
expenditure (after health) and we can
be certain that no one, right or left, will
be casting their vote on July 4 because
they are happy about this particular
state of affairs.

James Sproule
UK Chief Economist
Handelsbanken, London E1, UK

Here’s my simple question
about Guyana’s oil bonanza

In your Big Read on Exxon’s oil
bonanza in Guyana (June 25) you
reported that environmental
campaigners had labelled the project a
“climate bomb”. But here’s one
question for those protesters and other
groups opposed to such fossil fuel
investments. Why do they think the
Guyanese should remain poor by not
using their natural resources? Nations
like the UK, the US, Norway, Saudi
Arabia and Qatar made trillions on oil
wealth to create a better life for their
citizens. Are the Guyanese not entitled
to the same?

1 would argue that if Guyana does not
extract the oil, global supply will be
hampered and prices will rise higher
than otherwise would be the case,
further enriching current oil producers
at the expense of the Guyanese poor.
Abigail Perez
Edinburgh, UK

Shareholders picking CEOs
can’t work, and this is why
Stuart Kirk argues that shareholders
should directly elect company chief
executives, instead of merely ratifying
decisions made by corporate boards
(Opinion, May 25).

This is problematic. First, there are
huge conflicts of interest. The equity of
the listed companies Kirk mentions are
controlled by large institutional
shareholders — asset managers,
pension funds, endowments,
foundations, sovereign wealth funds
and others. Their investments are
highly diversified, comprising the
shares and bonds of hundreds of
companies simultaneously, whether
these companies compete or
collaborate.

Regulators would certainly raise an
eyebrow if a handful of shareholders
were seen to control senior
management appointments at, say,
competitors like Boeing and Airbus.

There’s also the perennial “principle-
agent problem”. At most large
companies, management teams act (as
agents) on behalf of investors
contributing their own funds (as
principals) in search of financial
returns. These principals appoint
boards of directors to oversee
management, to ensure that they act in
investors’ interests and those of the
company. Directors are paid fees to
take on the responsibility and potential
liabilities of such oversight. Diversified
shareholders do not seek, and have
never sought, to take on that
responsibility, and with good reason.

1f any single shareholder or group is
perceived to direct the company’s
management and strategy, such as by
appointing CEOs, they could also be
seen as liable for any corporate mis-
steps. This could expose them to
litigation. The regulators may also have
some strong opinions about it.

Allin all, direct selection of CEOs by
shareholders is an interesting
suggestion, but it simply can’t work in
capital markets as they currently exist.
Lindsey Stewart
Director, Stewardship Research and Policy
Morningstar Sustainalytics
London EC1, UK

Correction

eFEuan Jenner turned 16 years old the
day after the Scottish vote for independ-
ence, not 18 asincorrectly stated ina
BigRead onJune 28.
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widening transatlantic gap

is inspiring glee in the US

and angst in Europe.

Though their per capita

income levels were similar
acouple of decades ago, growth (in con-
stant dollars) has been twice as fast
since 2010 in the US than in the UK and
the EU’s Big 4 economies — Germany,
France, Italy and Spain.

Why is Europe falling behind? While
over time governments have extended
their control over most capitalist econo-
mies, they have expanded most mark-
edly in Europe. Until the 1980s, govern-
ment spending was lower on average in
the UK and the EU Big 4 than in the US.
Now Europe spends far more. The bur-
dens of an oversized state have crushed
productivity growth, which is the key to

Capitalism is in worse shape in Europe

rising prosperity. From 1960s postwar
peaks, productivity growth has col-
lapsed from almost 7 per cent to less
than zero in the EU Big 4. It has fallen in
the US too but less drastically, dropping
from 2.5 per cent to around 1 per cent,
possibly due to superior tech prowess.

Records for the UK begin earlier than
most. Going back to the 1690s, the UK
never ran a peacetime deficit until the
1970s. It then ran a deficit in all but five
of the next 50 years. The Reagan-
Thatcher “revolution” of the 1980s
changed only the way the state funds its
expansion, by borrowing not taxing.
Public debts have risen threefold in the
UK and the EU Big 4 to around 100 per
cent of GDP on average.

