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Red alert
Wildfires on
edge of Athens

Smoke from a wildfire occludes the sun
over the Parthenon temple on the
Acropolis in Athens yesterday.

A fire fanned by strong winds threat-
ened the city’s outskirts, forcing the
evacuation of thousands of residents
from neighbourhoods in north-eastern
suburbs. Hundreds of firefighters,
backed by firefighting aircraft, have
been battling the flames across a 30km
radius since Sunday.

The Greek government requested
help via the EU’s joint civil protection
system, with aircraft, a helicopter and
specialist firefighting teams dispatched
from Italy, France, the Czech Republic
and Romania.

Greece, along with other southern
European countries, has suffered heav-
ily fromwildfiresin recent years, fuelled
by persistent droughts. Scientists say
climate change isexacerbating the fires.
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Indian telecoms tycoon says Sswoop on
Drahi’s BT stake shows faith in Britain

» Reeves’s rallying cry for
competitiveness in City
Chancellor Rachel Reeves has
pushed regulators to prove they
are “taking seriously” their duty
to protect competitiveness, as the
Treasury raised concerns over
the autumn launch of a new
anti-fraud regime.— PAGE 2

» Boys, 12, admit violence
Two boys have pleaded guilty to
violent disorder, the youngest to
be prosecuted over far-right
clashes that swept the country
after the Southport stabbing
attack two weeks ago.— PAGE 2

» Netanyahu “viclory’ clash
The Israeli premier has accused
his defence minister of pushing
an “anti-Israel narrative” after
Yoav Gallant dismissed the idea
of pursuing a “total victory” over
ITamas as “gibberish”.— paGg ¢

» Blow to Biden revival plan
Some 40 per cent of the biggest
US manufacturing investments
announced in the first year of the
president’s flagship industrial and
green revival have been delayed,
the FT has found.— pAGE 6

» Russia border evacuation
Moscow has said it has evacuated
more than 133,000 people from
border areas as Ukraine pressed
on with its surprise incursion.

Kyiv claimed it had now taken
1,000 sq km of territory.— PAGE 4
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Indian billionaire Sunil Bharti Mittal’s
conglomerate has agreed to buy a
24.5 per cent stake in BT Group from
Patrick Drahi’s Altice, saying the invest-
ment was a vote of confidence in the tel-
ecoms group and the UK.

Bharti Enterprises said yesterday that
its international investment arm would
buy 10 per cent of BT’s shares from
Altice immediately and purchase the
remainder after it had secured the nec-
essary regulatory approvals. It did not
intend to make an offer for the whole of
BT, Bharti added.

The investment raises the profile of
the 66-year-old billionaire who amassed
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OpenAl founders exit
after failed Altman coup

November’s failed boardroom coup
against OpenAl chief Sam Altman
sparked an exodus from the 11-strong
founding team of the ChatGPT maker
that has left only two remaining. The
shake-out has raised doubts over the
direction of the S86bn group, which is
battling to best rivals like Anthropic
and Google. Some have fled torivals;
some launched their own projects. The
most famous — Elon Musk — is now a
vociferous critic of OpenAl.

his fortune in India’s telecoms market.
Bharti Airtel, the largest part of his
empire, emerged as India’s second-
largest operator after a price war insti-
gated by billionaire Mukesh Ambani in
2016 that felled several rivals.

“I've been watching BT for long, long
years. It's a company which has a glori-
ous past, has national status, has this

tremendous amount of physical infra-
structure in the UK,” Mittal said. “So I

Lex.

A story based on
growing cash flow
plus supportive
sharcholders has a
nice ring to it.
Shame Drahi was
disconnected as he
ran out of credit

Ringing changes
Page 22

hope that I can add some value to their
thinking . . . wearelongterm, thisis not
astock market operation and we are not
in this for making a buck.”

Bharti said it supported BT chief exec-
utive Allison Kirkby, who started in
February and has presided over a
near-30 per cent gain in the group’s
shares thanks to cost cuts, a higher divi-
dend and improving cash flow. Altice’s
entire stake in BT was worth about
£3.2bn at Friday’s closing price.

Theinvestment in the former monop-
oly has proved lossmaking for Altice,
according to a person familiar with it.
Altice took a stake in 2021, buying a
12 per cent holding that it later
increased to 24.5 per cent. It borrowed
heavily to build its holding, which has
dropped £1bn in value since it was dis-

closed, according to FT calculations.

A portion of the stake was financed
using derivatives that should have pro-
tected Drahi’s investment vehicle from
some of these losses and Altice has also
received dividends as a BT shareholder.

Altice declined to comment on the
drop inthe value of its BT stake.

Drahi faces pressure to sell assets to
cut $60bn of debt. In March, Altice sold
a news channel and radio station. Last
week, Drahi partnered with Abu Dhabi-
based sovereign fund ADQ to give 2 $1bn
injection to auction house Sotheby’s.

Karen Egan, head of telecoms at End-
ers Analysis, described Mittalas a “com-
pletely different kettle of fish to Patrick
Drahi”, She added: “[Mittal] is notshort
term. He’ll be completely constructive
and collaborative with BT, he really

Chancellor weighs private finance deal
to pay for £9bn Thames tunnel project

GILL PLIMMER AND GEORGE PARKER

Rachel Reeves is considering seeking
private finance to pay for a £9bn high-
way and tunnel acrossthe Thames east
of London in an effort to keep the costs
off the government’s books.

Investors in the Lower Thames Crossing
would receive returns from the toll road
in exchange for bankrolling the project,
potentially on indefinite or 125-year
contracts, according to two people close
to the Treasury discussions.

The Treasury insisted the chancellor
would not return to old-style “private
finance initiative” contracts, used on a
large scale by the last Labour govern-
ment and axed in 2018 because they
represented poor value for money.

But a spokesperson said the govern-

“partnership with the private sectorto
deliver on its missions”.

The LTC plan comes as part of an
attempt by the government to draw pri-
vate finance to road, energy and water
projects. Labour has vowed to unleash a
building boom to upgradc the UK’s
decaying infrastructure and housing,
but Reeves has set herself tight debt
rules that constrain her ability to spend
government money.

The chancellor has discussed using a
form of private finance initiative that
would be closer to the regulated asset-
based model used on water projects
such as the Thames Tideway sewer
under London, the people said.

Unlike traditional PFI contracts,

where investors received guaranteed
payments from taxpayers, London resi-

approach could include capped returns
for investors or scrutiny by an inde-
pendent regulator, the peopleadded.

The LTC’s £9bn price lag means that
the project could still require the gov-
ernment to underwrite the construction
risks to make it attractive to investors.
“Given these costs, the project may
require substantial government funding
to substantially ‘de-risk’ the project for
private investors,” said Alistair Watson,
partner at law firm Taylor Wessing.

The 14-mile LTC has not yet been
approved. If consent is given this year
construction would start in two years
ahead of a planned opening by 2032.

Reeves last month cancelled a series
of infrastructure projects citing spend-
ing pressures, including a £1.7bn tunnel
near Stonehenge, but made no mention

understands the holistic approach of
telecoms.”

The ties between Mittal and BT date
back to the late 1990s, when the UK
company owned a 21 per cent stake in
Bharti Airtel and had two board seats.

Mitta! is the second high-profile
shareholder BT has gained this year
after Mexican billionaire Carlos Slim
took a 3 per cent stake.

Kirkby said: “We welcome investors
who recognise the long-term value of
our business, and this scale of invest-
ment from Bharti Global is a great vote
of confidence in the future of BT Group.”

Bharti Airtel’s Mumbai-listed shares
fell 0.4 per cent but have advanced
43 per cent this year, beating the 10 per
cent gain in India’s benchmark index.

Indian tycoon’s returnpage 10

alternative investments shop in
the latest push by a traditional

operation to add private credit
capabilities.— PAGE 10

» TikTok alerts misleading
The video platform has been
sending inaccurate news-style

alerts to users, including claims
about Taylor Swift and an old

disaster warning, intensifying
misinformation fears.— EAGE 7

» Business flights cut

Corporate travel has settled into a
“new normal” as executives fly
less and shun one-day work trips

by plane, according to Suzanne
Neufang, of the Global Business

Travel Association.— PAGE 7
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Reeves queries watchdogs' agenda

Chancellor warns on City

competitiveness amid
fears over anti-fraud rules

GEORGE PARKER, AKILA QUINIO
AND SUZI RING

Rachel Reevesis pushing UK regulators
to prove they are “taking seriously”™
their duty to protect the City’s competi-
tiveness, as the Treasury raised con-
cerns over the autumn launch of a new
anti-fraud regime.

Reeves told the Financial Times she
had pressed City watchdogs to show
what they were doing in practice to meet
their “secondary objective” to promote
growth and competitiveness in addition
to protecting consumers.

An early flashpoint is looming over a
decision by the independent Payment
Systems Regulator to force banks to

reimburse fraud victims for claims
worth up to £415,000 from October 7.

The move has caused alarm in the
banking and fintech sector. Treasury
insiders told the FT officials have spo-
ken to the regulator about the timing of
the measures. “We're asking: is this a
sensible deadline?” said one.

The PSR did not immediately com-
ment.

Reeves, speaking on the margins of a
trip to New York last week, said: “We are
pushing the regulators to demonstrate
that they are taking seriously the com-

petitiveness of our financial services
sector.”

The previous Conservative govern-
ment introduced financial services leg-
islation in 2023 with a “secondary” duty
for regulators to promote growth.

Both Reeves and Jeremy Hunt,
former Tory chancellor, have believed

some decisions made by City regulators

appeared to neglect this obligation.

One target of both Labour and Tory
ire has been the PSR’s compensation
rules for authorised push payment, or
APP, fraud, where victims are tricked
into sending money to fraudsters from
their bank accounts.

Consumer groups have argued that
greater protection for victims is
urgently needed. Britons lost £460mn
to APP fraud last year, according to
trade body UK Finance.

In a bid to tackle the issue, the PSR last
year ruled that banks and payment

companies must cover losses to fraud of
up to £415,000, starting in October.

The City fears the measure will
encourage fraudsters to pose as victims
to illegitimately recoup compensation,
and that the costs will disproportionally
harm smaller digital players.

Former Tory City minister Bim Afo-
lami in May told the FT there were “sig-

nificant problems” with the rules. PSR
head Chris Hemsley resigned from the
watchdog the following weelk.

Although Treasury officials are talk-
ing to the PSR about whether the Octo-
ber 7 deadline is viable, banking sector
figures fear the watchdog is committed
to thedate. One said the sector was now
focused on lowering the £415,000 reim-
bursement threshold and bringing for-
ward a review of the rules’impact to six
months after their implementation,
downfroma year.

Labour also wants tech companies to
share some of the burden for reimburs-
ing victims of online fraud, the FT
reportedin June.

Other regulators, such as the Finan-
cial Conduct Authority and the compe-
tition and accounting watchdogs, have
also come under pressure to do more to
promote the UK as an attractive place to
do business.
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Diver Tom Daley arrives at London St Pancras station yesterday after competing at the Paris Olympi
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¢s. The 30-year-old, who won gold at Tokyo in 2021, has

called time on his career after securing his [ifth Olympic medal, a silver. He said: ‘I'm incredibly proud for doing another cycle . . . and for me it felt like a

massive bonus because I took two years out of the sport after Tokyo and I didn’t know if I would get back into the team’ — sordan perines

Fast-tracked justice

Post-Olympics blues, page 6

Boys aged 12 admit violent disorder during riots

SUZI RING

Two 12-year-old boys pleaded guilty to
violent disorder in the youngest prose-
cutions over far-right violence that

swept the UK.

The pre-teen pair, who cannot be
named due to their age, are among doz-
ens facing what ministers call “swift jus-
tice” intended to dissuade anyone else
from joining far-right riots.

Downing Street yesterday said there
was a “welcome” de-escalation over the
weekend after planned gatherings failed
to materialise.

There have been no serious far-right
riots in England since last Tuesday, with
the government hoping that sentences
being handed down would bring an end

to the violence that occurred nation-
wide in the wake of a stabbing in South-
port two weeks ago.

A 12-year-old boy in Manchester yes-
terday admitted two offences relating to
two separate incidents of disorder sev-
eral days apart, which included throw-
ing a missile at a police van.

The other boy, in Liverpool, pleaded

guilty to one count of violent disorder in
relation to his behaviour in Southport

on July 30, Merseyside Police said.

Prosecutors have charged about 350
people for offences including violent
disorder, which has amaximum penalty
of five years’ imprisonment, as police
and the government try to get a handle
on the outbreak of riots that have swept
across the UK.
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The rioting was sparked in part by
false claims that the person alleged to
have killed three children in a mass
stabbing last month in Southport was a
Muslimimmigrant to the UK.

A series of teenagers have been
involved in the violence, which has been
fuelled by far-right groups in some of
the most deprived areas in England.

Football hooligans, known criminals
and local opportunists have made up

the bulk of the first rioters that have
passed through the English courts.
Prosecutors have brought a range of
charges including violent disorder,
affray and arson, as well as online
offences. Typical sentences for those
convicted of violent disorder last week
ranged between 18 and 30 months.

A 22-year-old who threw a vacuum
cleaner through a house window and
verbally abused a police officer was
handed a 26-month jail term yesterday
after pleading guilty to violent disorder
and possession of an offensive weapon.

Judges have made clear that when
crime takes place in the context of seri-
ous public disorder it is deemed to be

substantially more serious than if it had
occurred in isolation.

Prosecutors have not yet charged any-
one with rioting, which carries a maxi-
mum 10-year sentence and requires
proof that 12 or more people engaged in
disorder for a “common purpose”.

The government has warned that the
riots willimpact attempts to get the jus-
tice system back on its feet.

Industry. Green transition

Critical minerals
sector warns of
banks’ aversion
to commodities

Groups say lenders’ approach

to financing is at odds with

country’s key metals strategy

HARRY DEMPSEY

Stephen Hall was en route to Windsor
Castle to receive an international busi-
ness award from King Charles last
month when his phone rang. Lloyds
Bank was rejecting an application to
refinance his critical minerals group
that supplies blue-chip customers,
including engineer Rolls-Royce.

The UK lender’s head of credit had
found a red flag that prevented it from
backing Advanced Alloy Services: the
company’s exposure Lo the volalile
nickel price, after a short squeeze on the
London Metal Exchange caused prices
to surge more than 200 per cent in one
dayin2022.

“The debacle with Lloyds has con-
sumed an enormous amount of time,
energy and resources. It’s traumatic to
come out of it with nothing,” said Hall.

The financing troubles of 31-year-old
AAS echo those of other UK metals
groups, underscoring how the govern-
ment’s critical minerals strategy is at
odds withthe approach of British banks,
which act as gatekeepers for a key state
support mechanism.

First published in 2022, the UK’s
strategy for critical minerals aims to
diversify supply chains beyond China —
the industry’s monopolistic force — for
metals deemed essential to clean
energy, electric cars and defence.

London has identified 18 minerals
with “high criticality” to the economy,
including cobalt, graphite and tin. Five
more, including nickel, are on a watch-
list of metals that could trigger eco-
nomic vulnerabilities in the event of
sudden supply shocks.

Yet even as the UK’s lack of domestic

resources means its focus is supporting
processing businesses such as AAS,

companies say support mechanisms
offered by UK Export Finance require
domestic lenders o increase their Loler-
ance for the risks associated with com-
modities markets.

Guarantees offered by the govern-
ment’s export credit agency are
designed to increase the risk appetite of
private lenders but can only be accessed
via approved banks and other financial
institutions.

The government’s other main financ-
ing tool to support critical mineral
projects is the UK Infrastructure Bank,
which provides a range of businesses
with equity and debt.

Hall said AAS — which has doubled
turnover since 2021 to an estimated
£60mn and been profitable for 30 out of

Stephen Hall of AAS had finance
denied at the final hurdle

31 years — had wanted to refinance with
Lloyds in order to reduce annual financ-
ing costs of £1.3mn after completing a
management buyout. A deal would also
have given the company more room to
tap into support through UKEF. But
after seven months of meetings and
audits, as well as AAS serving notice
with its existing lender, Lloyds denied
financing at the final hurdle.

The supplier of high purity metals has
no direct exposure to LME nickel prices
but does make more margin in a rising
market and less during a falling market.

The bank later clarified that it had
concerns over the future value of inven-
tory that was not yet backed by cus-
tomer orders, according to Hall.

“For the UK government to support
development of a more resilient critical
supply chain then the banks need to be
prepared to provide the support too,”
said I1all, who is also chair of the Minor
Metals Trade Association. He added
that lenders should “not prevent access
to UKEF solely on the basis of being
‘exposed’ to those same markets that
the UK government wants todevelop”,

Jeff Townsend, founder of the Critical
Minerals Association, a trade group,

If the UK wants a ‘critical
supply chain then the
banks need to be prepared
to provide the support too

said several other producers had faced
similar funding challenges with the UK
banks and would encounter more prob-
lems as Beijing sought to manipulate the
prices of strategic metals.

“The government’s critical mineral
strategy has limited influence on the
way the City of London and the finance
sector operates,” he said. “It really is a
problem and it’s going to be increasingly
so. How does the government get the

financial sector to come onboard?”
One executive at another UK metals

group, who asked for anonymity, said
another big high street bank axed its
financing lines last year without expla-
nation, prompting it to cut half its work-
force and pull back on expansion plans.
“They rubbed me into the carpet,” the
person said. “UKEF can only push [sup-
port] down one route. They need to find
a way to circumvent the banks.”

Advisers working on financing pack-
ages for critical mineral projects said
that most UK banks were cautious of
backing commodities businesses
because of the risk of price swings. By
contrast, Furopean lenders such as
Sociéte Génerale, ING and ABN Amro
were more comfortable with such risks,
they said.

Lloyds said it did not comment on
specific cases but said that it provided
banking services to about 1Imn small
and medium-sized enterprises in the
UK, “supporting businesses across dif-

ferent sectors and sizes with the prod-
ucts and expertise they need to fulfil

their ambitions to grow”.

The government said: “A secure sup-
ply of critical minerals is vital for our
industrial strategy, economic growth
and clean energy transition.

“We're backing our critical minerals
industry with UK Export Finance sup-
port” and investment by UKIB, it added.
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Higher education

Universities will not survive without more cuts, claims expert

PETER FOSTER

Britain’s university sector needs to

tighten its belt further and accept the
need for job cuts and restructuring if it
wants to justify demands for increased
government funding, the author of the
last big revicw into the UK’s post 18
education landscape has warned.

Sir Philip Augar, who chaired the 2018
Augar Review, said that while the cash-
strapped sector had legitimate demands
for more support as it battled higher
inflation, frozen tuition fees and fewer
international student applications, con-
tinued financial discipline was also
required.

“Like all organisations, universities
have to live within their means and be
prepared to restructure if necessary,” he
said in an interview with the Financial
Times. Failing universities might
require bailouts or “turnaround teams
to work with existing management to
slim down or rationalise the student
offer”, he added.

Augar was speaking ahead of the
release of A-level and BTec results on
Thursday, which are expected to show a
small decline in applications to univer-

sity, leaving some institutions fighting to
fill places with domestic students who
pay £9,250 a year to study.

The sector is facing growing financial
stresses following a significant drop in
international students — who typically
pay £20,000 to £30,000 annually in fees
— this year.