More government spending left less
room for private competition and initia-
tive, particularly as central banks joined
in a campaign to eliminate business
cycles. Central bank purchases of bonds
and other assets exploded from near
zero in the early 2000s to record heights
in 2020, reaching 16 per cent of GDP in
the USand 22 per centin the EU Big 4.

As the “cleansing effect” of recessions
faded, incumbents thrived. Corporate

profits rose in part on oligopoly pricing
power. Since 2000, sales in most indus-
tries have been concentrating in the
largest firms — though on this front less
rapidly in Europe than the US.

Markets increasingly distorted by
easy money and state bailouts also
spawned “zombies” — firms that don’t
earn enough to cover even interest pay-
ments on their debt. The latest data

The burdens of
an oversized state
have crushed
productivity growth

show zombies account for at least 10 per
cent of public companies in developed
markets — up to 20 per cent in the US
and 22 per centin the UK.

In part because it lacks spending
authority, the “Eurocracy” channelled
its energies into what has been
described as a “global regulatory
hegemon”. Any company with ambi-
tions in Europe must meet standards set

by the most powerful states, Germany
and France, on everything from carbon
emissions tomilk production.

Facing both continental and national
bureaucracies, it’s no surprise Europe-
ans are more likely than Americans to
cite regulation as a major obstacle to
business. Many medium-sized German
companies say they are considering
shutting down, citing “too much red
tape and highertaxes”.

Heavy regulation creates a business
environment that is friendly to mega
firms with the most money and lawyers.
Until the pandemic hit, start-ups were
shrinking as a share of all companies in
many industrial countries, including
the UK, Spain and Italy.

By favouring giant companies, gov-
ernments boost the wealth of corporate
founders, including entrenched billion-
aires. Since the super-rich own the lion’s
share of financial assets, they gain most
when the state rushes in to stop even
minor market tremors. In recent dec-
ades billionaire wealth grew faster as a
share of GDP in the UK and the EU Big4
than the US. France now has both an
unusually bloated government, with

spending equal to 58 per cent of GDP,
and an unusually dominant billionaire
class whose total wealth is equal to 22
per centof GDP, ahead of even the US.

That helps to illuminate the transat-
lantic gap. Add up productivity losses
from oligopolies, zombies, bureaucracy,
inequality and other market distortions
fuelled by biggovernment, and together
they could explain the productivity
slowdown. The burdens of big govern-
ment are outweighing the boost from
new technologies, particularly in
Europe and the UK.

The twist is that US President Joe
Biden has turbocharged the long expan-
sion in American spending, debt and
regulation. The country’s deficit, typical
for a western nation until recently, is
expected to average upwards of 6 per
cent of GDP — much higher than the UK
and the EU Big 4 — in coming years.
Once again, the US is on track replace
Europe as the land of even bigger gov-
ernment — and slower growth.

tional. His new book is ‘What Went Wrong
With Capitalism”

CEOs
adjust to the
age of anxiety

Rana
Foroohar

orporate leaders don’t usu-

ally carve days out of their

busy schedules to discuss

the future of democracy. But

these aren’t ordinary times.
Last week, I attended a retreat with
roughly 40 global business leaders and
had a chance to take their pulse in a new
age of anxiety. Below are my top three
takeaways.

Lesson one: politics is a top board-
level concern these days. Previously at
such conferences you'd hear much more
talk about business itself, as well as
technology and management. But this
time leader conversation revolved
around the meaning of crucial 2024
election results, particularly in the US
and Europe.

There was no clear consensus around
whether Joe Biden (assuming he
remains the Democratic nominee) or
Donald Trump was best for business,
which reflects worries about the fiscal
impact of Biden’s spending plans
(although there was far less worry about
the effects of any Trump tax cuts). But
this also seemed to reflect arather naive
belief that business could successfully
manage up Trump in a second term. I
doubt that would be the case.

Most participants (who spoke under
Chatham House rules) believed the EU
was in danger of falling apart, given
unstable politics in both France and
Germany, and that post-Brexit Britain
had ironically become the least ugly
house on theblock that is Europe.

There was also a lot of hand-wringing
aboutthe increasingly aggressive moves
around Taiwan by China’s President Xi
Jinping, and the potential for a hot con-
flict — or at least transport chokepoints
— inthe South China Sea. While one Chi-
nese participant argued for a return to
the “just in time” status quo of the
1990s, in which large multinationals
outsourced production to China based
on scale and low labour costs, most par-
ticipants doubted this was possible.

That leads to lesson two: chief execu-
tives are hedging their bets, big time.
Business may complain vehemently in
public about tariffs, pepulism and the
risks of industrial policy, but in private
leaders know that in future government
will play a much bigger role in how com-
panies are run.

Between the rise of Chinese national-
ism, US re-industrialisation, the resur-
gence of the far right in Europe and the
election of pro-labour leaders in places
such as Mexico (and probably Britain
this week), the push and pull of national
concerns has replaced a single global
“efficiency” paradigm for business.

That means a burst of far more
sophisticated strategies for regionalisa-
tion and de-risking. These aren’t only
about politics, of course. The cost and
time of long-distance transport across

Sl 3

long supply chains, the need to reduce
carbon emissions, rising labour
demands and consumers who want
what they want right now are pushing
many companies towards multiple local
hubs of production and consumption.
Technology is what makes this trend
towards “clusterisation” possible, and
even desirable. As Mike Wilson,
founder of the Parc Institute for Manu-
facturing, Logistics and Inventory at
Cardiff University, notes, about $800bn
of the $2.5tn in inventory held in the US
at the end of 2023 came from carrying
costs, depreciation, taxes and obsoles-
cence. To cut that, companies are using
sensors to track individual products and
create detailed supply chain maps,
which can then be run through artificial
intelligence-driven predictive analytic

The fly in the ointment is
the global/local disconnect
that still exists between
executives and customers

systems toreduce lead times and waste.

Likewise, additive manufacturing is
being used to further bridge the gap in
inventories from unexpected supply
and demand shocks. The lessons learnt
from the pandemic — during which time
companies used 3D printing to quickly
produce things such as respirator parts
or auto components on site — are being
applied to consumer electronics and
other industries.

While this doesn’t necessarily argue
for the nearshoring of production, it was
obvious to me that companies no longer
want all their eggs in one basket. Just-in-
time really is shifting to just-in-case,
which will have broad ramifications for
how global businesses operate.

Finally, point three: I have a strong
sense that some multinationals are
beginning to find opportunity in all the
crises of the moment. Back in 2008,
after the great financial crisis, banks
moved some risk off their balance
sheets, but they didn’t rethink their
business models. Indeed, too-big-to-fail
banks only got bigger, as concentration
within the industry increased, along

Matt Kenyon

with private debt levels. One of the rea- !
sons for that is that government didn’t ;

change its operating model either — low
rates and quantitative easing solved the
problem of debt with more debt.

But this time around, there is a clear
sense of a real political economy pendu-
lum shift around the world. That is in
turn forcing business to truly change
how it thinks and operates at the ground
level. To the extent that companies
become more productive, sustainable,
efficient and market sensitive as a result
of this, it will be a good thing for both
Wall Street and Main Street.

The fly in the ointment is the global/
local disconnect that still exists between
CEOs and their average customers and
workers. There was a fascinating session
on how countries that are able to avert
decline do so by finding common pur-
pose among their citizenry. But the
elites and the average person must
share that purpose. In the US, as in so
many countries, a shared definition of
the public good remains out of reach.

rana.foroohar@ft.com

A cordon sanitaire against the far right may not work

ECONOMICS

spectre is haunting Europe

— the spectre of the far

right. The strength of popu-

list, nationalist and illiberal

forces inthe European elec-
tions and in France’s ongoing legislative
polls has provoked anguish across the
political spectrum. In France, espe-
cially, there is panic over Marine Le
Pen’s Rassemblement National.