The drop of up to 50 per cent has left
many lower-ranked universities scram-
bling to attract domestic talent to bal-
ance their books, with more than 50
universities already announcing course
closures, job cuts and voluntary redun-
dancy programmes.

Philip Augar estimates about half of
Britain’s universities face deficits

Augar estimates that about half of
Britain’s 140 universities were facing
deficits, with a “handful” of institutions
in danger of breaching financial cove-
nants and likely to need “rescuing”.

While accepting that higher inflation
and a decade-long freeze in tuition fees
were partly to blame, Augar said that
the 2012 decision to triple fees from
£3,000 to £9,000 had led tosome profli-
gacy inthe sector.

“Most responded responsibly to that
sudden increase and used itto plan for a
secure future, but others expanded and
borrowed over-aggressively in the
2010s, fuelled by an era of low interest
rates which has now come toanend,” he

added.

But while education secretary Bridget
Phillipson has ruled out bailouts for uni-
versities facing bankruptcy, Augar, a
former investment banker, said it would
not be “fair or wise” for the government
to let any institution go to the wall.

“It’s not fair on students who hold
degrees from those institutions, or wise
for the towns and cities where they are
situated because universities are such
an important firestarter to the local
economy, Augar said.

“So I think the regulator and Depart-
ment for Education will have to step in.
That doesn’t have to mean a massive
bailout, but it might mean encouraging
mergers or bringing in turnaround

teams to work with existing manage-
ment to slim down or rationalise the stu-
dent offer,” he added.

Phillipson has also said the govern-
ment will not increase the £9,250 tui-
tion fee as the university lobby group
Universities UK hasdemanded, tellinga
BBC interviewer in July that the govern-
ment had “no plans in that space”.

But Augar said he believed in the
medium term there would have to be
more cash injected into the system to
preserve the quality of UK higher educa-
tion, preferably by increasing the gov-
ernment teaching grant paid to univer-
sities. An alternative would be to
increase tuition fees and maintenance
loans.

Recent changes to the student loan
repayment system meant that such an
increase would costthe government rel-
atively little, he added, saying: “And,
given Labour’s majority, if you were
going todoitat all, this is themomentin
the political cycletodoit.”
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Health

NHS eyes fixed

antibiotic fees to

cut drug overuse

Subscription-style deals
with manufacturers target
antimicrobial resistance

IAN JOHNSTON

The NHS will agree subscription-style
deals with drugmakers for antibiotics,
as the UK seeks to encourage the devel-
opment of new medicines and curb anti-
microbial resistance caused by their
overuse.

The NHS yesterday said it would
negotiate fixed fees to pharmaceutical
companies of up to £20mn a year per
drug, working alongside the National
Institute for Health and Care Excel-
lence, the health spending watchdog.

The scheme, the first of its kind, was
designed to “break the link between the
payments companies receive and the
number of antibiotics prescribed,
removing incentives for overuse”, the
INHS said.

The health service issued tenders for
the subscription contracts yesterday,
with a maximum budget for the pro-
gramme worth up to £1.9bn over 16
years. The plans will apply across all
four UK nations.

David Glover, NHS assistant director
of medicines analysis, said that the
plans were “a major step forward in
making sure it is financially viable for
pharmaceutical groups to develop next-
generation antimicrobial drugs to keep
the spectre of drug-resistant superbugs
atbay”.

Developing new antibiotics has been
an unattractive investment for pharma-
ceutical groups because novel treat-
ments must be used sparingly to avoid
exacerbating antimicrobial resistance —
when organisms causing infection
evolve to survive drugs.

This has contributed to a dearth of

new treatments, with no new classes of
antibiotics discovered since the 1980s.

Without the development of new drug
classes, drug-resistant infections could
kill 10mn people globally each year by
2050, according to a UK government-
commissioncd rcport in 2016. Some
1.3mn deaths were attributed to antimi-
crobial resistance in 2019.

The global cost in lost gross domestic
product could amount to $1tn-$3.4tn
a year by 2030, the World Bank esti-
mates.

Regulators are taking steps to encour-
age investment. The EU is developing
laws for drugmakers that make new
classes of antibiotics to earn “vouchers”
that would offer longer regulatory
exclusivity on other drugs in their port-
folio. Companies could use these vouch-
ers to market their drugs for longer
without facing competition or sell the
vouchers torivals.

Health minister Karin Smyth said the
UK was “leading the way” on develop-
ment of new antibiotics. She added that
antimicrobial resistance was “not a
challenge we can tackle on our own".
and that the government would seek an
“ambitious agreement at the United
Nations General Assembly next month
for co-ordinated action”.

The UK’s subscription scheme comes
after a 2022 pilot phase between the
NHS and Pfizer and Shionogi, the US
and Japanese drugmakers, for their sep-
sis and pneumonia medicines.

Huw Tippett, chief executive of
Shionogi Europe, said the new scheme
was “the kind of sustainable solution we
nced to tackle the very scrious, and
urgent, issue of antimicrobial resist-
ance’. However, the £20mn maximum
sum could remain unattractive com-
pared with the billions of pounds in
sales that drugmakers hope to earn
from leading assets in their portfolios.

NATIONAL

Fair game
Law change

Ol

grouse ‘a huge
step forward

A shooting party on the moors in

shooting

the Lammermuir Hills near

Gifford, East Lothian, yesterday

Jane Barlow/FPA

Campaigners have called for vigilance
in the implementation of new
regulations on grouse shooting as the
season opened yesterday.

The “Glorious 12th” is the first since
the Scottish government tightened
oversight on landowners burning
moors or killing birds that prey on red
grouse, the UK’s fastest-flying game
bird.

“There’s nothing ‘glorious’ about the
killing of helpless animals,” said Ariane
Burgess MSP, the Scottish Greens’ rural
affairs spokesperson. “Yet every year
we have seen this organised cruelty
taking place across Scotland.”

The grouse shooting season has
generated controversy for decades,
pitting activists who are opposed to
animal cruelty and advocate for
nature-based land use in Scotland
against landowners who say shooting
generates much-needed income for
struggling rural communities.

The Greens were instrumental in
passing the Wildlife Management and
Muirburn Act while in coalition
government with the Scottish National
party, an agreement that ended in
April, precipitating the fall of Humza
Yousaf as first minister.

For years, activists have campaigned

against the practice of killing birds of
prey, such as hen harriers, to bolster
the number of grouse available for
paying shooting parties during the
season, which ends on December 10.

They have also campaigned against
use of prophylactic antibiotics on wild
grouse and the negative environmental
impact of the burning of heather off
peatland to increase bird numbers.

Burgess described the act, which sees
estates forced to obtain a licence for
shooting, as “a huge step forward in
wildlife protections” that would end
“lawless and bloody scenes”. “We will
all need to be vigilant and learn from
their enforcement,” she added.

The new licensing system, in place
since last month, removes the legal
right for estates to hold shoots if they
are found culpable in failing to protect
birds of prey, or do not follow other
regulations relating to moor
management. NatureScot, the
government agency managing the
grouse code, can extend the licensed
area beyond the perimeter of any
grouse moor itself if deemed necessary
to prevent raptor persecution.

This means anyone killing a raptor
outside of the licensed grouse moor
area would still face punishment.

Ross Ewing, director of moorland
at landowner association
Scottish Land and Estates, described
the licensing scheme for grouse
moors as the biggest change
landowners had faced in decades.

Writing in the Herald newspaper
yesterday, he said the small
minority engaged in illegal activities
relating to grouse moor
management, including killing birds
of prey, was at “a historic low”.

While licensing was not necessary,
landowners and managers had
nonetheless worked with the
government to make the licensing
scheme as workable as possible, he
said. Responsible moor
management for grouse shooting
helped protect some endangered
species, such as the Eurasian curlew,
he added.

The opening of the season comes
amid low grouse numbers on the
moors after a wet winter
undermined the birds’ breeding and
hatching. Owners predict fewer
shoots this season, damaging
employment and spending in the
rural economy from the tourists
who flock to Scotland and northern
England for the sport. Simeon Kerr
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/elenskyy takes biggest gamble of war

INTERNATIONAL

with incursion into Russian territory

Kyiv turns tables in unexpected push that aims to divert Moscow's forces and win bargaining power

CHRISTOPHER MILLER
NEAR THE UKRAINE-RUSSIA BORDER

As Volodymyr prepared to enter Rus-
sian territory, adrenaline ran through
his veins. It was not lost on him that 81
years ago, another battle in Russia’s
Kursk region marked a turning point for
Europe.

He and the other soldiers of the 82nd
air assault brigade listened to their com-
mander’s instructions: eyes open, move
swiftly and keep your country in your
thoughts. Then, after a short prayer and
a battle cry of “Glory to Ukraine!”, they
set out to invade Russia — the first for-
eign army to do so since the second
world war.

“We entered Russian territory for the
first time at 1pm on Tuesday [August
6],” Volodymyr said. “We were among
the first to enter there.”

To his astonishment, his unit faced no
resistance as their eight-wheeled, 20-
tonne US Stryker fighting vehicle
stormed across the border in daylight.

They soon encountered a Russian
unit “sitting in the forest, drinking cof-
fee at a table”, Volodymyr recalled.
“Then our Stryker drives right into their
table. We killed many of them on the
first day because they were unarmed
and didn’t expect us.”

“Dozens” of stunned Russian soldiers
laid down their arms and surrendered.
Ukrainian

Over the next six days, the fear felt by
many of the thousands of Ukrainian
troops taking part yielded to exhilara-
tion. They advanced quickly — by 5km
to10km a day — seizing several villages,
part of a railway line and a key gas tran-
sit point. They began hastily digging
positions and preparing for Russian
reinforcements to arrive.

But, to their surprise, Russian troops
did not appear, at least not in the man-
ner that they expected. Powerful glide
bombs were launched from Russian jets,
which wiped out some Ukrainian troops
and valuable western-provided equip-

ment. Lancet X-winged suicide drones
came barrelling towards them. But the

Ukrainians pressed on.

“It was a bit difficult at first but then it
gol easier,” said Roman, another soldier
in Volodymyr’s unit.

But on Friday, their Stryker was hit by
a Russian rocket-propelled grenade.
The driver suffered concussion but eve-
ryone survived thanks to the vehicle’s
thick armour. Unable to drive it further,
they towed it back across the border.

servicemen ride
an armoured
personnel
carrier near the
Russian border
in Sumy, north-
east Ukraine

Viacheslav Ratynskyi/Reuters

air assault brigade, sipping an energy
drink on aroad leading to Kursk.

As he spoke, explosions reverberated
from the front line and a Ukrainian
fighter jet flew low on its way back from
anattack on Russian positions.

The Ukrainian troops said their oper-
ation was progressing as hoped. In less
than a week, they had entered more
than 30km deep inside Russia and
claimed to have seized about 1,000 sq
km of territory. Volodymyr said they
were still moving towards the regional
capital, Kursk.

Russia has failed to halt their advance,

the soldiers said. Many of its reinforce-
ments have been captured or killed. One

Russian convoy went up in flames after
being struck with a US-made Himars
missile, according to Ukrainian drone
footage seen by the FT.

President Vladimir Putin has called
the operation a “provocation” and Mos-
cow has evacuated more than 130,000
residents from the Kursk and Belgorod
regions bordering Ukraine.

Ukraine’s president, Volodymyr Zel-

enskyy, said on Saturday that Kyiv
wanted to “push the war on to the
aggressor’s territory” and put “pres-
sure” on Russia to “restore justice”. But
officials have otherwise made little com-
ment on the operation.

Few details are known about how the
operation came together, and soldiers
were careful not to reveal sensitive
information. Many troops did not know
the mission until a few daysin advance.

Elements of at least six Ukrainian bri-
gades are involved, according to the sol-
diers and the FT’s review ol combat
footage published on social media.

Volodymyr and the paratroopers of
the 82nd brigade were brought to

Ukraine’s northern Sumy region from
nearby Kharkiv region, where they were
holding back Russia’s forces that had
launched their own cross-border incur-
sion there in May.

Other soldiers said they had been
redeployed from flashpoints in the east-
ern Donetsk region, including the towns
of Chasiv Yar, Niu-York and Toretsk.

Denys, a soldier driving a US-

"We killed
many of
them on the
first day
because
they were
unarmed

and didn't

expect us

When the Financial Times met the
crew on Sunday, just 5km inside
Ukraine, Volodymyr, Roman and two

other soldiers were taking the damaged
vehicle apart to see what could he used

as spare parts before sending it to a US
base in Germany for repairs.

As with the Russians, the US and Ger-
man governments — two of Ukraine’s
largest military and financial support-
ers — said they had not been informed in
advance about the Ukrainian incursion.

Wolfgang Biichner, a German govern-

ment spokesman, said yesterday the
operation had been “prepared with

great secrecy and without consulta-
tion”. “Everything points to a spatially
restricted deployment.”

The FT spoke to more than a dozen
soldiers on condition their surnames
were not published for security reasons.

“Our mood is good. Morale is high,”
said Serhiy, a paratrooper from the 80th

Ukrainian incursion
forces Russia to
evacuate second area
on seventh day

of fighting

@ Ukrainian incursion
© Full or partial
evacuatior

Updated: Aug 12
Source: AEl's Critical Threats Project,
Instituta for the Study of War
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provided Humvee painted in desert
camouflage, said the Kursk fight — in
the same location as a major 1943 battle
between German and Soviet forces —
felt “totally different” from that in the
Donetsk region.

“Fighting from defensive positions is
much harder,” he said. “The enemy
knows everything about us there. ..
Here we had the element of surprise.
But we were also surprised that [they
were ] so surprised with [our attack].”

Denys said that the main goal of the
operation was to capture Russian land
to trade in negotiations. Other soldiers

said the objectives also included forcing
Russia to divert resources from the

Ukrainian front line. It is too early totell
whether they have been successful, with
reports indicating only small numbers
of troops have been pulled from the
Kharkiv and Donetsk fronts.

Putin claimed yesterday that Russia’s
forces continued to advance along the
front line and said their “tempo of
attack” had increased 50 per cent since
the start of the Ukrainian incursion.

Denys worried that the operation
could come at the cost of cities in the
Donetsk region. “Niu-York will be cap-
tured, 100 per cent,” he said. “It could
even happen tomorrow.”

Russian forces would also likely take
Chasiv Yar and Toretsk, he predicted.

Deep State, a Ukrainian analytical
group with ties to the defence ministry
that tracks and maps the front line,
showed Russian forces making further
gainsin eastern Ukraine.

Russia’s defence ministry claims to
have killed more than 1,610 Ukrainian
troops in the incursion, numbers that

are impossible to verify and which sol-

diers say are exaggerated. But many
ambulances and armoured medical
evacuation vehicles rushed to and from
the front line while the FT was there.
Additional reporting by Max Seddon in
Riga and Guy Chazan in Berlin

See FT View
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Counteroffensive

Moscow
evacuates
133,000 as
Putin vows
torespond

ISOBEL KOSHIW — KYIV
MAX SEDDON — RIGA

Russia said it had evacuated 133,000
people from border areas yesterday as
Ukraine pressed on with its incursion,
which Kyiv claimed had now taken
more than 1,000 sq km of territory.

Ukraine’s offensive, the first ground
invasion of Russia since the second
world war, has caught out Moscow’s
forces since it begana week ago.

Yesterday, Putin vowed an “adequate
response” at a meeting with officials and
hinted at consequences for the failureto
anticipate the incursion. “An assess-
ment of the ongoing events must cer-
tainly be made, andit will be,” Putin told
his security cabinet and the governors of
Lhree Russian border regions. “Bul the
main thing now is solving the tasks at
hand . . . to push out and beat back the
enemy from our territory and ensure
the state border is well protected.”

He suggested the conflict could
spread to other Russian regions: "It

things are relatively calm in Bryansk
region today, that does not mean the sit-
uation willstay that way tomorrow.”

Putin, who faces the prospect of losing
control of parts of Russia’s internation-

“The main thing now is to
push out and beat back the
enemy from our territory

Viadimir Putin

ally recognised territory for the first
time since he ordered the full-scale
invasion of Ukraine, claimed Kyiv was
trying to stop Russia’s advance along the
frontline and improve its negotiating
position in future peace talks.

The Russian president vowed an
“appropriate response” to Ukraine’s
incursion into the Kursk region and
claimed his forces had stepped up their

advance elsewhere along the front line.
He said Moscow would not participate

inany potential peace talks with Kyiv.

Ukraine President Volodymyr Zelen-
skyy called the incursion a “defensive
action” and said he had asked the secu-
rity services and interior ministry to
prepare a “humanitarian plan” for the
area held by Ukrainian forces.

Analysts have said that Ukraine may
be using the push into Russian territory
as leverage in potential peace talks, as
well as diverting Moscow’s forces from
the front line in Ukraine. Oleksandr Syr-
sky, the top commander of Ukraine’s

armed forces, said in a video posted by
7elenskyy yesterday: “At this point in

time, we have nearly 1,000 sq km of
Russian territory under our control.”

Ukrainian war analysis site Deep
State, which has links to Ukraine’s mili-
tary, said yesterday that Kyiv’s forces
held about 800 sq km of territory.

As battles raged yesterday and the
fighting appeared to spill over into dis-

tricts neighbouring those first assaulted
by Ukrainian troops, local officials

stepped up efforts to evacuate residents.

Moscow’s defence ministry said its
troops were “continuing to beat back
the attempt by Ukraine’s armed forces
toinvade Russian territory”, but did not
claim to have reclaimed any of the land
lost as Ukraine advanced more than
30km pastthe border.

Greece emergency

Athens residents flee as wildfires near outskirts

JOSEPH WILKINS — NICOSIA

Thousands of Athens residents have
been evacuated from their homes as

strong winds blew wildfires towards
the northern outskirts of the Greek
capital yesterday.

A wall of flames over 25 metres high and
covering a 30km radius was encroach-
ing on the city, ERT, the Greek state
broadcaster, reported.

“The atmosphere [is filled with]
smoke, you can’t breathe easily,” Chris-
todoulos Kyrou-Tsakalos, who lives in

the capital’s eastern neighbourhood of
St Demetrios, told the Financial Times.

“The situation is not good. It’s not
good,” he said, adding that firefighters
and aeroplanes dropping water were
“trying their best” but that the strong
winds were scuppering their efforts.

“We just need the weather to be
calmer, because with these strong
winds, it’s impossible to put out every-
thing.” Hundreds of firefighters and
dozens of aircraft have been fighting the
blazes since fires broke out on Sunday.
Greece has appealed to the interna-
tional community for help.

“The situation remains extremely dif-
ficult in areas of north-eastern Attica
due to the fire that has been developing
since yesterday, the Athens fire depart-

mentsaid yesterday.
“Flares and spots are continuous, con-
stantly creating new outbreaks and

spreading rapidly, aided by very strong
winds,” it said, adding that more than
700 firefighters had been deployed to
the area, with international assistance.
The European Commission said the
Greek authorities had requested help
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from the bloc’s civil protection mecha-

nism, a centralised system for co-ordi-

nating help from other member states.
Two jets from Italy, a helicopter from

France and two firefighting teams from
the Czech Republic and Romania had
been sent, according to an EU official.

France has also offered to send 180
rescue workers and firefighters to the
region today.

No deaths have been reported.

The National Observatory of Athens,
the country’s oldest scientific institute,
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Residents try to
save belongings
during a fire in
Penteli, Athens,
yesterday

Angelos Tzortzinis/AFP/Getty

said their facilities were in “immediate
danger” as wildfires had entered their
grounds.

This is not the first time that wildfires
have ravaged Greece. In 2023, the EU
recorded the largest wildfire in over two
decades in the north-eastern village of

Avantas, which killed 18 people and led
t013,000 evacuations from the region.

Last year alone, there were several
hundred wildfires recorded by authori-
ties, fuelled by the persistent drought
conditions that have recurred over pre-
VIOUS SUMmMers.

June and July were the nation’s hottest
since records began in 1960, and some
residents are exasperated with disrup-
tions happening every year.

“What we're witnessing today is the
tip of the iceberg,” said Antonis Had-
jikyriacou, a professor at Panteion Uni-
versity. “There have been extremely
serious and extensive wildfires for the
past four or five years, and some of the
most important nature reserves of
Greece have been completely and
utterly destroyed.”

Additional reporting by Alice Hancock in
Brussels and Sarah White in Paris
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Gaza conflict

Netanyahu's bid for total victory ‘gibberish’

Defence minister’s claim
leads to PM accusing him
of anti-Israel narrative

JAMES SHOTTER — JERUSALEM
FELICIASCHWARTZ — WASHINGTON

Israeli Prime Minister Benjamin Netan-
yahu has accused defence minister Yoav
Gallant of adopting an “anti-Israel
narrative” after Gallant dismissed the
idea of achieving total victory over
Hamas as “gibberish”.

The exchange of barbs is the latest
sign of tensions between the men over
the conduct of Israel’s 10-month war
with Hamas in Gaza and came days
before US-led talks to broker a deal to
end the fighting and release the hostages
still held by Hamas were due to resume.

Netanyahu has repeatedly promised
that the war will continue until Israel
has achieved “total victory” over
Hamas, and in recent weeks has steadily
hardened Israel’s stance in talks over a
ceasefire, putting him at odds with
Israel’s security chiefs who believe a
deal would be in Israel’s interest.

Gallant has also stressed the need for
an agreement, and in a parliamentary
hearing yesterday branded those prom-
ising total victory “heroes with [war]
drums’, according toIsraeli media.

This sparked an angry response from
Netanyahu, whose office issued a state-
ment saying Gallant should directhisire
at Hamas leader Yahya Sinwar, “the
only obstacle toa hostage deal”.

“Israel has only one choice: to achieve
total victory, which means eliminating
Hamas’s military and governing capa-

bilities and releasing our hostages,”
Netanyahu’s office said. “This is the
clear directive of Prime Minister Netan-

yahu and the security cabinet, and it

‘Israel has only one choice:
to achieve total victory,
which means eliminating
Hamas’s . . . capabilities’

obligates everyone — including Gallant.”
The talks on a ceasefire deal, due to

resume on Thursday, are seen by the US
and others as the best chance of pre-

venting a full-blown war in the Middle
East, which has been on edge since the
assassination of two senior Hizbollah
and Hamas figures last month.

Iran and Hizbollah have vowed to

retaliate against Israel for the killings,
prompting the US to beef up its military
presence in the region and sparking a
frantic effort by diplomats to de-esca-
late the situation.

The US is sending a guided missile
submarine to the Middle East, as it bol-
sters its regional presence. US defence

secretary Lloyd Austin has also ordered
the USS Abraham Lincoln aircraft car-
rier to “accelerate its transit to the
region” in light of “escalating tensions”.

Gallant’s office said yesterday that he
and Austin had discussed the “interop-
erability” of Israeli and US forces in the
region.

He warned on Sunday that “whoever
harms us in a way that has not been
done in the past is likely to be hitin a
way thathasn’t been done in the past™.

The US, Egypt and Qatar, which have

been mediating the Israel-Hamastalks,
have been pushingfor themto agreetoa
three-stage deal set out by US President
Joe Biden earlier this year to end the
fighting and free the roughly 115 hos-
tages still held by Hamas in the wake of
its October 7 attack on Israel.

However, Hamas and Israel still disa-
gree on Key terms, including the pres-
ence of Israeli forces in strategic loca-
tions in Gaza and the return of Palestini-
ans to the north of the enclave.

Hamas on Sunday accused Israel of
attempting to draw out the talks with-

out any intention of reaching a deal, and
called on mediators to compel Israel to

implement the plan set out by Biden.

Netanyahu attempted to sack Gallant
last year for criticising his plans for a
judicial overhaul, before backing down
in the face of huge street protests.

Sport. Mental health

Elite athletes face the post-Olympics blues

Readjusting to life after the

Games can prove problematic

but more supportis available

JOSH NOBLE — PARIS

British athletes heading home from the
Paris Olympics have all been offered the
chance to sign up for “performance
decompression”, a support system
developed during the pandemicto help
elite performers cope with the sudden
jolt of no longer having a clear goal.

First comes a “hot debrief” in the
immediate aftermath of competing,
then a period of “time zero”, during
which athletes are encouraged to
immerse themselves in home life and
embrace the rollercoaster of emotions
that can follow a major tournament.

The UK approach, which incorpo-
rates military research on how person-
nel adjust back to civilian life, is part of a

wider evolution in the way teams
around the world aim to combat “post-

Olympics blues” and tackle broader
issues around athletes’ mental health.

“Louking alter your mind is the most
important because you can’t force it,”
said Keely Hodgkinson, British gold
medallist in the 800 metres.

“It will be in two months’ time, when
you've had an off-season and you're
thinking: ‘Oh my gosh. It’s been such a
long time, and I've got to do it all over
againand keep turning up.™

The International Olympic Commit-
tee has previously pointed to research

showing about 35 per cent of elite ath-
letes suffer from some form of mental

disorder — from burnout and substance
abuse to depression — and are most vul-
nerable in the period following major
tournaments.

After winning gold in Paris, Valarie
Allman, US women’s discus thrower,
talked about the importance of mental
preparedness. “So many athletes, espe-
cially when they talk about the Olym-
pics, you get big emotions, you get heart-
break, you get glory,” she said. “It’s
really important for athletes to share
their experience, to share how they've
dealt with the pressure, to embrace it
and celebrate that vulnerability.”

In Paris, many medal winners, from
US 100 metres sprint winner Noah Lyles
to British swimmer Adam Peaty, have
addressed their emotional wellbeing in
post-event press conferences, highlight-
ing how the pressure to perform can
lead to depression and anxiety.

When the

US heptathlete Anna Hall posted
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party’s over:
athletes during
Sunday’s Paris

Games closing
ceremony

Gonzalo Fuentes/Reuters

frank excerpts from her diary on her
Instagram account, while gymnast
Simone Biles delivered candid video
messages to her followers on TikTok.

“I never thought 1T was going to he
competing again, because that’s how
terrified I was of gymnastics,” said Biles,
who pulled out of the Tokyo Games
three years ago after suffering what
gymnasts call a bout of “the twisties”.
She has since become a vocal mental
health advocate. “I've had to put in a lot
of work, but shout out to my therapist

and shout out to therapy.”
Sports psychology has been a core

part of elite programmes for decades,
with much of it aimed squarely at
improving results. But there is a growing
awareness that taking a far broader
approach to athlete wellbeing is both a
moral obligation and a vital element in
enabling high performers to reach the
top and stay there longer. Some teams
refer toit simply as “winning well”.

“The way we talk about mental health
and the way we acknowledge wellbeing
and how important it is for an athlete

Burattin, mental health lead and clinical
psychologist at the Australian Institute
of Sport, which oversees the country’s
elite athlete programme. “People are
speaking more and more about mental
health in a public manner, especially in
sport. We are seeing ashifting stigma.”

The biggest challenge often comes in
the weeks and months after a big event
such as the Olympics, when the glow of
victory fades.

Others find it difficult to wind down
from years of dedicated training, espe-
cially with the next major tournament
so far away. Those who have underper-

formed expectations or suffered inju-
ries have a long wait to try again.

“Whether they've achieved or not, it’s
the absence of that focus, the habitual
training, that goal to strive towards that
leaves you feeling a bit empty after-
wards and very lost,” said David
Fletcher, professor of human perform-
ance and health at Loughborough Uni-
versity in the UK.

Teams are increasingly looking to put
in place support systems for athletes,

‘People are
speaking
more about
mental
healthina
public
manner,
especially in
sport. We
are seeing a
shifting
stigma

Reform demand

Bangladesh leader calls for freedom of speech

BENJAMIN PARKIN — DHAKA
JOHN REED — NEW DELHI

Bangladesh’s new interim leader,
Muhammad Yunus, has said the coun-

try of 170mn must reform its judiciary
and ensure freedom of speech in order
to fix the “complete mess” left by top-
pled prime minister Sheikh Hasina.

The Nobel Peace Prize-winning econo-
mist hailed as a “revolution” the ousting
of Sheikh Hasina, who fled last week
after a popular uprising against her
authoritarian rule over Bangladesh, the
world’s second-largest garments
exporter. “The monster is gone,” Yunus
told foreign journalists in Dhaka.

An estimated 500 people have been
killed since Sheikh Hasina last month
ordered a crackdown on student pro-
testers, triggering anger that ultimately
toppled her government and provoked
retaliatory attacks. Police have mostly
gone into hiding, with security on
Dhaka’s streets temporarily taken over
by the military and student volunteers.

Yunus said his most urgent task was
to restore law and order “so that people
can sit down or get to work”, but that he
hoped to turn to broader reforms. “The
opposition, young people always are
talking, “There is no freedom of speech’,”
he said. “Give them the freedom of
speech.” The 84-year-old added that

Security on Dhaka’s streets
has been temporarily
taken over by the military
and student volunteers

ensuring “the independence of the judi-
ciary” was another priority.

Sheikh Hasina, who had ruled Bangla-
desh since 2009, claimed to have
brought development to one of the
world’s poorest countries. Her critics
accused her government of corruption,
rights abuses, rigging elections and
stacking the judiciary with loyalists
from her Awami League. Chief justice

Obaidul Hassan, the head of Bangla-

desh’s judiciary, resigned at the week-
end following new demonstrations
against him by student protesters.

Yunus, who was celebrated for found-
ing microfinance pioneer Grameen
Bank, was subject to a barrage of investi-
gations under Sheikh Hasina that his
supporters called a vendetta.

Yunus said he only agreed to lead the
interim government because student
protest leaders asked himto. He has two
students in his new cabinet.

Opposition groups such as the Bangla-
desh Nationalist party are demanding
new elections. And the Awami League is
seekingto regroup.

The former prime minister’s son,
Sajeeb Wazed, told the Financial Times
that his mother, who is in neighbouring
India, wanted to return to Bangladesh.

“Her hope is that at some point she
will be able to go back,” Wazed said from
the US. He said she was “absolutely”

ready to face charges, if it came to that,
“because she did nothing illegal”.

such as the UK'’s embrace of a managed
decompression period. With many
Olympic athletes likely to have lived in
relative obscurity before the competi-
tion, some may struggle to cope with
being thrust into the limelight after win-
ning a medal or becoming a social media
phenomenon.

Pistol shooter Kim Ye-ji, who became
an internet sensation for her steely
focus on her way to a silver medal in
Paris, blamed stress and exhaustion
after she collapsed at a press conference
back home in South Korea on Friday.

The Australian and British Olympic
teams are among those with staff dedi-

cated to managing the weeks and
months of adjustment that follow major
events, whether training for the next big
event or outside elite sport altogether.

Burattin emphasised the importance
of encouraging athletes to find interests
and connections outside sport.

“If people are taking care of their
mental health, then they're going to per-
form better in sport, but ultimately
they're just going to be able to cope bet-
ter in all areas of their life,” she said.
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Big projects
worth $84bn

under Biden’s
flagship acts
suffer delays

AMANDA CHU, ALEXANDRA WHITE
AND RHEA BASARKAR — NEW YORK

Some 40 per cent of the biggest US
manufacturing investments
announced in the first year of Joe
Biden’s flagship industrial and climate
policies have been delayed or paused, a
Financial Times investigation found.

The US president’s Inflation Reduction
Act and Chips and Science Act offersd
more than $400bn in tax credits, loans
and grantsto spark development of a US
cleantech and semiconductor supply
chain.

But of the projects worth more than
$100mn, a total of $84bn have been
delayed for between two months and
several years, or paused indefinitely, the
FT found. The total value of the 114
large projects tracked by the FT was
$227.9bn. Companies said deteriorating
market conditions, slowing demand and
lack of policy certainty in a high-stakes
election year have caused them to
change their plans.

The delays raise questions around
Biden'’s bet that an industrial transfor-
mation can deliver jobs and economic
returns to the US, which has offshored
its manufacturing for decades.

They could also complicate efforts by

"We continue to work to
clear barriersrelated to
permitting, to financing,
where they exist

Vice-President Kamala Harris to use the
administration’s record on manufactur-
ing to attract blue-collar voters in
November's presidential election.

Alex Jacquez, special assistant to the
president for economic development
and industrial strategy, insisted the
Biden administration had had "unmiti-
gated new success” in boosting con-

struction and manufacturing. “We con-
tinue to work to clear barriers related to

permitting, to financing, where they
exist,” Jacquez said.

The FT conducted more than 100
interviews with companies and state
and local authorities to determine the
status of projects, in addition to review-
ing corporate press releases and filings.

Among the largest projects on hold
are Enel’s $1bn solar panel factory in
Oklahoma, LG Energy Solution’s $2.3bn
battery storage facility in Arizona and
Albemarle’s $1.3bn lithium refinery in
South Carolina.

Some delays have not been
announced. Forty minutes from Albe-

marle’s inactive site is a facility where
semiconductor manufacturer Pallidus
said last year it would relocate its head-
quarters from New York and begin man-
ufacturing, investing $443mn and cre-
ating more than 400 jobs. Operations
were expected to start in the third quar-
ter of 2023, but the building sits unused.

Integra Technologies announced a
$1.8bn semiconductor factory in Bel

Aire, Kansas, last year but has not
moved forward with the project due to
uncertainty over government funding.

Biden approved the IRA and the Chips
Act in August 2022 to revitalise the
Rustbelt and take on China in manutfac-
turing the technologies required to digi-
tise and decarbonise the US economy.
But a tough economic backdrop, over-
production in China, slowing demand
for electric vehicles and policy uncer-
tainty have chilled progress.

South Asia

Pakistan's former spy chief arrested by army

HUMZA JILANI — ISLAMABAD

Pakistan’s army has arrested the
former dircctor of its powertful spy
agency, Faiz Hameed, and has begun
proceedings against him, making him
the first spymaster to face a court mar-
tial in Pakistan’s 77-year history.

The military said yesterday that
Hameed, who headed the Inter-Services
Intelligence agency, is charged with vio-
lating the terms of his retirement from
the armed forces, and faces additional
charges over his involvement in a land
development issue.

“Complying with the orders of
Supreme Court of Pakistan ... the
process of field general court martial
has been initiated and Lt Gen Faiz
Hameed (retd) has been taken into mil-
itary custody,” the army said.

Pakistan’s military has ruled the
country outright for half of its post-
independence history, and its powerful
intelligence service maintains consider-
able sway over domestic politics.

Senior leaders of the ruling Pakistan
Muslim League-Nawaz party had for
years claimed that Hameed, who led the
spy agency from 2019 to 2021, fostered
close ties with the jailed former prime
minister Imran Khan while both were in
pOWEr.

They also claimed that Hameed engi-

Faiz Hameed, right,
is said to have had
close ties with
Imran Khan,

the jailed former

prime minister

neered the downfall of three-time
former prime minister Nawaz Sharif in
2018. He has denied both accusations.

Analysts said it was rare for senior
generals to face legal proceedings.

In an apparent show of bravado
shortly after the military released its
statement, the ruling party tweeted a
picture of Sharif with the caption: “I
leave my decision to Allah!”

Hameed rose to global prominence

after he was seen on video drinking tea
with the Taliban in Kabul’s Serena Hotel
shortly after the militant group took
over Afghanistan in August 2021, in a
sign of the ISI's links with the group that
has battled the US and its allies.

“The military looks to be making an
example of Faiz, showing that it takes
accountability seriously, even when it
comes to one of its own, said Michael
Kugelman, a fellow at the Wilson Center
in Washington DC. “Sending this mes-
sage to Pakistanis these daysis strategic,
as it’s a moment when anti-army senti-
ment runs high within the public. But
Faiz’s known closeness to Imran Khan
looms large. This may be a case of a push
for accountability being used as a pre-
text to send a tough message to Khan’s
allies — including those in the military.”

In the land development case,
Hameed is accused of ordering a raid
against the office of a housing society
executive and other abuses of power
while in office.
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Fake Tik'Tok
notices include
out-of-date
tsunami alerts

e Platform vows to fight misinformation
e False claims over Taylor Swift concerts

STEPHANIE STACEY — LONDON

TikTok has been sending inaccurate
and misleading news-style alerts to
users phones, including a false claim
about Taylor Switt and a weeks-old dis-
aster warning, intensifying fears about
the spread of misinformation on the
popular video-sharing platform.

Among alerts seen by the Financial
Times was a warning about a tsunami in
Japan, labelled “BREAKING”, that was
posted in late January, three weeks after
an earthquake had struck.

Other notifications falsely stated that
“Taylor Swift Cancelled All Tour Dates
in What She Called ‘Racist Florida™ and
highlighted a five-year “ban” for a US
baseball player that originated as an

Users have also reported
alerts that appeared to
contain news updates but
were generated weeks ago

April Fool’s prank. The notifications,
which sometimes have summaries from

user-generated posts, pop up on screen
in thestyle of anews alert.

Researcherssaid this format, adopted
widely to boost engagement through
personalised video reconunendations,
might make users less critical of the
veracity of the content and open them
up to misinformation.

“Notifications have this additional
stamp of authority,” said Laura Edelson,
a researcher at Northeastern Univer-
sity, Boston. “When you get a notifica-
tion about something, it's often
assumed to be something that has been
curated by the platform and not just a

random thing from your feed.”
Social media groups such as TikTok,

X and Meta are facing greater scrutiny
to police their platforms, particularly in

a year of major national elections,

including November'’s vote in the US.
The rise of artificial intelligence adds

to the pressure, given that the fast-

evolving technology makes it quicker
and easier to spread misinformation.

TikTok, which hasmore than 1bn glo-
bal users, has repeatedly promised to
step up its efforts to counter misinfor-
mation in response to pressure from
governments around the world, includ-
ing the UK and EU. In May, the platform
committed to becoming the first major
social media network to label some Al-
generated content automatically.

The false claim about Swift cancelling
her tour in Florida, which also circu-
lated on X, mirrored an article pub-
lished in May in the satirical newspaper
The Dunning-Kruger Times, although
this article was not linked or directly
referred toin the TikTok post.

At least 20 people said on a comment
thread that they had clicked on the noti-
fication and were directed to a video on
TikTok repeating the claim, even
though they did not follow the account.

Swilt is still scheduled to perform
three concerts in Miamiin October and

has not publicly called Florida “racist”.
Another push notification inaccu-

rately stated that a Japanese pitcher for
the Los Angeles Dodgers faced a ban
[rom Major League Baseball: “Shohei
Ohtani has been BANNED from the
MLB for 5 years following his gambling
investigation . .."

The words matched the description of
a post uploaded as an April Fools’ prank.
Tens of commenters on the first video
reported receiving alertsin mid-April.