But fearand loathing, however under-
standable against parties with a legacy
of hateful rhetoric, are not adequate
political responses.

Most of Europe’s political mainstream
has doubled down on the cordon sani-
taire, the ostracism of elected represent-
atives to the right of traditional conserv-
ative parties. In campaigns this involves
painting such parties as not just political

adversaries but threats to democracy
itself. When the results are in, the cordon
sanitaire rules out parliamentary collab-
oration, let alone a governing coalition,
withthem.

It is time to admit that this approach
can sometimes do more harm than
good. Most obviously, it has not pre-
vented Europe’s nationalist right from
building up its voter support over recent
decades.

Portraying a party as so outside a
community’s political norms that it can
never be allowed near power can back-
fire. It reinforces its voters’ sense that
traditional elites treat them with con-
tempt and neglect — part of what
attracts people to protest movements in
the first place. Devising ways to margin-
alise them can also undermine respect
for democratic norms. If a party is
always — regardless of its success, con-
duct and programme — prevented from
influencing policy, how are its voters
supposed to think democracy will give
their grievances due consideration?
‘What stake does such a party itself have
inthe norms?

Demonising parties working to

detoxify themselves — and there are
many — is risky. The RN has for some
time cracked down on its most extreme
racist elements and been on its best
behaviour in the outgoing French legis-
lature. That gives Le Pen a measure of
credibility when she presents it as the
most responsible actor on the political
scene. For many apolitical voters, pan-
icked warnings by other politicians will
comeacross as hysterical and only make

In the Nordics, it was good
for democracy to reward
rightwing parties moving

towards respectability

them more disposed towards the RIN.

A few countries have dropped the cor-
don sanitaire. The Norwegian and Finn-
ish experiences of admitting rightwing
populists into centre-right coalitions is
instructive. The realisation that a share
of power was possible, and the public
spotlight on them once they possessed
it, induced them to polish some of their

roughest edges and strike compromises
to get some of their preferences enacted.
The curious result in Norway was a
boom in road building combined with
high and rising carbon taxes.

In Sweden, a pact of parliamentary
support broke the cordon sanitaire
against the Sweden Democrats. It was
and remains a nastier party than its
Nordic counterparts, but the prospect of
influence did motivate a shift away from
racist aggression towards democratic
responsibility. (Sweden and Finland
bucked the trend of far-right advances
inthe EU elections.) Italian leader Gior-
gia Meloni’s party, too, has proved more
pragmatic in office than expected.

This does not always work. Austria’s
Freedom party does not look mellowed
by a spell in government marred by
scandals of corruption and Russian
influence on the intelligence services.
Hungary’s Viktor Orban and Poland’s
Jaroslaw Kaczyniski used power to
undermine democratic institutions.

But the truth is that Europe’s far-right
parties are highly heterogeneous. That
is why they punch below their weight in
the European parliament. Their lack of

coherence has allowed the centre to
ignore them, but also mistakenly to
ignore the political diversity that creates
this weakness. There is a difference
between pursuing ugly policies and aim-
ingto subvert democracy.

In the Nordics, it was good for democ-
racy to reward rightwing fringe parties
on a journey towards respectability. But
this must not be done with clearly anti-
democratic parties such as Alternative
for Germany. There the case for the cor-
don sanitaire remains sound.

What about the RN? Le Pen’s
attempted dédiabolisation and the
party’s frantic rowing back on its prom-
ises suggest an interest in being success-
ful within the system rather than in
tearing it down. Most of France’s elite
does not believe this, and may be right.
Perhaps the RN itself does not know.