Users have also reported notifications
that appeared to contain news updates
but were generated weeks after the
event. TikTok said it had removed the
specific notifications flagged by the FT.
Additional reporting by Hannah Murphy
and Cristina Criddle

Down to earth Bosses reduce day trips by air
as business travel settles into a2 new normal

Concerns about delays and inflation were blamed for fewer corporate air trips — et Greenbera/Universal images Gro

PHILIP GEORGIADIS
TRANSPORT CORRESPCNDENT

Executives are flying less and cutting

one-day work trips by plane as cor-
porate travel settles into a “new nor-

mal”, according to the chief executive
of the global industry trade body.

“Inflationary pressures and other
things means [travel companies] are
making more money on fewer
trips . . . but the way companies
travel is different,” said Suzanne Neu-
fang, head of the Global Business
Travel Association. “So that is a new
normal and that is probably here to
stay.”

One of the big changes has been the
decline of one-day flight trips as
bosses cut journeys because of frus-
tration with disruption, environmen-

tal worries and changing attitudes to
work since the pandemic.

The one-day flight trip for work
“went out the door at the beginning of

Covid and hasn't really come back”,
said Neufang.

Inflation also means that executives
are struggling to save money despite
making fewer trips.

The GBTA does not expect spend-

ing on inflation-adjusted global cor-
porate travel, which includes outlay

on flights, trains, hotels and other
expenses, to return to pre-pandemic
levels until 2027.

Without the inflation adjustment,
the GBTA said global corporate travel
would reach a record $1.48tn by the
end of the year, up from $1.34tn in
2023 and surpassing pre-pandemic
levels for the first time.

Delays and cancelled flights are
partly responsible for fewer trips
since the pandemic, with 50 per cent
of respondents to a 2023 GBTA survey
saying concerns about disruptions or
an unpleasant experience had “some-
what” or “greatly” reduced their will-
ingnessto travel for work.

Automation is coming for private equity s junior processing roles

Environmental and sustainable fac-
tors have also played a part as execu-
tives try to limit flying, packing more
meetings into fewer trips or taking a
plane only for long journeys.

Companies including professional

service firms PwC, EY and Marsh
McLennan have all outlined plans to

cut emissions by reducing air travel.

Neufang said the industry was in “a
little bit of a squishy moment” given
the uncertain outlook, including
recent stock market turmoil and signs
of cracks in the US economy.

However, Andrew Crawley, presi-
dent of American Express Global
Business Travel, was upbeat.

“Air fares and hotel rates have gone
up very significantly in the past few
years . . . customers’ budgets lag
those price rises a little bit, but they

do catch up with them eventually.”
Global multinationals were telling

AmexGBT that they still planned to
increase spending on travel, he said.

JDE Peet’s
chief steps
down after
five months

SUSANNAH SAVAGE — LONDON

Luc Vandevelde, chief executive and
chair of European tea and coffee group
JDE Peet’s, is stepping down less than
five months after taking up the role as
part of a reshuffle orchestrated by con-
trolling shareholder JAB Holdings.

Vandevelde, a former chief executive of
Marks and Spencer, was leaving with
immediate effect owing to “unforeseen
matters” that required his attention,
JDE Peet’s said yesterday.

JAB managing partner and chair Peter
Harl would take over as chair and JDE
Peet’s chief financial officer Scott Gray
would serve as interim chief executive
until the position was permanently
filled, the company said in a statement.

Vandevelde was announced as
interim chief executive and chair of the
owner of coffee brands L'Or, Kenco and
Douwe Egberts in March this year, as
JAB sought to shakeup the group follow-
ing a long period of underperformance.
He tookuptherole in April.

Shares fell 2.9 per cent yesterday. The
Dutch-listed company, which has a mar-
ket value of €10.1bn, has struggled with
inflation and rising input costs, despite
INncreasing consumer prices.

London robusta futures, the global
benchmark for coffee, surged above
$4,500 per tonne yesterday, having
nearly doubled over the past 12 months.

Soaring prices, which cannot be
passed on to consumers indefinitely,
were squeezing coffee makers’ profit
margins, Italian coffee giant Lavazza
warned recently.

But results from the first half of this
year signalled an improvement in JDE
Peet’s fortunes. Shares surged earlier
this month when the company raised its

guidance for the year ahead in July, after
beating half-year expectations. The tea

and coffee giant said it expected full-
year sales growth atthe higher end of its
previous forecastof 3 Lo 5 per cenl.

A spokesperson for the company said
that management remained “fully com-
mitted” to the raised guidance, citing
“robust, broad-based performance
across top-line, profitability and cash
flow, despite operating in a challenging
environment”.

The search for a permanent CEO,
which started in April, was “nearing
completion,” according to the spokes-

person.
Vandevelde would join JAR as a senior

adviser focusing on packaged consumer
goods, said the company.

he 1992 book Merchants of

Debt, a critical history of the

private equity firm KKR,

recounts the moment in the

early 1980s when a firm
executive came across VisiCalc, the
spreadsheet software that would upend
both KKR and Wall Street.

“KKR couldn’t rapidly stalk several
companies at once, because its financial
blueprints required weeks of calcula-
tions by hand.” George Anders wrote of
the old way of doing business. But with

the arrival of VisiCalc “all of a sudden,
giant companies’ finances could be
picked apartin an afternoon”.

After VisiCalc came Lotus 1-2-3 and
later Microsoft Excel. For investors such
as Martin Brand, who today runs Black-
stone’s US leveraged buyout group, it is
now possible to get a deal analysis done
while still on the phone to the invest-
ment banker making the sales pitch.

Blackstone has dozens of data scien-
tists and engineers. They work along-
side its investors to come up with auto-
mation tools able to ease the processing
burden on junior employees without
sacrificing the rigorous number-
crunching needed to put billions of dol-
lars to work.

One such tool is BX Atlas, a standard-
ised LBO model that gives Blackstone
dealmakers a near-instantaneous read-
out of a deal’s feasibility and whether it

merits a more detailed study. “It's really
cool,” said Brand.

Even with functionality increasing
each year, 20-something bankers and
investors had been stuck manually typ-
ing numbers and equations into cells
then linking and formatting those cells.

That drudgery might be about to end
with seismic advances in computing
power. What that means for investment
returns, the happiness of workers in the
salt mines of Wall Street and the skills
needed for the next generation of rain-
makers has become the next interesting
question.

For firms lacking Blackstone’s inter-
nal tech developers, Ian Gutwinski is
trying to fill the gap. The 2021 Ilarvard
Business School grad and former PE
investor sells LBO modelling software
called Mosaic. Like Blackstone’s Atlas,

Mosaic can spit out

investment returns
with a few quick
manual inputs.

Mosaic also
delivers helpful
visualisations that
show whether

What it means for returns,
the happiness of staft and
the skills needed for future
rainmakers is the next
interesting question

those returns stem
from operating improvements or sheer
financial leverage. The whole process
takes minutes. Gutwinski says that pre-
liminary models are not only fast but
defect-free, eliminating the chance of
common human error such as entering
the wrong number or link. Mosaic mod-
els can also be downloaded to Excel and
further customised as deemed neces-
sary by the dealteam.

Gutwinski’s dlients so far include pow-
erhouses such as Warburg Pincus and
CVC Capital.

One user, who declined to be identi-
fied, said that junior associates had
numerous responsibilities, including
monitoring existing companies, that

were better uses of their time. “Model-
lingis acommodity, this person said.

“One of the really striking things
about the story of spreadsheets in the
1980s, particularly in the case of PE, is
that spreadsheets allowed financiers to
see and imagine differently,” said Wil-
liam Deringer, a historian at MIT and a
former investment banker. “I think it is
quite possible that new automation
tools for financial analysis might offer
similarly new kinds of vision and imagi-
nation.”

In an academic paper, Deringer cited
a 1989 New York Times article that cap-

tured the cultural shift sweeping Wall
Street in the nascent VisiCalc era.
“Sharp elbows and a working knowl-
edge of computer spreadsheets sud-
denly counted more than a nose for dry
sherry or membership in Skull and
Bones”, it wrote — the latter referring to

Yale’s blue-blooded secret society.

At this time of year, investment banks
are greeting their new trainee classes
and teaching them the building blocks
of spreadsheet modelling. The ultimate
objective is not just understanding the
mechanics but building critical think-
ing, intuition and problem-solving abili-
ties. And the coin of the realm in these
fresh cohorts historically has been slick
Excel skills.

[tis possible that emerging black-box
tools will soon mean that technical
capabilities matter less, in the same way
that software coders are expected one
day to give way to Al “prompt” engi-
neers. There has always been a gap
between what makesa good junior asso-
ciate — raw processing horsepower —
and a senior executive — decisiveness,
maturity and a respectable golf game.
Starting now, that disconnect may
slowly beginto shrink.
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Financials

Balderton raises $1.3bn in European tech fund

Firm that backs Revolut
focuses on start-ups as VC

investment in region rises

TIM BRADSHAW — LONDON

Revolut backer Balderton Capital has
raised $1.3bn in Europe’s largest ven-
ture funding focused on start-ups in the
region, as capital returns to private
technology companies.

London-based Balderton, which has

backed artificial intelligence start-up
Wayve and Royal Match developer

Dream Games, closed a $615mn early-
stage fund and a $685mn fund for

“growth” investing in more mature
start-ups, reflecting “growing interest in
European tech’”, according to managing
partner Bernard Liautaud.

Liautaud pointed to data from Invest
Europe and Cambridge Associates that
showed European venture capital funds
had outperformed North American
peers over 10- and 15-year periods.

“There is a much bigger list of large
global leaders coming out of Europe and
we have many in our portfolio,” he said.

The fundraising follows new capital

for several of the region’s top VC firms
this year, including Accel’s European

arm, Index Venturesand Creandum.
The European venture capital indus-

try has been more active than at any
time before the boom of 2021, when Ral-

derton and many of its peers last raised
capital. VC investment in the region rose

“There is a much bigger
list of large global leaders
[in] Europe and we have
many in our portfolio

12 per cent in the second quarter year on

year, according to Dealroom, which
tracks private tech financings.

Balderton poured money into Revo-
lut’s earliest funding rounds, becoming

its largest investor. The fintech group
this month launched an employee share
sale at a $45bn valuation, making it
Europe’smost valuable start-up.

“You can imagine how much that pro-
pels the fund,” Liautaud said. “To have a
great track record is one where you have
consistent performance and sometimes
you have an outsized return.”

Unlike other large venture capital
firms with roots in Europe, such as
Index Ventures and Atomico, which
also invest in US companies, Balderton

exclusively backs European start-ups.
However, that means that the 24-

year-old firm has largely missed out on
the latest wave of “foundational” Al

start-ups based in Silicon Valley, such as
OpenAl and Anthropic, which are
investing huge sums to create the large
language models that underpin chat-
bots such as ChatGPT.

Following large funding rounds for
European Al start-ups Mistral, Wayve
and Poolside Al, Al now accounts for 18
per cent of all European VC funding,
having more than doubled in the past
decade, according to Dealroom.

But its analysts found that the top five
global investors ingenerative Al are US-
based, including Andreessen Horowitz,
Sequoia Capital and Lightspeed Venture
Partners, which have all opened offices
in London in the past few years.

Since 2019, US funding for generative
Al companies had totalled $54bn, com-
pared with $3bn for each of the next
largest countries, China and the UK,
Dealroom said.

“We haven’t been convinced that [the
underlying Al infrastructure] is neces-
sarily the best place to get the best
returns, because of the amount of capi-
tal required to be a great company,”
Liautaud said. Investing vast sums to
support the fast-evolving technology
has become the domain of tech giants

such as Microsoft, Google and Amazon
That still left the “enormous” oppor-

tunity of Al applications built on top of
that infrastructure, he added.

Obituary Silicon Valley visionary with a mission to change the world

Susan Wojcicki

Top Google executive
1968-2024

The early death of Silicon Valley veteran
and former YouTube chief Susan
Wojcicki last weekend has prompted an
outpouring of condolences from Big
Tech heavyweights for an advertising
visionary who was also known for being
a vocal champion of women in business.,

Woicicki, who has died aged 56 after a
two-year battle with lung cancer, was
instrumental in growing Google’s mam-
moth advertising business. By the time
she had moved from overseeing it in
2014 to running the video streaming
platform YouTube, it had ballooned to
more than $50bn in revenues.

Google’s 16th employee, Wojcicki was
a pivotal figure at what has become one
of the world’s most influential compa-
nies. She helped steer the evolution of
how people — trom individual creators
to big advertisers — make and spend

money online.
Sundar Pichai, chief executive of

Google’s parent Alphabet, described
Woijcicki as being “as core to the history
ol Google as anyone”.

When announcing her resignation as
CEO of Google-owned YouTube last
year, Wojcicki said she had dreamt of
working for a company “with a mission
that could change the world for the bet-
ter”, and thanked its co-founders for
“the adventure of a lifetime” during her
25-year tenure.

Woijcicki studied history and litera-
ture at Harvard university, but dis-
played a prescient interest in the value
of technology and coding. She later
explained that she believed that “coding
is like writing — and we live in a time of
the new industrial revolution”.

After a stint as a photojournalist in
India, she undertook a masters degree
in economics at the University of Cali-
fornia before embarking on an MBA.

After university, Wojcickitook ajobat
chipmaker Intel. But Google co-found-
ers Larry Page and Sergey Brin were

renting out her garage as they developed
the eponymous search engine, and
Wojcicki was intrigued.

While pregnant with her first child in
1999, she gambled and took a job at the
start-up. She later said that, although
she had viewed the pair as “students
who were doing their first company”,
she had seen the “potential of what they
were building”.

The move marked an inflection point
in Wojcicki's career, and amounted to
“one of the best decisions of my life”, she
said last year.

At Google, Wojcicki rose up the ranks
to eventually lead its advertising busi-

Food & beverage

Susan Wojcicki, ness, and helped build a host of core
then CEO of products, including Google image
YouTube, search and the AdSense advertising net-
speaks duringa work that later drew the ire of antitrust
conference in authorities in the EUand US.

March 2018. She

became Google’s
16th employee

after renting her
garage, below, to
its founders

David Paul Morris/Bloomberg:

Marcio Jose Sanchez/AP
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In the early days, Wojcicki was “shep-
herding [the ads business] not just for
Google but for the entire industry,”
given that it was a “nascent” space,
Keval Desai, a tech investor who worked
alongside Wojcicki at Google for several
years, told the Financial Times.

A private person who did not court
the limelight in the way of some Silicon
Valley executives, Mercury News in
2011 crowned her “the most important

Googler you’ve never heard of”.
AdWeek mused in 2013 on whether
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Woijcicki was “the most important per-
sonin advertising”.

Her role in Google’s 2006 acquisition
of YouTube, which she would go on to
lead for almost a decade, was another
defining moment. Alive to the com-
pany’s fast-growing video business and
the potential for other companies to
swoop in and buy it, Wojcicki sketched
out a case for buying it in “proba-
bly ... anhour”, shesaid later.

Her vision for the platform was
dynamic and evolved at pace with the
fast-moving streaming and ad spaces.
From when she took over in 2014, she
oversaw the growth of the “creator econ-

omy , and in 2020 launched YouTube
Shorts in response to growing competi-

tion from video platform TikTok.

“Creators are the beating heart of
YouTube”, but Wojcicki was “the reason
everyone at YouTube cared so deeply
about those creators” whom she “went
out of her way to meet,” said Priscilla
Lau, who worked alongside her at
YouTube foralmost adecade.

Wojcicki also presided over the
growth of YouTube’s advertising busi-
ness which, like social network Face-
book, increasingly stole advertising dol-
larsfrom linear television. She launched
its ad-free paid tier in 2015, and by the
time she stepped down last year
YouTube had more than 2.5bn monthly

active users and nearly $30bn in annual
ad revenues.

YouTube co-founder Steve Chen told
the FT the "success” that the platform
had continued to see “has very directly
tied to the incredible, inclusive method
in which Susan ran thecompany”.

He added: “She was incredibly patient
and attentive to the opinions of every-
one that worked at Google and
YouTube.”

With the explosion of content on
social media and streaming sites came
controversy, however, and Wojcicki was
among the tech chiefs forced to grapple
with the challenge of how to police prob-

lematic content.
YouTube was hit with an advertisers

boycott in 2017 after ads began appear-
ing alongside offensive and extreme
content, prompting Wojcicki to hire
more moderators and join other social
media chiefs in pledging to do better.

But Wojcicki was not subject to the
same scrutiny as the Facebook and X
founders Mark Zuckerberg and Jack
Dorsey, the bigger public personalities
who were hauled up in front of US law-
makers numerous times to be grilled.
That led some to worry that the scale of
the problem on YouTube itself was not
being sufficiently scrutinised.

The daughter of journalist Esther
Wojcicki, who wrote a book about “how

In the early
days, she
shepherded
the ads
business
notjust for
Google but
for the
entire
industry’

toraise successful people”, Wojcicki will
also be remembered as an inspiration to
women in tech, an advocate of the
importance of workplace diversity and

a pioneer of paid parental leave across
the male-dominated tech industry.

The mother of five became Google’s
first employee to go on maternity leave,
and her advocacy around parental leave
“set a new standard for businesses eve-
rywhere,” wrote Pichai last weekend.

In spite of her success, Wojcicki wrote
in a 2017 Fortune column that she had
“time and again” as a woman and
mother faced questions about her abil-
ity and commitment to her work.

That same year, public allegations of
gender discrimination in the tech sector
prompted Wojcicki to write in Vanity
Fair that she was “frustrated that an
industry so quick to embrace and
change the future can’t break free of its
regrettable past” and demand that tech
CEOs “make gender diversity a personal
priority”.

Former Facebook chief operating
officer Sheryl Sandberg described
Wojcicki as “one of the most important
women leaders in tech — the first to lead
a major company , adding: “I don’t
believe my career would be what it is
today without her unwavering support.”

“She showed women that it was possi-
ble to excel in a thriving career and still
be home by 6pm to have dinner with
their families,” said Lau.

Wojcicki’s battle with cancer was not
widely known, though she said when
stepping down from YouTube last year
that she planned to “start a new chapter
focused on my family, health and per-
sonal projects I'm passionate about™. A
short time later her son Marco Troper
died tragically from an overdose while a

student at Berkeley.
The outpouring of condolences and

fond recollections of Wojcicki since her
death was announced has been striking.

Former US secretary of state Hillary
Clinton highlighted Wojcicki’s ability to
nurture an idea into “something that
changes the world” and said she would
“miss her brilliance, her kindness, and
all she did to open opportunities in tech

topeople of all backgrounds™.
Desai said she had been “involved in

every single important decision that
Google ever made.” The company’s
“belief that doing good is the primary
north star is because of Susan,” he said.
Wojcicki is survived by her husband,
Denis Troper, and her four remaining
children, as well as her two sisters, Janet
and Anne — the latter co-founded bio-
tech company 23andMe and was mar-
ried to google founder Brin until 2015.
“She was very down to earth,” Hadi
Partovi, chief of educational non-profit

Code.org on whose board Susan

Woijcicki sat, told the FT. “It’s sad for the
tech industry to have lost one of
its greatest.”

Milk producers target Chinese adults amid falling birth rate and increasing competition

THOMAS HALE AND WANG XUEQIAO
SHANGHAI

Dairy companies are shifting focus in
China from babies to adults, as a falling
birth rate and intense competition
force them to search for new areas of
growth in what has long been one of the
world’s biggest markets for milk.

The A2 milk company, headquartered
in New Zealand, last month announced
new milk powder products for the
“adult and ageing population” in China,
adding to similar products offered by
companies such as Danone, Abbott,
Fonterra and Nestlé as well as domestic
names such as Yili and Feihe.

“There’s a lot of attention now on sen-
ior nutrition, sports nutrition and other
applications for these [dairy] ingredi-
ents,” said Conor O’Sullivan, China
manager for Bord Bia, Ireland’s food

trade body. “To some extent new occa-
sions for consumer dairy are being cre-
ated. Many categories in the Chinese
food industry are facing oversupply and
weak demand at the moment, and
they're looking for growth.”

China’s birth rate hit a record low of
6.4 births per 1,000 people in 2023, offi-
cial data shows, while its population is
rapidly ageing, a demographic shift that
is expected to reshape the economy and
consumer markets.

Rabobank forecasts dairy demand in
China, the world’s biggest importer of
milk, to grow 2.4 per cent annually in
the years to 2032, but sees infant for-
mula reaching a “negative volume
growthrate™ in coming years.

The infant formula market was a
“crowded space” with “intensifying”
competition, wrote Michelle Huang, a
Rabobank analyst, in a report this year,

suggesting diversification into sectors
including “adult and medical nutrition”.

Foreign milk producers once domi-
nated the dairy sector, the initial expan-
sion of which in the 1980sembodied the
country’s reopening to the world. Many
consumers opted for foreign milk after
several babies died and tens of thou-
sands were hospitalised in 2008 after

consuming milk formula from domestic
company Sanlu Group.

But they now face an increasingly sat-
urated market as homegrown milk pro-
ducers increase output. The shift, which
is echoed across consumer markets
from coffee to autos, has come alongside
a government drive for higher self-suffi-
ciency and greater regulatory control,

The infant
formula market
in Chinaisa
‘crowded space’,
according to
analysts, and
producers are
diversifying into
products for
older consumers

Qilai Shen/ Bloomberg

especially in the sensitive infant milk
sector.

“In China, you've got a basic brand, a
premium brand, a super-premium
brand, a hyper-premium brand,’ said
one person involved in the dairy indus-
try on the intense competition. Domes-
tic milk supply was “growing very fast”,
the person added.

Jason Yu, a managing director at
Kantar Worldpanel, said “almost every
city has a local dairy company in China”
but added that government efforts to
improve safety had since encouraged
consolidation. In the past year, the top
10 brands in the infant milk formula
market had 80 per cent of the market,
he said, and half ofthem were Chinese.

US company Abbott closed its infant
formula business in China at the end of
2022 to focus more on adult products.
Nestlé similarly closed a factory in Ire-

land last year, in part due to pressuresin
a Chinese market where dozens of prod-
ucts vie for consumers’ attention.

In one Shanghai supermarket, an
entire section is devoted to adult milk
products with widespread referencesto
their protein and calcium content.

The A2 milk company, which contin-
ues to provide infant products, said its
new product for older consumers had
been formulated to provide additional
benefits to support the “health of the
immune system” as well as “bone, joint
and muscle health”.

A Feihe product for the elderly uses
several formulas including one that is
low-glycemic, meaning it has less
impact on blood sugar levels. The prod-
uct was based on the concept of “greater
suitability” to meet the “different needs
of middle-aged and elderly people”, a
state media report said.



Tuesday 13 August 2024

FINANCIAL TIMES

COMPANIES & MARKETS

with only two of its 11 founders

Questions raised about ChatGPT maker’s direction after flurry of defections in wake of failed coup

GEORGE HAMMOND — SAN FRANCISCO

Just two of OpenAT's 11 founders are still
active at the ChatGPT maker after an
exodus following November’s
attempted boardroom coup against
chief executive Sam Altman.

Three co-founders have departed so
far this year, including John Schulman,
who defected to its artificial intelligence
rival Anthropic last week. Greg Brock-
man, OpenAl's president, also said last
week he would be taking extended leave
from the company.

A high rate of turnover is not unusual
at a start-up. However, attrition of sen-
ior figures at OpenAl has stepped up in
recent months following November’s
leadership crisis, when Altman was
fired by his board only to be reinstated
days later.

Since then, the loss of executives and
staffers working on Al safety and
research has raised questions about the
direction of the $86bn company, which
is in a fierce battle to stay ahead of rivals
including Google and Anthropic.

Some co-founders have absconded to
rivals, others to launch their own Al
companies, while the team’s most
famous former member — Elon Musk —
has become a vociferous critic of
OpenAlinpublic and in the courts.

OpenAl had a larger number of
founders than most Silicon Valley start-
ups because Altman and Brockman
wanted tobuild an Al supergroup of the
top researchers in the field when it
started in 2015. Here is where thosce 11
founders are now.

Lecavers

Greg Brockman
Ona leave of absence from this month

Brockman is a core member of OpenAl's
founding team. He was persuaded by
Altman and Musk to leave his job as
chief technology officer at financial
technology company Stripe and take on
the same positionat OpenAl.

He has been a key Altman ally since
the beginning. When the board moved
against Altman in a coup in November,
Brockinan was also removed as a direc-
tor. The two returned to their posts
when the board backtracked five days
later. Early last week, the company’s
president announced he would be tak-
ing a sabbatical for the rest of the year.

“First time to relax since co-founding
OpenAl 9 years ago,” he wrote on X.
“I've poured my life for the past 9 years
into OpenAl, including the entirety of
my marriage. Our work is important to
me, but sois life.”

John Schulman

Joined Anthropic this month

Schulman, a research scientist who
played a vital role in building the com-
pany’s ChatGPT chatbot, announced he
would leave OpenAl on Monday last
week. He was responsible for fine-tun-
ing the company’s Al models and ensur-
ing they behaved in a way that con-
formed to human values — a process
known as alignment.

He will take up a similar role at rival
start-up Anthropic, which itself was
founded by former OpenAl researchers
in 2021.

“This choice stems from my desire to
deepen my focus on Al alignment, and
to start a new chapter of my career
where I can return to hands-on techni-

Clockwise from
above Sam
Altman, main:
John Schulman,
Greg Brockman,
Woijciech
Zaremba, Vicki
Cheung, Andrej
Karpathy, Durk
Kingma, Trevor
Blackwell, Ilya
Sutskever, Elon
Musk and

a Vagata
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cal work, alongside people deeply
engaged with the topics I'm most inter-
ested in,” Schulman said in a note to col-
leagues last week.

llya Sutskever
Left to found Safe Superintelligencein
May
Sutskever left his position as OpenAl’s
chief scientist six months after voting
with the company’s board to remove
Altman. Sutskever, one of the most
prominent researchers in the field,
reversed his position and backed the
chief executive’sreturna few days later.
Nonetheless, he has been largely
absent from public view in the months
since the abortive coup, and in May he
left to start a company called Safe
Superintelligence.

Andrej Karpathy

Left to found Eureka Labs in February
Karpathy, a research scientist who was
advised at Stanford by “Godmother of
Al” Fei-FeiLi, first left OpenAlin 2017to
join Tesla as a senior director. He
returned to OpenAl in 2023 and left
again a year later to launch Eureka Labs,
which is building Al teaching assistants.

Durk Kingma

Left for Google Brainin June 2018
Kingma, who worked on developing
algorithms for generative Al models,
left for Google in the summer of 2018.
He has continued to lead research on
large language models and image mod-
els at Google Brain, which merged with
DeepMind last year.

Elon Musk

Resigned from the board in 2018

Musk, who provided much of OpenATI’s
early funding, left the company in 2018
after clashing with Altman over the
direction of research. The billionaire
launched a rival company, xAlI, last
year and claims he can overhaul
OpenAl' lead.

The Tesla, SpaceX and X chief has also
launched a number of lawsuits against
Altman and OpenAl, arguing last week
that he was induced to invest in the Al
company by its “fake humanitarian
mission”.

Pamela Vagata

Joined Stripe in 2016

Vagata, listed as a founding member of
OpenAl in the company’s launch
announcement, makes no mention of
the start-up in her LinkedIn profile. She
joined Stripe asa technical leader in the
fintech company’s Al team in 2016, and
founded early-stage venture capital
firm Pebblebed in 2021

Vicki Cheung

Joined Lyft in 201/

Cheung, who worked on language-
learning app Duolingo before becoming
OpenAls first engineer, left the com-
pany in 2017 to join ride-hailing start-up
Lytt. In 2020, she founded machine
learning start-up Gantry alongside
former OpenAlresearcher Josh Tobin.

Trevor Blackwell
Leftin2017

Blackwell was a partner at Y Combina-

‘It would be
so much
better to
put your
creative
energy Into

building the

future you
dream of”

tor, the San Francisco start-up accelera-
tor that Altman ran before establishing
OpenAl. He helped launch the Al com-
pany and left in 2017. A robotics enthu-
siast, he is now based in Gloucester-

shire, England.
Remainers

Sam Altman

Altman remains as OpenAl’s chief exec-
utive after surviving a boardroom coup
in November, during which directors
accused him of not being “consistently
candid” with them.

He was reinstated five days after
being fired, on the back of a campaign
by employees and investors in OpenAl,
including Microsoft.

The departure of other senior figures
has left the 39-year-old as by far the
most prominent figure at the company,
and thereconstitution of the board after

its failed ousting has further solidified
his power.

Wojciech Zaremba

Polish computer scientist Zaremba
remains at OpenAl where heworksasa
researcher. He called on the board to
resign after they moved against Altman,
and has since urged his chief executive
and Musk to drop their “unnecessary
fight”.

“It would be so much better to put
your creative energy into building the
future you dream of over a quarrel. May
you (both) be happy and find peace,” he
wrote in a poston X in March, signing off
with a love heart.

Additional reporting, Madhumita Murgia

--------------------------------------------------------------------------

Aerospace & defence

India’s L&T
urges Delhi to
use private
providers for
military deals

CHRIS KAY MUMBAI

India needs to give more business to
domestic private companies in defence
procurement currently dominated by
state-owned companies and imports,
according to the chief financial officer
of one of the country’s largest engineer-
ing and construction companies.

Larsen & Toubro finance chief
R Shankar Raman said in an interview
with the Financial Times that the com-
pany's production abilities exceeded the
procurement opportunities offered by
the Indian government.

The conglomerate, which generates
about 5 per cent of its $27bn annual rev-
enues from defence, recently signed
deals worth hundreds of millions of dol-
lars to help construct ships for India’s
navy and supply the air force with radar
equipment. It also manufactures weap-
ons delivery and air defence systems.

“We've been constantly lobby-
ing . ..saying that the government
should fast-forward this whole pro-
gramme,” said Raman.

“Defence infrastructure needs [an|
overhaul and I think they need capable
people to deliver that,” he added. “We
do think that the capacity that we have
far exceeds the opportunity we get
today.”

India, flanked by hostile neighbours
China and Pakistan, is the biggest
importer of military hardware in the
world for a wide range of kit, including
fighter jets, tanks and hcelicopters. Rus
sia is New Delhi’s largest arms supplier.

In the past decade, Prime Minister
Narendra Modi’s administration has lib-
eralised defence procurement and
raised bidding transparency, allowing
more groups to win military contracts.

But New Delhi remains reliant on
more than a dozen state-owned corpo-
rations, such as Hindustan Aeronautics
and Bharat Electronics, which have
struggled to produce a world-class
defence industry and which Raman
characterised as “notvery efficient”,

Many large domestic conglomerates,
including L&T, Adani Group and Tata
Sons, have stepped into the sector asthe
Modi government attempts to build out
its military technology and supplies.

New Delhi has to “get out of the mind-
set that private sector [involvement]
would mean profiteering at government
expense”, said Raman. “This is a big
mindset change . . . we have to get the
private sector to engage more.”

Analysts expect more corporate par-
ticipation. CRISIL Ratings, an Indian
arm of S&P Global, expects revenues of
25 private aerospace and defence
groupsit covers torise 20 per cent in the
year to March 2025.

“There is a lot of opportunity brewing
in the background and this pipeline is
not just emanating from India,” said
Ankit Mehta, chief executive of idea-
Forge, one of India’s biggest producers
of drones, which counts the country’s
military as its top customer.

Mehta said the drone maker was plan-
ning to “substantially grow” its team
and has expanded in the US.

Raman said if the government
stepped up private procurement, in five
years defence could represent 10 per
cent of L&T’s portfolio, which includes
construction, real estate and financial
Services.
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Telecoms. Foreign investment

BT stake deal sees Indian tycoon

Mittal return to familiar ground

Bharti founder’s acquisition of
24.5% holding builds on deep

personal and corporate ties

CHRIS KAY — MUMBAI
RACHEL BANNING-LOVER — LONDON
SARAH WHITE — PARIS

Decades after BT offloaded its stake in
Sunil Bharti Mittal’s conglomerate, the
Indian billionaire kept up calls with
executives at the UK telecoms group.

Then another billionaire’s financial
troubles gave Mittal a chance to recon-
nect with the former UK telephone
monopoly.

Patrick Drahi’s indebted group Altice
and RT's largest investor wanted to sell
its 24.5 per cent stake. Mittal yesterday
agreed to take the entire holding, valued
at £3.2bn at Friday's closing price, in
what is the Indian tycoon’s most signifi-
cant investment on British soil to date
and a historical turnabout.

Between 1997 and 2001 BT held a 21
per cent stake in Mittal’s New Delhi-
based telecoms business — what has
since become the $100bn market cap
flagship behemoth Bharti Airtel.

“It’s a bit of a role reversal,” said one
Bharti executive after the deal was
announced. “It’s a very large tranche —
if it had been a smaller one we wouldn't
have beeninterested.”

Mittal emphasised the long-term
nature of the investment. “I've kept
links with the BT management, with
cvery successive CEO in the company
[since 2001],” he said.

He added that his conglomerate
Bharti Enterprises was approached by
Altice “in the past couple of weeks”.
With the French group attempting to
prune back its more than $60bn debt
pile, “we were happy to engage, which
wedid enthusiastically”, Mittal said.

Although analysts say that Mittal's
move was not an obvious one given his
conglomerate’s focus on India and
Africa, it builds on his foundations in
the UK. Bharti Enterprises holds con-
trolling stakes in satellite venture
OneWeb and alsoowns prestigious hotel
brands, including The Hoxton and the
Gleneagles resort in Scotland, operated
by a company founded by his son-in-
law. Bharti’s Africa telecoms business is
a member of the FTSE 100.

The 66-year-old, whose family wealth
is estimated at $16.8bn by Forbes, was
awarded an honorary knighthood by
King Charles III earlier this year for
services to UK-India relations.

Mittal spends much of his time in
London, where two of his children —
daughter Eiesha and son Shravin, who
heads Bharti’s overseas investment arm
— are based.

The deal also sprang from personal
ties. Drahi and Mittal know each other,
according to a person familiar with the
matter, and multiple executives at BT
and Bharti have experience working at
both companies. BT's chief digital and
innovation officer Harmeen Mehta was
formerly Bharti Airtel’s global chief
information officer and head of its cloud
and security business.

“It’s a sector he understands, it’s a
company they understand and they've
already got global reach outside of
India,” said another person with knowl-
edge of the founder’s thinking. “There’s
long-standing familiarities that also
reinforced his confidence in what this
company can be.”

The
transaction
Temoves at
a stroke
[the risk of |
aseverely
forced sale
in the
market of a

large stake’

Mittal’s purchasc also plays into the
wider trend of heightened Indian corpo-
rate interest in the UK. India is the coun-
try’s second largest source of foreign
direct investment, with more than 950
companies with combined revenue of
about $65bn operating in Britain — up
from 900 in 2022, according to the UK
India Business Council.

Those investments are playing out as
both New Delhi and the new Labour

government in London attempt to
revive long-awaited free trade talks. UK
foreign secretary David Lammy visited
India last month to restart discussions
that were suspended due Lo elections in
both nations. India’s government is
looking to secure wider market access
for its goods, including textiles, as well
as an easing of restrictions on Indians
working and studying in the UK.

Piyush Goyal, India’s commerce min-
ister who is leading the trade talks, in a
post on social media platform X, called
Bharti’s BT acquisition a “testimony to
the growing strength of India”.

Mittal has deftly managed previous
British purchases, including a 2021 deal
to become the biggest shareholder in

OneWeb following a joint effort to res-
cue the space-internet pioneer from

bankruptcy.

With BT he will buy 10 per cent of
Altice’s holding immediately, with the
rest to be purchased after regulatory
approvals, including voluntary UK
security clearance.

“We have not asked for any board
seat, we have not even applied our mind
to that,” said Mittal, who ruled out tak-
ing a controlling stake in BT. “At the
moment, our focus was just to pick up
the stake. We are having no conditions
attached to that.”

For BT’s chief executive Allison
Kirkby, who has pledged to cut £3bn of
costs and increase its dividend, Mittal’s
purchase “offered a strong validation”
of her six-month-old leadership at BT,
said Paolo Pescatore, founder and TMT
analyst at PP Foresight.

He described the deal as “seeming like
a bolt out of the blue”, comparing Mit-
tal’s decision to take such a large stake
with other investors that have instead
steadily brought and increased their
holdings in European telcos.

Mittal’s move will leave the UK tele-
coms group with a “much more stable
shareholder”, according to a person
familiar with BT’s thinking. “It removes
atastroke [therisk of ] a severely forced
sale in the market of a large stake.”

Yesterday, BT’s shares closed up 8.4
per cent at 141.5p. Mittal said UK and
European telecom companies were
“poorly valued” and that BT's strategy
under Kirkby has been “nothing but
outstanding”.

“I think the investor community will
over a period of time start torecognise
the wonderful job that is being done,”
the tycoon added.

Karen Egan, head of telecoms at End-
ers Analysis, agreed that BT “is under-
valued”. She added: “It’s had a good run
of late but there’s more to go. When you
look at it on a two- to three-year view
when the cash flow recovery story is
delivered on, it will look incredibly
cheap.”

BT’s London
headquarters.
The group held a
21% stake in
Bharti’s New
Delhi-based

telecoms
business

between 1997

and 2001. Below,
Sunil Bharti

Mittal — Holhe Adams/

Bloomberg

A first gencration entreprencur born
in the state of Punjab, Mittal started out
in business in 1976 making bicycle parts,
initially borrowing $1,500 from his
father — a politician and former mem-
ber of parliament in the country’s upper
house.

Mittal branched out into making tele-
phones and in 1992 bid for a licence in
order to launch one of India’s first
mobile phone companies as the country
began to liberalise its economy.

Three years later he founded his tele-
coms group, which has grown to become
India’s second-largest with more than
400mun subscribers in its home market
and a wide network across Africa.
Domestically Bharti Airtel is second
only torival Indian billionaire Mukesh
Ambani’s Jio, which entered and
upended the industry in 2016 with a
fierce price war. Yet Mittal is a lower key
figure than Ambani, Asia’s richest man.

“He'sgotalotof clout. .. but the Mit-
tals don’t crave that much attention
compared to some of the other corpo-
rate groups, said a Mumbai-based ana-
lyst whose company has advised Bharti
Airtel on past transactions. “They pre-
fer to remain private.”