Europeans must ask themselves how
deeply they believe in their institutions’
civilising powers. Given where the polls
have been moving, to trust the moderat-
ing effects of democracy may be our
besthope.

martin.sandbu@ft.com

‘Mission-driven’
government can
be more than a
catchphrase

Jill
Rutter

f Keir Starmer’s back-story is now
reduced to the words “toolmaker”
and “pebble-dash”, then his for-
ward prospectus is summed up in
the promise to lead a “mission-
driven government”. That phrase has
been around for 18 months. Since then,
the missions have morphed slightly but
remained pretty much intact: growth,
the NHS, clean energy, safer streets and
opportunity. The aim is to break down

i internal silos inside government and
The writer is chair of Rockefeller Interna- :

deliver lasting “change” — the Labour
slogan.

We recently gained a bit more insight
into how those missions might translate
into government: an overarching com-
mittee, chaired by the PM with roles for
deputy PM Angela Rayner and probable
chancellor of the Duchy of Lancaster Pat
McFadden; mission boards — with
Starmer again in the chair; a role for
experienced outsiders to share their
expertise; a reorientation of the Treas-
ury towards growth and investment.

So far, so good. The fact that Starmer
recognises that, if he becomes prime
minister, he has to put his weight and
authority behind the missions is the
right starting point. The early incarna-

i tions of the New Labour delivery unit
worked because Tony Blair made time
¢ in his diary for monthly stocktakes. A

key question, though, is whether
Starmer can maintain that focus as his
agenda and diary are blown off course
by events. He will need a trusty enforcer
to speak for him when other priorities
distract.

Second, if this is to work, he needs to
ensure the Reeves-led Treasury is a

If Labour really wants to
break Whitehall out of its
boxes, it needs to engender
a big culture change

partner not an obstacle. The first test of
the missions will come in the spending
review. In the past, cross-cutting objec-
tives have suffered when they have had
to piece together budgets from depart-
mental crumbs. These missions either
need their own budgets to make clear
their precedence or to feature as a prior-
ity in each allocation. If there are
ringfenced mission budgets, Starmer
could put one secretary of state and one
official in charge of them.

Third, there needs to be a plan for
each mission — to take it from being
manifesto words into something people
can act on. That requires clarity about
short-term and long-term objectives,
critical stepping stones and an under-
standing of potential blockages in the
system. That is where the proposal to
involve outsiders can really help — par-
ticularly if it means that those who will
have to make changes can be involved at
the start — rather than simply be on the
receiving end of a set of Whitehall
instructions. It also means being ready
to change tack when something that
looks promising hits a brickwall.

But fourth, people inside government
need to be convinced that helping
deliver the new government’s missions
is critical to their success.

The missions as currently set out are
not as cross-cutting as Labour likes to
present them — or as they could have
been. The health mission is essentially
an NHS mission rather than about
addressing health inequalities or mak-
ing the UK fitter. The climate mission
focuses on energy decarbonisation to
“accelerate to net zero” rather than on
the wider changes needed to get there,
with little focus on climate change adap-
tation or more general environmental
improvement. That means there is less
requirement for collaboration — but
there is also less for departments to feel
enthused about.

If Labour really wants to break White-
hall out of its departmental boxes, it
needs to engender a big culture change:
to persuade secretaries of state across
government to see their departments as
contributors to the success of their col-
leagues; to persuade the civil servants to
see their role not as defending depart-
mental turf (and budgets) but as using
their knowledge and insights to help
others achieve their goals.

When that becomes as natural a
reflex as defensiveness is now, mission-
driven government will have become
more thana catchphrase.

The writer is a senior fellow at the Institute
for Government think-tank
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You'd have fo be mad’
® WORK & CAREERS

A productivity
hack thatreally
does work

Business Life

1 less than one week’s time, Britain
may be led by a man witha
capacity for work that his friends
say is phenomenal, ferocious and
slightly exhausting to watch.

Idiscovered this last week after
reading one of the many biographies of
Keir Starmer, or as I have come to
think of him, Keir Starmina.