While Bharti has various business
interests, such as its Indian partnership
with Del Monte, it is mainly seen as atel-
ecoms giant, in contrast to Ambani’s
Reliance Industries, which cuts across a
broader swath of industries, including
retail and oil refining.

Now Mittal, along with Ambani’s Jio
network, operate a near duopoly in
India with the now state-owned Voda-
fone Idea lagging behind. The two
industrialists have spent billions of dol-
lars helping India realise “one of the
quickest 5G rollouts globally™, according
to Axis Capitalin Mumbai.

“[BT] won't be the last deal,” the
Bharti executive said about the con-
glomerate’s ambitions.

See Lex
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Boutique bet
boosts Janus
Henderson's
private credit
capabilities

WILL SCHMITT  NEW YORK

Janus Henderson has struck a deal to
take control of a $6bn alternative
investments shop in the latest push by
a traditional asset manager to add pri-
vate credit capabilities to meet growing
investor demand.

The British-American group, which has
about $361bn in assets under manage-
ment, plans to acquire a majority stake
in Chicago-based Victory Park Capital
Advisors in exchange for cash and com-
pany stock.

The deal for Victory Park, which has
about $6bn in assets under manage-
ment, comes on the heels of Janus Hend-
erson’s previously announced pact to
acquire the alternative investmentsarm
of the National Bank of Kuwait, a deal
that also is expected to close by the end
of the year. It comes as Janus and other
asset managers race to add a broader
range of sought-after private credit
investment opportunities.

“Asset-backed lending hasemerged as
a significant market opportunity within
private credit, as clients increasingly
look to diversify their private credit
exposure beyond only direct lending,”
Janus Henderson chief executive Ali
Dibadjsaid in a statement.

“VPC(C’s investment capabilities in pri-
vate credit and deep expertise in insur-
ance align with the growing needs of our
clients, further our strategic objective to

‘Asset-backed lending has
emerged as a significant
market opportunity
within private credit’

diversify where we have the right, and
amplify our existing strengths in securi-
tised finance.”

Janus Henderson’s stock was up about
1.2 per cent during lunchtime trading in
New York trading yesterday after the
deal was announced and is up more
than 15 per cent year-to-date.

Alternative invesunents such as pri-
vate credit, infrastructure and real
estate have continued to pique the inter-
est of affluent retail investors who his-
torically have struggled to gain access to
such strategies, which remain one of the
top areas of interest for high-net-worth
investors, according to a mid-year
report from consultancy PwC.

“The industry has made significant
progress in making the private markets
more available to retail investors,”
PwC’s report said. “Continued success
will probably depend on an efficient sec-
ondary market through technology or
exchanges that enables retail investors
to freely and cost effectively trade.”

Janus Henderson has become a major
playerin the world of active securitised
exchange traded funds. It runs the larg-
est collateralised loan obligation (CLO)
ETF and the biggest active mortgage-
backed securities, overseeing more than
$15bn between the two funds.

“This partnership is a testament to
the strength of our established brand in
private credit and differentiated exper-
tise, and we believe it will enable us to
scale faster, diversify our product offer-
ing, expand our distribution and geo-
graphic reach, and bolster our proprie-
tary origination channels,” Victory Park
Capital chief executive and founder
Richard Levy said.
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Oil group YPF, retail bank and

flag carrier airline are among

assets targeted by plaintiffs

CIARA NUGENT — BUENQS AIRES

JOE MILLER — NEW YORK

With arecord $16bn US court judgment
in hand, representatives of former
shareholders in Argentina’s state-
controlled oil company YPF have
embarked on a long journey to get the
cash-strapped country to pay up for
seizing their stakes.

A previous attempt to extract funds
from Buenos Aires in another case led
by hedge fund Elliott took about 15
years and famously featured the seizure
of an Argentine vessel in international
walers belore a seltlement was finally
reached under then-President Mauricio
Macri sadministration in 2016.

This time, the battle to enforce the
judgment in the case, largely financed

by litigation funding juggernaut
Burtord Capital, has been waged in stri-

dent legal filings with plaintiffs accusing
Argentina of “brazen procedural
gamesmanship” in attempting to frus-
trate recovery efforts.

Argentina’s current libertarian presi-
dent, Javier Milei, is at the opposite end
of the ideological spectrum from the
leftwing administration of Cristina
Fernandez de Kirchner, which oversaw
Argentina’s stand-off with Elliott and
the 2012 expropriation of YPF at the
centre of the case.

Milei has said he wants to re-privatise
YPF and other state companies — and
has signalled a willingness to pay the
judgment if Argentina’s ongoing appeal
against it fails.

But the dispute between Argentina
and its former investors is as bitter as
ever, court papers reveal. They also give
a glimpse of more dramatic moves that
may be to come, with plaintiffs seeking
permission to examine large swaths of

Argentina’s state-owned assets from its
flag carrier to its main consumer bank.

Lawyers for the plaintiffs claim that
the ostensibly independent companies
are in fact stulfed full ol underqualified

“This isn't the first time
vulture funds have tried

to go after Argentina’s
interests in this way’

political appointees and are “alter egos
of the Republic” — a legal term that

denotes they are not just owned — but
also controlled — by the Argentine
administration and indistinguishable
fromit.

Such a determination would theoreti-
cally ease the path to seizures by agen-
cies working for Argentina’s creditors.

People close to the Argentine admin-
istration, which is appealing against last
year’s judgment, said they were confi-
dent of winning a reprieve from higher
courts and said plaintiffs were involved
in a fishing expedition designed to

Argentina’s
central bank
assets have
strong immunity
from seizure

in most court
jurisdictions,
legal experts
have claimed

Tomas Cuesta/Getty Images

Financials. Investor dispute

Hunt for Argentina’s ‘alter egos’
dominates $16bn US court fight

embarrass the country. They added that
there were no substantial assets within
the US’s jurisdiction regardless.

In filings to the court, the country’s
lawyers have denied the entities in ques-
tion are “alter egos” and said previous
rulings by US courts have supported
their claim that they are operationally
separate from the state.

Plaintiffs are asking the court for
permission to examine state-owned

assets to see just how closely they are
intertwined with current and previous
goveriunents.,

Following the expropriation that led
to the litigation, Argentina now owns
51 per cent of the shares in energy com-
pany YPF, split between the country and
some provinces. The remaining 49 per
cent are privately held.

The group is listed in Buenos Aires
and on the New York Stock Exchange.

The plaintiffs argued that previous
governments had used the company to

give jobs to “political hacks™ and set
local fuel prices, showing how it is really

anarm of the state.

They have also separately asked the
court to order Argentina to transfer the
nation’s shares in YPF to its creditors.

The company, which has a market
capitalisation of $10.7bn, holds valuable
oil and gasfields in Argentina, including
in the massive Patagonian shale forma-

tion Vaca Muerta.
But the easiest YPF assets for the

plaintiffs toreach would be its New York

e s o e B S e e e

law-governed corporate bonds, said
Sebastian Maril, a director at consul-
tancy Latam Advisors — noting that
some of the bonds are guaranteed by
bank deposits in the US generated by
YPF’s oil exports.

He added that the bonds’ price “could
collapse” if YPF was deemed an alter ego
of the state, whether or not the plaintiffs

succeeded in seizing them. Creditors
wanted that risk “to push Argentina to

sit down and negotiate”.

People close to Argentina contend
that no such assets would be in reach of
creditors and said YPF shares in the
country were “absolutely immune”
from seizure. They added that no settle-
ment negotiations were being consid-
ered while the appeal was pending.

Plaintiffs argued that the central bank
is “used as a tool of the state”. They said
the fact that Milei has repeatedly
pledged to shut down the monetary
authority showed that the government

was ultimately wholly in charge of the
organisation.

“It’s what he wrote in his own recent
book,” lawyer Randy Mastro argued at a
hearing in May, apparently referring to
Milei’s 2023 book on his plan to fight
Argentina’s chronic inflation.

In response, Argentina maintained
that control over the central bank was
not “so extensive thatit amounts to day-

to-day business control”.
A country’s central bank reserves — of

which cash-strapped Argentina has

very little at the moment — enjoy strong
immunity from seizure in most jurisdic-
tions, including the US, legal experts
said.

However, a recent decision by Milei’s
government has made it difficult to
ascertain the location of some of Argen-
tina’s central bank reserves and what
legal protections they have from sei-

zure,
Last month, economy minister Luis

Caputo said the central bank had sent a
portion of its $4.7bn worth of gold to an
undisclosed location abroad.

While Caputo said the aim was to
“generate returns”, opposition politi-
cians claimed that the gold might be
used as collateral for a loan needed to
pay foreign bond holders next year and
that it increases risks it could beseized.

Former economy minister Martin
Guzman described the manoeuvre as
“pawning grandma’s jewels”.

People close to Argentina said US
courts had already ruled that the central
bank reserveswere out of reach.

Fully state-owned airline Aerolineas
Argentinas has become a flashpoint in
Argentine politics under Milei, who
tried and failed to win congressional
approval to privatise the typically loss-
making company earlier this year.

The airline, which controls 60 per
cent of Argentina’s domestic market

and runs some international flights,
counts 84 planes in its fleet. However,

the majority are leased.

Our global
team gives you
market-moving
news and views,
24 hours a day

ft.com/markets

In a motion to the court, lawyers for
the plaintiffs in the YPF case claimed
that “the Republic staffs Aerolineas
with political appointees who have been
criticised for their lack of airline experi-
ence and poor management”, citing
ex-President Macri's description of itas
“an employment factory” for leftwing
political activists.

Rodrigo Borras, secretary of ground
crew union APA, which represents
many Aerolineas staff, called those
arguments “unserious’.

He said: “This is’t the first time vul-
ture funds have tried to go after Argen-
tina’s interests in this way”— citing
Llliott’s ultimately frustrated attemptto
seize an Argentine naval vessel while in
portin Ghanain 2012. “It won't work.”

Arsat, Argentina’s state-owned tele-
communications company, provides
mobile and internet infrastructure
across the country while state-owned
Enarsa focuses mostly on importing and
distributing energy, and building infra-
structure.

Analysts said it was unclear what
assets they might hold overseas.

State-owned Banco Nacion is Argen-
tina’s largest retail bank. It has branches
abroad, including in New York and
Miami, where the plaintiffs will hope to
find information showing that the
Argentine state holds accounts used for

foreign trade transactions.
All three companies are also targets

for privatisation under Milei.

Technology

Chinese battery industry faces consolidation wave amid fierce competition

GLORIA LI — HONG KONG
KANA INAGAKI — TOKYO
HARRY DEMPSEY — LONDON

A wave of consolidation has swept
across China’s battery industry, leading
to cancelled investments and the exits
of smaller players — even as leaders
CATL and BYD push ahead with their
expansion plans.

In the first seven months of the year, 19

battery gigafactory projects were can-
celled or postponed in China, according
to London-based research firm Bench-

mark Mineral Intelligence.

That has only accelerated an existing
pullback of investment into battery
plants as electric-vehicle manufacturers
— mainly in Europe — grapple with
slowing sales.

“A lot of consolidation has occurred at
Chinese facilities where low prices, com-
bined with struggles with yield, means
companies have abandoned plans,” said
Benchmark analyst Evan Hartley.

He has estimated that these cancella-
tions would reduce China’s battery giga-
factory capacity for 2030 by 3 per cent.

The upheaval in the crowded Chinese
battery industry comes as EV sales
growth has declined in parts of the
world.

After double-digit increases, the
growth rates in Europe and North
America are expected to fall to 6 per
cent and 7 per cent respectively, accord-

ing to Rho Motion, an EV supply chain
consultancy.

The Chinese car industry is also
braced for a similar rationalisation after
proliferating during an investment
boom over the past decade.

Industry bodies estimated that there
were roughly 50 Chinese EV battery
groups producing in the world’s largest
car market, leading to a survival game
that is set to intensify as they face fierce
competition for technology and stricter
government regulations.

The Chinese market is sharply
divided between the bigger players such
as CATL and BYD, which dominate the
global market for EV batteries, and a
score of smaller players that are left to
compete with less financial power and

cost competitiveness. “The Chinese
industry has entered a new round of
competition driven by technology inno-
vation and capacity upgrades,” said
Kevin Shang, a principal analyst at data
and analytics firm Wood Mackenzie.
“Basically, those who cannot keep up
with the trend will gradually be kicked
out of the market.”

Beijing has also issued new regula-
tions to tackle overcapacity, forcing a
number of local battery manufacturers
to suspend projects recently in China
and overseas markets.

China’s Ministry of Industry and
Information Technology in June final-
ised revised guidelines for the country’s
lithium-ion battery industry, which set
higher standards for energy intensity,

Electric-vehicle sales are increasing but at a slower

rate than before

Sales of electric passenger cars and light-duty vehicles
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power density, cycle life and other bat-
tery specifications.

The rules would help companies cut
down on production projects that were
“purely for capacity expansion”, the
ministrysaid.

“This indicates that the government is
aware of the low utilisation across the
supply chain,” Citi analysts wrote in a
research note. “We believe that the reg-
ulation will benefit the leading names in

each battery-related subsectors as it
tries to phase out idle capacity and
strengthen the entry barrier with tech-
nical standards.”

As a result, new players have strug-
gled. In April, Nanfang Black Sesame
Group, China’s largest puréed food-
maker, told investors that it had sus-
pended its planned $3.5bn battery
project in the eastern province of
Jiangxi, citing “profound changes” in
the new energy market landscape.

The group had only last year
announced a pivot to energy storage.

“The company will not act too hastily
. . . and wait for our best chance to exe-
cute [the project] to avoid higher invest-
ment costs and related losses,” it said in
a stock exchange filing.

In April, more than 20 Chinese com-
panies disclosed construction plans for
new battery production facilities that
were expected to total an annual capac-
ity of 152 gigawatt-hours, down 55 per
cent from a year earlier, according to

data compiled by the China Energy Stor-
age Alliance, an industry group.

Smaller Chinese battery makers have
also been forced to rethink their once-
aggressive overseas expansion plans.

SVolt Energy Technology, which was
spun off from carmaker Great Wall
Motor and the seventh-largest battery
maker in China, abandoned plans in
May to build a battery plant in eastern
Germany, citing uncertainty over plan-
ning, tariffs and subsidies as well as the
loss of a leading customer.

SVolt chair Yang Hongxin has warned

that fewer than 40 battery manufactur-
ers could survive the wave of consolida-
tion by the end of this year.

“Previously, tier-2 and tier-3 battery
makers participated in pricing competi-
tions to grab more market share,” said
Yang at an event last month. “Currently,
even the biggest players are lowering
prices.”

Companies from battery makers and
lithium miners to cathode and anode
producers have suffered a profit decline
because of falling battery prices, caused
by an overexpansion in response to a
demand surge between 2021 and 2022.

Combined revenues and net profits
at 107 mainland-listed companies in
the lithium battery supply chain
came in at Rmb293bn ($40bn) and
Rmb17bn for the first quarter, down 18
per cent and 50 per cent respectively
from a year earlier.

However, top-tier battery makers are
expected to emerge even stronger and
increase their investments as smaller
players merge or gounder.

Last month, Amplify Cell Technolo-
gies, a joint venture between China’s
fourth-largest battery maker Lve
Energy, Indiana-based engine maker
Cummins and two truck manufactur-
ers, Daimler and Paccar, began con-
struction of a battery plant in Missis-
sippi.

Eve Energy also announced a
Rmb3.3bn investment in a new factory
in Malaysia to produce energy storage
and consumer batteries while China’s
fifth-largest battery producer, Gotion
High Tech, plans to invest $1.3bn to
build its first gigafactory for EV batter-
ies in Morocco.

Sunwoda, China’s sixth-largest bat-
tery manufacturer, aims to invest up to
Rmb2bn to construct a new battery
plantin Vietnam.

But Shang cautioned that Chinese bat-
tery manufacturers, even the bigger
ones, were likely to face challenges in
their overseas ambitions as they faced a
different regulatory environment as
well asthe geopolitical uncertainty.

“Chinese companies want to go over-
seas but they are becoming more realis-
tic,” Shangsaid.

“It’s not as simple as copy and paste
[their success in China] so it's much
more complicated than that.”
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Swiss central bank

struggles to break its
interventionist habit

Toby Nangle
Markets Insight

n a crowded field of central bank
monetary experiments, Switzer-
land’s efforts stand out as particu-
larly wild. The Swiss National Bank
finds itself with an outsized balance
sheet and no easy way to unwind it.

Like other central banks, the SNB
expanded its balance sheet to ward off
the spectre of deflation. Unlike devel-
oped market peers, it did so by selling
freshly created electronic money into

foreign exchange markets and investing
the proceeds in global stocks and bonds.

This is no small pointof difference.

To understand how the central bank
got here, we need a little history. Swit-
zerland has run large current account
surpluses for decades. They are associ-
ated with currency strength unless resi-
dents recycle them into foreign assets.

Until the global financial crisis, this is
exactly what the Swiss did. But since
then, a desire to bring home protfits has
contributed to persistent currency
strength. The result has been pro-
foundly disinflationary.

The SNB responded first by cutting
interest rates, then in 2011 by introduc-
ing a currency floor against the euro.
The floor required frequent small-scale
interventions in the foreign exchange
market, But in 2015, the governing
council lost their nerve.

Perhaps spooked by tying their for-
tunes tothe European Central Bank as it
embarked on quantitative easing, they
abandoned the floor with chaotic
results. The Swiss franc rallied almost
40 per cent intraday. Seven and a half
years of negative interest rates followed.

Serial central bank interventions per-
sisted with the sale of freshly minted
electronic Swiss francs in an effort to
avoid the deflationary implications of
currency strength. These interventions

inflated the SNB’s balance sheet to a
peak of about 140 per cent of GDP.
While many other central banks are
now passively winding down their bal-
ance sheets by letting bond holdings
mature, the Swiss are stuck. The two
most obvious options to shrink their
portfolio are unappealing: make dud
investments or actively unwind it.
Critics will point to 2022 as evidence
that the SNB needs no lessons in losing
money. In a year when international

bond and stock values dropped and the
Swiss franc appreciated, the central

bank recorded a loss equivalent to 17
per cent of GDP. In fairness, it is not easy

A full unwind of the SNB’s

balance sheet would likely

push the economy back
into outright deflation

for the Swiss to create anything but a
huge carry trade out of their reserves.

This will always get hit hard by a flight
to quality. The portfolio’s vulnerability
to furtherloss is one reason behind calls
to actively wind it down.

But unwinding the carry trade means
selling foreign currency to buy back
Swiss francs. And bidding up the franc’s
value is deflationary. Even over the
course of the biggest inflation shock
since the 1970s, they managed to sell
lessthan aquarter of the portfolio.

With core inflation down to only 1.1
per cent and a medium-term forecast in
the same ballpark, a full unwind would
likely push the economy back into out-
right deflation. If winding down is unap-
pealing, what are the other options?

First, the central bank could transfer

the reserves to Swiss citizens. The SNB
has, after all, merely been recycling
national current account surpluses into
claims on foreigners — something the
Swiss people happily did until the global
financial crisis. Transferring these in a
citizens’ dividend would put the assets
back into private hands.

More widely discussed is a prospec-
tive transfer of reserves to a new sover-
eign wealth fund. As things stand, the
SNB implements a passive investment
policy but its returns have lagged
behind international benchmarks.