The Labour leader, who polls suggest
will be the British prime minister after
the July 4 election, can work and work
with “ridiculously small amounts of
sleep”, according to one of his ex-
girlfriends, the barrister Phillippa
Kaufmann. “Keir’s ability to work is
absolutely phenomenal,” she told
biographer Tom Baldwin. “I've never
known anyone like him.”

Starmer’s Stakhanovite tendencies
were evident early on. “I've never seen
anyone be able to study like him,”
reported a school friend who
remembered him being “at his desk for
hour, after hour, after hour”.

A person who knew him at
university was quoted saying that,
when everyone else was lying around
shattered after a big night out, “Keir
would always be up at six the next
morning, getting on with his studies”.

And one of his oldest friends said

Starmer’s discipline and drive were so
vast that “sometimes, it makes me feel
weary just thinking about the life he
leads”.

Reading all this reminded me of an
uncomfortable truth about modern
working life and the profusion of goal-
setting, time-managing, email-
batching productivity “hacks” we are
constantly told will speed us to career
success. None are any match for the
inbuilt stamina of a Starmer. This
ought to be obvious. But I don't think it
is in a world where publishers are
churning out as many as three books a
day on how to be more productive at
work, and sites such as Tik'l'ok burst
with advice on how to do more faster.

The upshot of this industrial-
strength guidance is the belief that
productivity soars once one latches on
to the right habits and work practices.
Alas, it is not quite that simple.

1 first began to grasp the importance

66 I think of the Labour
leader as Keir ‘Starmina’.
A lot of successful people
keep working when lesser
physical beings wilt 99

of physical durability in my twenties
when I bowled up to a famous older
female reporter and asked her for the
secret to success in journalism.

Thad expected to hear her talk about
the art of extracting information from
sources; or being well-informed, or
writing well. Instead, she gave an
abrupt one-word answer: “stamina”.

Ithought this odd but as time went
on | kept seeing evidence of her point.
A lot of persistently successful people
keep working when lesser physical
beings wilt with exhaustion, the flu ora
general failure to function. That
journalist herself is, at the time of
writing, still a prolific commentator,
researcher and writer — just days away
from her 80th birthday.

Mental stamina, like physical staying
power, is a gift, although it does have
downsides. Starmer was once so
engrossed at his desk in a London flat
he was sharing that he failed to notice
two burglars were inside knocking off
the TV and video recorder.

Life with a remorseless worker can
also take its toll on family and work
colleagues.

“Bed, woman!” Denis Thatcher
would sometimes tell his wife
Margaret, the late former British prime

Kenneth Andersson

minister, who was said to get by on just
four hours sleep a night. Opinions
differ about how well Thatcher
functioned on this much sleep, which is
comforting to those of us who prefer at
least seven good hours of shuteye.

Thankfully, being in the sleep elite is
far less fashionable now that work-life
balance is treated seriously. It is also
worth remembering that stamina does
not guarantee success.

The business world has long been full
of executives bragging about how little
sleep they need but very few reach the
heights of a chief executive such as
Apple’s Tim Cook, who has said he
likes to wake up before 4am and do an
hour of emailing and a workout before
heading to work.

Then there is the British prime
minister, Rishi Sunak. He reportedly
works around the clock — and on
weekends. His generally diligent
approach has never been in doubt. Yet
the polls suggest he is about to lead his
party to a defeat of dire proportions.

Ultimately, he is a reminder thata
capacity for hard yards will take you a
long way in life, but it won’t always be
enough to achieve enduring success.

pilita.clark@ft.com

Lex.

Tackling methane-belching
cows is a taxing business

axing methane-belching

cows certainly puts the

wind up farmers. Their

opposition recently

forced New Zealand to
backtrack on plans to tax ruminants’
emissions. Now Denmark has
reached agreement on a similar levy.
It is dubbed a “terrifying
experiment” by farmers’ organisation
Baeredygtigt Landbrug.

As is common with green policies,
teelings run high on both sides. For
proponents of the new levy, there is
no alternative to addressing
emissions from the agricultural and
forestry sector.

Left unchecked, the sectors are set
to account for 46 per cent of
Denmark’s total greenhouse gas
emissions in 2030, according to a
government-appointed expert group.
“Burping” cows emit the potent,
albeit shortlived, greenhouse gas
methane. In the short run, the world’s
cows do more damage to the climate
than its cars.

But no good deed goes unpunished.
There are risks associated with
unilateral actions. The higher costs
imposed on Danish farmers are likely
to result in a loss of market share to
foreign producers whose emissions
are unchecked.

Aggrieved farmers might wonder
why Copenhagen did not tax Danish
consumers instead. That would have

‘ Cattle and sheep have big
carbon footprints
Greenhouse gas emissions per kg
of food product (kgCO,e)

0 20 40 60 80100
Beef (beef herd)
Lamb and mutton
Beef (dairy herd)
Prawns (farmed)
Cheese
Fish (farmed)
Pig meat
Poultry meat
Eggs
Rice
Groundnuts
Cane sugar
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shielded domestic producers from
unfair competition. One reason is
that demand for climate-damaging
foodstulffs is likely to be relatively
insensitive to price increases.

Another is that Denmark is a big
tfood exporter. Hence a consumer tax
would have to be swingeing to have
the same effect on Denmark’s
emissions as a production tax.

Moreover, a consumer tax would be
applied at a uniform rate for all meat
products of a certain type. That
would prevent farmers from
benefiting financially from moves to
reduce their environmental footprint.
One option, say, is using Amsterdam-
listed DSM-Firmenich’s Bovaer.
Adding a quarter teaspoon of this
feed additive, which suppresses a
methane-producing enzyme, can
reduce a dairy cow’s methane
emissions by 30 per cent.

Bovaer is attracting growing
interest. It has just won approval in
the US. But Jefferies assesses its
long-term market penetration at just
2 per cent. At an estimated price of
$110 a year per dairy cow, extensive
take-up may depend on government
support, taxes or the sector’s
inclusion in emission trading
schemes. Yet loading taxes or other
restrictions on farmers is politically
difficult. Denmark deserves credit for
its move. But other countries won't
be rushing to follow its lead.
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Solution 17,774

JOTTER PAD

access FT crosswords
over the last 30 days
— cryptic, Polymath,
Weekend and Sunday
puzzles — or go to
ft.com/crosswordapp

ACROSS

1 Impertinent male adolescent with yen
10 change sides (6)

4 Concerns some French revolutionary
lovingly embraced (8)

9 Long-term cons tons of body-builders
avoided (6)

10 Deciding jointly about getting on ferries
(8)

12 Daughter was some time back risk-taker
@

13 Seabirds getting lost in swells (5)

14 Boldly join insurrection taking place in
work (14)

17 Horror, as robbers nobbled car parts
(59)

21 Walk from corner holding mastiff’s lead
)

22 A sign about hotel services for boozers
(&)

24 Swimmer with lack of hostility
discussed pouchlike garment (8)

25 A kid free from anxiety (2,4)

26 Suffering Frenchman’s put in plea for
help (8)

27 Shortest route east completely empty
road (6)

DOWN

1 Ailments put mother on toilet (8)

2 Happy to participate you said with
profit generated (2,3,2)

3 Shot stern English dons (5)

5 Gentle sort joining a body of soldiers —
he’s producing memoir (7,5)

& Part of potato starter that's revelatory
(3-6)

7 Lot of alcohol sunk if turning fifty (7)

8 Break down joke that’s heard to
gradually understand (6)

11 Tips when penning said article
succeeded (12)

15 Recording in building having erased top
social event (9)

16 Easiest shot blocked by one in my view
(2132

18 One stores aged wine in refirement (7)
19 Cafch characters in veterans’ network
after keeling over (7)

20 Fills opening in stapler with staples (6)
23 Group of performers regularly
boycotted tango (5)
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