Since 2009, the foreign currency
reserve portfolio has delivered an aver-
age return of only 0.4 per cent a year.
Professionalised management could
help deliver higher returns.

Neither option addresses what should
be done about any future currency
strength. With rate cuts unlikely to
move the dial, and capital controls
unthinkable, the choice is between fur-
ther intervention and genuine free float.

In 2020, the US Treasury — rightly —
labelled Switzerland a currency manip-
ulator, putting diplomatic pressure on
the SNB to desist. But Maxime Botteron,
an economist at UBS, tells me that
the implications for Switzerland were
limited and did not stop the SNB from
further purchases in 2021.

In October, Martin Schlegel will suc-
ceed Thomas Jordan to become the SNB
governing board’s new chair. Market jit-
ters have pushed the franc to fresh highs
but data suggests the central bank has
been largely absent from markets.

It is unclear whether Schlegel will
allow the market to set the franc’s value
or follow his mentor’s impulse to inter-
vene. Neither option is without peril.

Toby Nangle is an FT contributing editor
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The day in the markets

What you need to know

e Wall Street continues recovery from
last week’s heavy sell-off

e Europe stocks held back by weakness
for real estate and healthcare groups

e Asian equities broadly rise but region’s
currencies under pressure

US stocks continued their recovery from
last week’s heavy sell-off with modest
gains yesterday as traders looked ahead
to all-important inflation data.

The technology sector led gains on
Wall Street with the Nasdaq Composite
index firming C.6 per cent by midday
trading in New York.

Chipmaker Nvidia continued its sfring
of big upward moves but Tesla stock
retreated. The blue-chip S&P 500 index
nudged up 0.2 per cent.

Today will see the release of US
producer price index data, a measure of
cost pressures in the manufacturing
sector. However, it is tomorrow’s
consumer price inflation data that
investors will be watching most closely
for clues about the strength of the world’s
biggest economy.

“In the dog days of August when
trading liquidity is thin, the markets are
likely to be highly sensitive to any data
misses relative to expectations,” said
Jason Draho, head of asset allocation
Americas at UBS Global Wealth
Management. “That implies more
volatility until there’s enough good data
to quash rising recession fears.”

Across the Atlantic, stocks were mixed.
The Stoxx Europe 600 index closed the
session flat, held back by weakness for
real estate and healthcare stocks.

The Cac 40 in Paris was down 0.2 per

Oil prices rebound from recent losses

Brent crude (S per barrel)

Q0

85

80

?SI I

May Jun
2024

Source: LSEG

Jul Aug

cent while Frankfurt’s Xetra Dax closed
0.1 per cent lower.

The UK’s FTSE 100 index, by contrast.
finished the session 0.6 per cent higher.
Asian equities broadly rose but the
region’s currencies were under pressure.

Seoul's Kospi index advanced 09 per
cent with chipmakers SK Hynix and
Samsung Electronics making gains.

Taipei's Taiex was up 1.4 per cent,
leading gains in the region, but China’s
CSI1 300 index of Shanghai and Shenzhen
stocks edged down 0.1 per cent.

Asian currencies weakened against the
dollar with the South Korean won

shedding 0.6 per cent and the Malaysian
ringgit dropping 0.7 per cent.

The Japanese yen continued its retreat,
reaching ¥147.80 to the dollar compared
with last week’s high of ¥142.07.

A sharp rally in the yen over the past
few weeks helped to spark last week’s
extreme volatility across global markets.

Oil prices firmed, marking the fifth
consecutive day of rises as investors
regained confidence in the US economy
following last week’s sell-off.

Brent crude gained 2 per cent fo $81.22
a barrel, having fallen as low as $75.41a
barrel last week. Emily Herbert
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Industrials

Carlyle explores €3bn sale of Dutch
salt and chemicals producer Nobian

IVAN LEVINGSTON AND TOM WILSON
LONDON

Carlyle Group is exploring a €3bn sale
of Dutch salt and chemicals producer
Nobian, according to people familiar
with the matter.

Nobian, owned by Carlyle and Singapo-
rean sovereign wealth fund GIC, pro-
duces high-purity salt, chlorine and
other speciality chemicals for use in

applications including solar panels,
hattery storage systems and insulation.

The US buyout group has held discus-
sions with investment banks as it pre-
pares for a potential sale process, which
is expected to start next year, the people
said. Carlyle and Nobian declined to
comment.

Carlylc and GIC acquirced the salt pro

ducer in 2018 when they bought the
chemicals division of Dutch conglomer-
ate Akzo Nobel for €10.1bn in what
remains Carlyle’s biggest European
deal.

The partners renamed the Akzo
Nobel chemicals arm Nouryon and then

spun out Nobian in 2021. Last year,
Nobian made earnings before interest,
taxes, depreciation and amortisation of
about €400mn, the people said.

Under chief executive Michael
Koenig, Nobian has set targets to reduce
its direct carbon emissions by 50 per
cent by 2030 and 100 per cent by 2040,
while transitioning its energy-intensive

US buyout group holds
talks with investment
banks as sale process is
expected to start next year

mining and processingactivities to wind
and solar power.

Nobianis among the largest industrial
emitters in the Netherlands and signed
an agreement with the Dutch govern-
ment last year to work together to
reduce itscarbon emissions faster.

Carlyle has not shied away from
investing in energy-intensive European
businesses that need to decarbonise.

It acquired 37 per cent of Spanish inte-

grated oil and gas company Cepsa in
2019 and in June it bought a portfolio of
oil and gas projects in Italy, Egypt and
Croatia that will form the basis of a new
Mediterranean-focused producer.

In each case, Carlyle requires portfo-
lio companies to set targets to reduce to
emissions in line with the goals of the
Parisclimate agreement.

Part of Carlyle’s bet is that, by cutting
emissions, its companies will be more
valuable when the fund needs to exit.

While the principal uses for Nobian’s
salt-based chemicals remain everyday
products such as textiles, pharmaceuti-
cals and disinfectants, they are also vital
for clean energy solutions such as elec-
tric vehicle batteries and wind turbines.

The busincss has minced salt in the
Netherlands since 1918 and is also
exploring using underground salt cav-
erns to store hydrogen, natural gas and
renewable energy in the form of com-
pressed air. Nobian has production sites
in the Netherlands, Germany and Den-
mark and employs about 1,600 people.
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Change during previous day’s trading (%)
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Dow Jones Ind
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FTSE All World $
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¥ per$

0.887%
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Stock Market movements over last 30 days, with the FTSE All-World in the same currency as a comparison
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Winners - US Fund Large Blend Losers - US Fund Large Blend Morningstar Star Ratings Global Broad Category Group - Alternative
1yr Return Jyr Return Syr Return 3yr 1yrReturn  3yr Return Syr Return Iyr Iyr Morningstar Momingstar Morningstar Total Ret1Yr  Total Ret3¥r  Total Ret 5Yr
U S GBP GBP GBP  SharpeRatio  StdDey |FundName GBP GBP GBP  ShapeRatio  StdDev | utdName SEAS Sariaay Rating3Yr  Rating5Yr  Rating10 Yr| MOrRingstar Category SRS Sunay GBP GBP GBP
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Hdelity Lane Cap Stocc K& Hund 16.4¢ 9.3/ 1296 U5y 16UE  |Cantited Hisng Uwidend fachcal Fnd 1280 30/ - 02/ 1730 |AsiznUnagend kand W-ACL-36P Pound Sterhing *okk * Rk *dARk | Equity Market Neutral 6P Pound Sterling 1224 5.46 b.85
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Gotham Index Plus “und 18.23 9.17 11.81 0.61 1713 |Vulcan Value Partners Fund 1701 -1.24 6.97 01 2528 | bres endee A Do come it Tt b Pound Sterling * "k %  |Equity Market Neutral EUR Euro 1183 5.40 442
Advertising Feature Performance Weightings - As of 30/06/2024 Top 10 Holdings - As of 30/06/2024
Sector Weighting CatAvg. |Holding Sector Weighting
Basic Materials 1.890% 3.4E% .
2021 - Aug 2024 Mizrosoft Cor Techno 9.29%
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Energy - 247% i : v
AD-\]-ISOR i 120 Financial Services 2951% 11.65% - o VSO E
NE— Healtcare 10.21% 13.78%
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Thoughtful Tnvesting. 1100 Industrials 1248%  105%%
P Kaie ' OE%  |unitever pLC Consumer Defensive 4.08%
A/ A ———— L —————— e — S ——— Techrology 2553% 25.14%
1.000 \ ¥ Utilitics 123% L
) Mastercard he Class A Financial Services 403%
Flesse remenber thal pad perfonmance o wol necewcerd) 3 gede 1o fulre perlomanes - Eash&Equwa]m[s ug?% B.B0%
Firm Name Corpcrate 0.42% : .
200 k ¢ Fi | a7
Advisory Funds pic i Pt 012% London Stock Eachange Growp ALC inancial Services 197%
Fund Name Govemment 0.33% .
Rinhal | eaders Sustainahle Fund 1SN 1 800 Municipal oorx  |OcAerospacs Industrials 3.49%
Morningstar Category Secuntized 0.01% . . .
Global Large-Cap Growth Equity 100 52, 10% 15% 20% 25% FERC S LA ALK Aol Spvicas iy
Max Annual Charge :
- Intuit Inc Techno 287%
- Risk Measures - As of 31/07/2024 i
3Yr Rating 600 _ i 1¥r 1Yr Cat Ave 3Yr 3¥r Cat Ave 5Yr 5Yr Cat Ave
e 21 021 Jan22 Apr22 22 0022  Jan2d Ap2d  JuZd 0a23  Ja24 A4 2 Alpha o T = - e
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: —— Fund — Category Infermation Ratio 088 -0.83 0.10 053 -0.44
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Offer Price | - Doy £nd One Yeur Rty | 15.€4 Day »050% Month -2.37% Year #16.85% Sharpe Ratio 0.64 0.46 0.13 0.03 041
+/- 0.08 Total Ret3Yr | 43 Std Dev 15.98 17.34 1792 19.25 1869
Information reproduced courtesy of Morningstar. While the Financial Times takes every care to ensure that the information is faithfully reproduced, the information is not verified by the Financial Times and therefore it accepts no liability for any loss which may arise relating to the Momingstar information.
© 2024 Momingsta. All Rights Reserved. The information contasned herein: (1) i proprictary to Momingstar and/or its content previders; (2) may not be copied or distnibuted; and (31 is not warranted to be accurate, complete or timely. Ne ther Momingstar nor its content providers are respongible for any damages or losses ansing from any use of this irformation. Past performance is no guarantee of future results.
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The fund prices quoted on these pages are supplied by the operator of the relevant fund. Details of funcs published on these pages, including prices, are for the purpose of information only and should only be used as a guide. The Financial Times Limited makes no representation as to their accuracy or completeness and they should not be relied upon when making an
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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 10)20 7831 0898.)
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Single price: Based on a mid-market valuation of the underlying investments. ~he 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 capitzl, contact the manager/operator for full details of the effect of this course of action
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Thejoy of colour and a magpie Instinct

Pacita Abad used fabric and

bric a brac from her global
travels to powerful emotional

effect, a New York exhibition
shows. By Ariella Budick

acita Abad’s giant artworks

have staged a friendly takeo-

ver of MoMA PS1 in New

York. They've infiltrated the

ordinarily gloomy galleries,
animated the walls and set the place
aglow. Maybe it’s because her work
buzzes with such disreputable quanti-
ties of joy that Abad is getting her first
retrospective only now, 20 years after
her death at 58.

In avideo made three years before she
took US citizenship in 1994, Abad was
asked about her most important contri-
bution to the art of her adopted country.
With a wide smile and throaty laugh,
she cried: “Colour! I have given it col-
our!” It’s not as if American art was all
shades of taupe before she came along,
but her palette comes with that festive
exclamation mark, signalling
unbounded exuberance and a desire to
make everything — living spaces,
clothes, mural-sized paintings — bright
and bold.

Abad did more for the US than just
broaden its range of usable hues. She
crammed her art full of folk traditions,
making political messaging and femi-
nism safe for pleasure. Even her most
pointed worksquiver with delight.

Abad had to build up positivity the
hard way. The fifth of 13 siblings, she
was born in the Philippines in 1946. Her
parents served in the government and
in Congress but fell afoul of Ferdinand
Marcos in the 1960s. After Abad led
opposition protests against the dictator-
ship, Marcos’s goons machine-gunned
the family home, injuring nobody but
prompting her to emigrate. In 1970, she
wound up in San Francisco, where the
heady atmosphere, burbling with coun-
tercultural creativity and political pro-
test, induced her to stay. She pursued a
master’s in history, took a daytime job as
secretary and worked as a seamstress at
night, all at the same time.
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She was about to start law school at
the University of California, Berkeley,
when she met Jack Garrity, a graduate
student in international finance at Stan-
ford. Together, they took a transforma-
tive trip across Asia, hitchhiking from
Turkey to the Philippines via Iran,
Afghanistan, Pakistan, India, Sri Lanka,
Myanmar, Thailand, Laos, Taiwan and
Hong Kong. Wherever they alighted,
Abad was besotted by traditional fabrics

and jewellery, which she stockpiled,
wore and worked with for the rest of her
life. That year of travel led her to aban-
don a legal career. She and Garrity, who
ultimately became an economist at the
World Bank, continued their relentless
travels, pausing just long enough for her
to take courses at the Corcoran School of
Art in Washington, DC and at the Art
Students Leaguein New York.

In the early 1980s, Abad launched a
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series of “trapunti” — ambitious, room-
sized works that combined the heroic
dimensions of conventionally male gen-
res such as fresco and history painting
with more traditionally feminine tech-
niques of embroidery and ornamenta-
tion. She painted large canvases and
quilted them together, layering the sur-
face with beads, bits of fabric, ribbons,
mirrors, shells and sequins. The results,
which putf out from two dimensions
into three, are monumentally assertive
and gloriously ornate.

In these works, Abad staked out a

proudly globalist stance. At a time
before cultural appropriation was con-
sidered a no-no, she gathered up influ-
ences wherever she found them. The
fact that she was neither male nor Afri-
can didn’t prevent her from producing
“Masai Man” (1982), a quilt based on a
Kenyan mask, encrusted with little mir-
rors in the Indian manner and cowrie

Clockwise from far left:
Pacita Abad with ‘Bacongo
I’ (1983); ‘Old Dhaka’
(1978); detail from ‘LA
LibEl'ty, (1992) — Courtesy Pacita

Abad Art Estate/Spike Island, photos: Rik Slerra
Max McClure

shells from Papua New Guinea, blend-
ing vastly disparate regions in a great
cosmopolitan mash-up.

In the 1980s and "90s, the art world
tilted towards conceptualism and paint-
ers joined the battle to strip art of tran-
scendental aspirations. (“Beauty is lull-
ing, boredom is liberating” could have
been their motto, though they were
rarely so direct or concise.) Abad moved
in the opposite direction. She veered
away from the tastefully sleek, towards

clutter and craft and profuse sensuality.
In this, she followed a generation of fem-

inists. Miriam Schapiro invented “fem-
mage” in the 1970s by fixing fragments
ol paper and [abric Lo surfaces and
invoking the quilt as a model of women’s
expressivity. The critic Linda Nochlin
dubbed Schapiro’s explosively gaudy
patterns a “patchwork liberation.”
Abad linked the unshackling of
women with the emancipation of her

native country. She celebrated the Phil-
ippines’ centennial with “100 Years of
Freedom: From Batanes to Jolo” (1998),
a banner assembled from textiles she
collected while traversing the archipel-
ago from its northernmost island
(Batanes) to its southern tip (Jolo). The
overload of pattern and texture, col-
laged together and stitched on to a wed-
ding tent she bought in Zamboanga,
concentrates the Philippines’ immense
cultural variety. The nation incorpo-
rates more than 7,000 islands, more
than 180 ethnolinguistic groups and
innumerable histories of exchange with

colonists, traders, invaders and rivals.
The banner functions as a catalogue of
personal and collective memories, and
its meaning depends heavily on Abad’s
list of the various scraps she used:
“Igorot hand-woven cloth from Baguio
and Bontoc”, “hand-woven ikat weav-
ings from the villages in Kalinga-Apa-
yao”, “tinalak, tabao scarfs and malongs
from Mindanao”, “Chinese floral silks
from Binondo”, “my grandmother’s
Spanish lace mantilla from Cebu”, “cro-
cheted curtains and dresses made by my

Abad crammed her art
full of folk traditions,

making political
messaging and feminism
safe for pleasure

mother”, “pafiuelos worn by my aunts”
and “the old jusi barongs of my father”.
You don’t need to know the origin
story of each fragment of fabric to regis-
ter the emotional impact of this com-
plex, polychrome, multi-layered reli-
quary or her other, similarly expansive
concoctions. It’'s enough to sense Abad’s
magpie spirit, her talent for stirring
together Sinhalese masks, Hmong story
cloths, Tibetan thangkas and dozens of
other bits and bobs picked along the
way. You understand she saw the world
as a vast button jar, a collection of good
ideas to be picked over and relished.
Towards the end of her too-short life,
she channelled this plenty into abstrac-
tions that are among my favourites.
“Spring is Coming” (2001) evokes a cos-
mic meadow ruffled by a breeze. Slashes

of green, blue and orange invite you to
sink in and wiggle your toes in its cool

blades. “Early One Morning” (2003) is
asunabashedly loud as a marching band
coming around the corner. IUs a [estival
piece alive with confetti, streamers,
flashing lights, reflections — all the glis-
ter of daily celebration, conjuring cheer-

ful chaos.

To September 2, momapsl.org

Daniel Barenboim’s heroic return

CLASSICAL

BBC Proms
Royal Albert Hall, London

Richard Fairman

It is five years since Daniel Barenboim
was last at the BBC Proms with his West-
Eastern Divan Orchestra of musicians
from across the Middle East. A lot has
happened since then, little of it good.
The region has descended into another
period of violence, and in 2022 Baren-
boim himself was diagnosed with a seri-
ous medical condition that led to him
stepping back from engagements.

Against that background, it is not sur-
prising that the conductor was greeted
like a returning hero. It is hard to over-
state his standing at the Proms: he made
his debut as far back as 1966 and has led
memorable events such as the
Beethoven symphony cycle in 2012
(before dashing off to be a flag-bearer at
the London Olympics) and the Wagner
Ring cycle of 2013.

He conducts sitting down now, but the
minimal gestures (barely visible when
he holds the baton so low?) seem
enough. Barenboim’s favoured ground
is the Austro-German classics and that
is the focus of this summer’s West-East-
ern Divan Orchestra tour of Europe’s
music festivals, with Rheingau, Salz-
burg and Lucernestill to come.

The Proms audience heard two major
works. Brahms’s Violin Concerto with
Anne-Sophie Mutter edged into con-
sciousness through an almost impossi-
bly tender, drawn-out introduction, and
pace remained difficult to come by
throughout, but Mutter pushed the
music along when she could. She
remains peerless in technique and qual-
ity of sound for this concerto, the high-
est passages on the violin romantically
sweet and perfectly controlled. When
speed arrived in the finale, the perform-
ance took off.

Schubert’s Symphony No 9 also made
a stately start, but Barenboim was more

animated here. He always allowed the
music space to breathe, so Schubert’s
repeated rhythms did not feel relent-
less, nor the players sound stressed.
This was lyrical, glowing Schubert, not

as rhythmically sharp as some, but the
orchestra played with fine balance and

warmth. There was no political speech
from Barenboim this year — only long
and heartfelt applause. %%

Barenboim has spoken about the qui-
etness of Proms audiences. That is even
more evident at the late-night Proms;
the most recent had hushed concentra-
tion for Heiner Goebbels’s Songs of Wars I
Have Seen (2002/07).

The work was commissioned for a
mixed group of players drawn from the
period-instrument Orchestra of the Age
of Enlightenment and contemporary
specialists the London Sinfonietta.
Goebbels selected readings from Ger-
trude Stein’s memoir of living in occu-
pied France during the second world
war; his music does not so much inter-
pret the texts as establish a pensive
mood in which they can be pondered.

Stein’s quirky, everyday observations
are what matter here, at least untila solo

trumpet epilogue compels attention.
Goebbels instructs that extracts be read
by the female musicians, who did so
very professionally at this performance,

and they were well amplified. As at the
premiere, the OAE and London Sinfoni-
etta joined forces, this time conducted
by Chloe Rooke. J#k+r+

The National Youth Orchestra’s

annual Prom is always a fixture worth
catching. The highlight of this year’s

concert was the premiere of Dani
Howard’s Three, Four And . . .,an orches-
tral showpiece of a truly Proms massive-
ness. More than 150 NYO players were
listed in the programme and extra musi-
cians from its companion project NYO
Inspire overflowed into boxes and upin
the gallery. Howard’s music does not
just do the obvious and play it big and
loud, instead offering beautiful, glitter-
ing combinations of instruments — a
surround-sound experience on a grand
scale. Was this the largest orchestra ever
heard in the Royal Albert Hall?

Also on the programme were Missy
Mazzoli’s Orpheus Undone, derived from
a ballet score that contrasts rhythmic
movement and stasis, and an unusually
thoughtful performance of Mahler’s
Symphony No 1, conducted by Alexan-
dre Bloch. It must have taken long hours
of rehearsal and commitment to
achieve so much expressive detail from
such young musicians. s+

To September 14, bbc.co.uk/proms

Hero’s welcome: Daniel Barenboim — ssc/chris chrstodouiou
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FT BIG READ. SUSTAINABILITY

Abundant electricity in the north was supposed to power a new wave of industrialisation, with projects
attracting a rush of investment. The problem now is these pioneers are struggling to scale up.

By Richard Milne
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Can Sweden deliver
agreen energy boom?

»
J'\_ g

arald Mix has what he

describes as a “big hairy

goal”: to set up enough

green companies to reduce

global emissions by 1 per

cent himself. And the Stockholm-based

private equity executive has found the
perfect place to doit: northern Sweden.

Blessed with copious green energy

from its extensive network of hydro-

power, the far north of the Scandinavian
country has experienced nothing short

of a green rush. Thousands of people
have flocked to this often snow-covered
region that straddles the Arctic Circle to
work for companies using the surplus
power, such as battery maker Northvolt
and I12 Green Steel, set up by Mix and
business partner Carl-Erik Lagercrantz.
“It is a Klondike situation, where the
gold is green electricity,” says one execu-
tive working there.

For Mix, cutting emissions in sectors
such as steel, cement, transport and res-
idential heating requires “re-industrial-
isation” on a massive scale, bringing
together some of the world’s higgest
investors and companies with entrepre-
neurs, green technology, government
subsidies and large amounts of renewa-
ble energy.

“The only way that we are going to
save the planet is by actually proving
this represents the single biggest invest-
ment opportunity of the century. It's

really about investment: hundreds of
billions and trillions of capital that

needsto be mobilised,” he adds.

The reality has been far from easy.
Northvolt and H2GS have raised
extraordinary amounts of capital —
€15bn and almost €6.5bn respectively,
from investors such as Volkswagen, Sie-
mens, Goldman Sachs, Temasek, Black-
Rock and an Ikea foundation — making
them some of the best-funded private
companies in Europe. But both are fac-
ing serious challenges over their main
projects and question marks about
future expansion.

Northvolt has struggled to ramp up
production in its first, northern Swedish
gigafactory, losing a $2bn contract with
carmaker BMW — its first customer and
one of its shareholders — causing the
lossmaking battery maker to launch a
strategic review about its growth ambi-
tions and financing needs.

H2GS’s first plant, which will use

hydrogen gas as an alternative to coking
coal to reduce iron ore, is under con-
struction in the north. But its ability to
scale up production is threatened by
problems in accessing enough power
amid a growing dispute with several
Swedish state-backed companies with
their own green steel project, Hybrit.
Critics argue that the green industry
plans are too risky for this country of

10.5mn people, and the local and
national governments backing them.
“The very size of these projects relative
to the Swedish economy means you
jeopardise the national economic sys-
tem,” says Magnus Henrekson, profes-
sor of economics at the Research Insti-
tute of Industrial Economics in Stock-
holm. “In the US or China, even if they
fail, it's manageable. In Sweden, if you
putinso many resources, so many polit-
ical investments and it still fails, it will
harmthe entire economy for decades.”
Christer Gardell, co-founder of
Europe’s largest activist investor Cevian

.

Ttisa
Klondike
situation,
where the
goldis
green
electricity’

Capital and who helped fund Henrek-
son’s research, adds that such large-
scale projects are extremely difficult to
pull off. “There was so much hallelujah
[about northern Sweden] in the early
days. But there was no real analysis of
these big investments that were heavily
supported by taxpayer money, and the
risk involved,” he says.

The stakes are high, for both Sweden

and Europe. As businesses and govern-
ments across the continent pour money

into clean energy, Asian companies
have stolen a march in industries such
as balleries and electric vehicles, while
US President Joe Biden’s Inflation
Reduction Act has seen a surge of green
investment. Northern Sweden has been
much touted as Europe’s answer.

“The Nordics have the potential to be
the Silicon Valley of sustainability,” says
Magnus Tyreman, managing partner
for consultant McKinsey in Europe.

With vast amounts of money invested
in various factories across the region,

one word ison the lips of those involved
in northern Sweden. Now, says Mix, “it’s

really about execution™.

weden’s natural advantage is
its electricity surplus. The
drive to lower greenhouse gas
emissions is forcing countries
to decarbonise power genera-
tion and their industry. In Sweden, the
first part is already done. Northern Swe-
den last year generated 76 terawatt

hours of electricity from its hydropower
and wind farms, but only consumed
33TWh. That surplus of 43TWh is
equivalent to or more than the annual
electricity consumption of countries
such as Hungary, Denmark or Ireland.

Due to poor transmission links to the
south, Sweden’s surplus electricity is
largely trapped in the north of the coun-
try, attracting interest from a range of
companies keen to exploit it.

Social media group Meta was the first
big business to react, opening its first
data centre outside the US in Lulea, a
port and steel city in northern Sweden,
in 2013. “This was an important thing to
happen because it gave a new picture of
northern Sweden. It showed the clean
air, the clean water,” says Lorents Bur-
man, mayor of Skelleftea, a town south
of Lulea.

Skelleftea Kraft, the municipality-
owned power company, saw the chance

Green investment surges in northern Sweden
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to exploit its own power surplus, beating
offers from about 40 Nordic cities in
2017 to attract Northvolt to build its first
gigafactory. Joachim Nordin, chief exec-
utive of Skelleftea Kraft, says it was
important to attract a company that
would create a lot of jobs, unlike data
centres. Northvolt expects to employ
3,000 workers when its factory is com-
pleted; Meta says its Lulea data centre

supports about 300.
Northern Sweden’s energy boom is

leading to a big reversal in the region’s
fortunes. The population in most north-
ern lowns has declined steadily in the
past decades as young people in particu-
lar moved to the warmer, lighter and
more prosperous south.

“The picture of our region from the
rest of Sweden is: a place you want to
leave. But this has always been an area
where we have a lot of natural
resources, says Carina Sammeli, the
mayor of Lulea. “Now we are at the start
of a green industrial revolution. We
need to be fast, because it’sabout being
the first on the market.”

Hybrit’s test facility for green steel is
based in Lulea while Spanish fertiliser
Grupo Fertiberia, as part of the
Power2Earth consortium, is planning to
build a plant there and H2GS’s first fac-
tory will be close by in Boden.

Lotta Finstorp, governor of Norrbot-
ten, Sweden’s northernmost and largest

county, says she is now inundated by
requests from ambassadors wanting to

learn more about the north.

The sudden boom is bringing head-
aches, however. Housing is a big prob-
lem. Such is the surgein foreign workers
moving to Skelleftea that house prices
have shot up, while some people had to
live temporarily in shipping containers.
Upgrading infrastructure such as roads
and rail is time-consuming in bureau-
cratic Sweden, as is securing permission
for new factories. “It’s permits, permits,
permits. We have to go faster,” says Ebba
Busch, Sweden’s minister for energy,
business and industry.

There is also the issue of what climate
activists such as Greta Thunberg call
“green colonialism” — using the cloak of
green projects such as wind farms to
usurp the rights of the Sami, the indige-
nous people in the north. Thunberg and
others have protested against a number
of mining projects and wind farms, both

in Sweden and Norway. Busch concedes
that “it’s a difficult balancing act”
between combating climate change and

protecting nature.

And there are even questions about
northern Sweden’s trump card: its elec-
tricity surplus. The amount of electric-
ity needed by some projects would
eventually eat it up. LKAB, the state-
owned iron ore mining company, esti-
mates it will need 70TWh of power by
2050 to reach zero carbon emissions.
That is equivalent to 43 per cent of total
Swedish electricity production last year.
Hybrit and H2GS estimate they would
each requireabout 15TWh.

“The surplus will be gone and gone
again with these efforts. So the big ques-
tion is: where is the power going to come
from?” asks Cevian’s Gardell.

Energy executives say it will have to
come from wind farms, noting that
there is still time to build them, as long
as Sweden acts fast. “I'm not especially
worried,” says Nordin of Skelleftea

e

Kraft. But he concedes that there is
heavy local opposition to windmills.

owever, it is the perform-
ance of the supposed
crown jewels of the green
transition in northern Swe-
den — Northvolt and H2GS
— that is drawing the most attention.
Mix argues he is setting up an entirely

new asset class, and that “we are early
oninthat process™.

Peter Carlsson, Northvolt co-founder
and chief executive, adds: “It is a very
critical time for Europe, the next couple
of years. The way we and others are exe-
cuting, and to some extent being sup-
ported by the LU, is going to determine
the long-term outcome of what the [bat-
tery] industry looks like globally.”

Mix says “industrial scale-ups” fall
between the cracks of existing asset
classes such as start-ups, infrastructure
projects and private equity. The compa-
nies are young, but need massive
amounts of capital. Their financing —
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involving offtake agreements where
customers such as carmakers and steel-
makers agree to buy their future prod-
ucts — is like infrastructure, but is back-
ing arelatively risky start-up, not a well-
regulated single project.

“Northvoltis the first real example of
how you can create a new business
model, how you can create long-term
partnerships between suppliers and
customers, defining what a green pre-
mium should be,” Mix adds.

The battery industry is dominated by

Asian companies such as China’s CATL,
Japan’s Panasonic, and Korea’s LG and
Samsung. But Northvolt was the first

homegrown European battery manu-
facturer to produce a cell from its own
gigafactory, in late 2021. The problem
has been in scaling up.

Northvolt’s Skelleftea plant now has
16GWh of capacity but is currently pro-
ducing well under 1GWh of batteries.
The company declines to give the exact
figures, but Carlsson says it should reach
1GWh if it manages to increase its pro-
duction four- to fivefold over what it
produced in the second quarter. In
2025, it should manage “a handful” of
GWh. When announced in 2017, it said
the full factory would be completed in
2023 and produce 32GWh.

Truckmaker Scania expressed frus-
tration last year at the slow pace of
deliveries. Meanwhile, Northvolt
blames the Covid-19 pandemic for
much of its own delays, as well as a pro-
duction shutdown following the death

Skelleftea in
northern
Sweden. The
region has used
its surplus
power supply
to attract
companies and
investment.
Below: Hybrit, a
joint venture
between

state-backed
SSAB, LKAB and
Vattenfall,
estimates it

will require
about 15TWh

of power for

full production

Charlie Bibby/F 1

"We are at
the start of
a green
industrial
revolution.
We need to
be fast,
becauseits
about
being the
first on the
market
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of a worker last year. Its net loss deep-
ened to $1.2bn last year compared with
$285mn in 2022, but it still has more
than $50bn of orders.

Northvolt will report on its strategic
review to the board in September, which
is likely to include reassessing plans to
open new gigafactories in Sweden, Ger-
many and Canada. The aim is to ensure
“the core engine of Skelleftea is getting

up and running before we take the next
steps”, says Carlsson.

This is taking place against the back-
drop of lower-than-expected demand
for electric vehicles, which many in the
sector believe will cause a clear-out
among battery start-ups and estab-
lished players. If Northvolt does not suc-
ceed “the whole business model fails
with them”, says one well-connected
technology investorin Stockholm.

H2GS has also faced delays, and is
now forecasting it will produce its first
steel in two years’ time at Boden, versus
its forecast from 2021 of this year. It is

planning other plants in Canada, Portu-
gal and Rrazil for its green steel. Rut a

second phase of production at Boden is
uncertain after Vattenfall, a state-
owned utility, moved it behind another
state-owned company, steelmaker
SSAB, in the queue for electricity.

H2GS executives have reacted furi-
ously, as they have to their difficultiesin
getting iron ore from the local miner,

LKAB. LKAB insists there is not enough
capacity on the local railway to ship iron

ore to H2GS, and Vattenfall says SSAB’s
plans are more mature. But for H2GS it
is no coincidence that LKAB, SSAB and
Vattenfall are the three companies
involved in its rival — Swedish green
steel venture Hybrit.

Mix is undaunted by the problems of
two of the main assets for Vargas, his
holding company together with Lager-
crantz. Vargas has just launched Syre, a
joint venture with retailer H&M to pro-
duce fossil-free polyester. Last year, it
helped start up Aira, a heat pump
maker and seller. In future, “we would
see the logic” on aluminium while
“cement is interesting”, Mix says. “It’sa
question about bandwidth and the
importance of focus.”

His goal to reduce global emissions by
1 per cent may seem unachievable now.
But Mix says taking 5 per cent market
share in sectors that could disrupt the

transport, steel, textile and heating
industries could get him there in the
decades ahead. In any case, he argues

his biggest impact would be “to demon-
strate it’s possible to make great
returns’.

A common refrain in Sweden is: what
happens if the country’s push does not
succeed and Europe loses its leadership
on green industrialisation? In Stock-

holm, Busch, the deputy prime minis-
ter, warns that, were this to happen, the
dependence the EU had on Russian gas
would be “a summer breeze” in compar-
ison to how dependent the bloc could
become on China.

“The EU’s route to the green transi-
tion very much goes through China. We
are saying that it could go through the
EUitself,” she says.

Sammeli, Lulea’s mayor, is confident
her country can lead the green revolu-
tion: “Right now, we are the first mover
on this. It will be done somewhere.
Maybe itisin Sweden.”
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Digital meatballs and the
rise of branded games

Ewan Whte

Elaine
Moore

n the real world, Ikea stores are

designed to be labyrinthine. Still,

the company’s pixelated virtual

shop beats them all. Not only is

there no way out, there is no out-
side. Sowhy do hundreds of thousands
of people wantto work here?

Earlier this year, Ikea announced
that it would pay 10 remote workers
£13.15 an hour to staff a new store
inside Roblox, the gaming platform
that became wildly popular during the
pandemic. The company says it
received more than 178,000 applica-
tions for the jobs. That number is
either a depressing commentary on
how difficult the job market is for
young people or proof of how popular

Roblox is. Probably both.
As workplaces go, virtual stores

are aseptic in the extreme. There

are no boxes of merchandise to lug
around and no sore feet at the end of

Creating your own
universe is a lot more
labour intensive than

hiring an ad agency

the day. But there is not a huge amount
todoeither.

When Ilog into The Co-Worker game,
I can make my avatar run around on
her blocky legs until she finds a
worker in a T-shirt that says Ilej.
He waves me over and offers to
take me to the canteen where I'll
find Ikea’s famous Swedish meatballs.
And then . . . what? He does not have
any products to sell me. This store
is not intended as a moneymaking
exercise. What Ikea has created is a
way to meet young consumers. It is a
form of branded content dressed up
like agame.

If you don’t spend much time on
gaming platforms like Roblox it may
come as a surprise to learn that there
are a lot of these quasi-adverts around.

This year the Welsh tourist board
made a metaverse version of Wales

complete with castles and mountains
on gaming platform Spatial. Last year,
McDonald’s Hong Kong built a
‘McNuggets Land’ game inside The
Sandbox in which players sell McDon-
ald’s food alongside, confusingly, co-
workers who are nuggets.

Creating your own universe on a
gaming platform is obviously a lot
more labour intensive than paying an
ad agency to knock up an image or
two. But what else can companies do
when young people have stopped

watching live television and keep opt-
ing out of targeted online ads? Plus
there’s always the chance that immer-

sive experiences will build goodwill.

Roblox, based in San Mateo a few
miles south of San Francisco, is wel-
coming corporate content with open
arms. After spending 17 years as a pri-
vate company, Roblox decided to join
the giddy wave of tech listings in 2021.
In that pandemic year the company’s
revenue doubled and it came closeto a
$78bn valuation. Since then, however,
growth has slowed. Players had to go
back to work and school (Roblox has a
lot of nine- to 12-year-old users) and it
now trades with a market value of
$23bn. It has yet to report annual
profit. Advertising is one way to bump
those numbers up.

That this is happening on Roblox
instead of Meta’s metaverse will be
galling to Mark Zuckerberg. Roblox
does not require expensive virtual
reality equipment and its avatars look
like Lego characters. It hasa decidedly

low maintenance vibe and some of the
most popular games are simple and

user generated. Yet it has nearly 80mn
players.

They do more than game, too. Last
year a group arranged to gather on the
platform and create a digital protest in
support of Palestine.

With typical tech exec humility,
Roblox chief executive David Baszucki
has suggested that Roblox could one
day be the dominant form of commu-
nication. As he sees it, we moved from
the telegraph to the phone, to video
and now “3D simulation communica-
tion” (a term that could use some
workshopping).

But commercial endeavours are still
in an experimental phase. Itis not easy
to balance brand building with enter-
tainment for a community that is wise
to ad trickery. H&M has a Roblox
game called Loooptopia, for example,
that leans so far into the “gaming” side

of things that you might not know it
came from the fashion retailer. And
when Walmart launched its Roblox
Walmart Land in 2022 its marketing
officer appeared on the platform
watched by a lonely solo player.

If companies care to listen, they
might learn from the mistakes made
in Second Life, the oldest virtual
world. Go all the way back to the
early 2000s and brands such as
Apple and Reebok were all building
storefronts inside Second Life. But
within a few years it had become
the equivalent of an abandoned
mall. There wasn’t much to do, which
put players off.

Turning branded content into
games isone way around this — so long
as the game is fun. Paying people to
work in a virtual store is one thing.
Giving them a reason to visit for free is
another.

elaine moore@ft com

Diverting troops from
defending the frontline in

Donbas is a sizeable gamble

Ukraine’s surprise counter-incursion
into Russia’s Kursk region, the biggest
advance by either side since Kyiv’s rapid
liberation of Russian-occupied territory
in Kharkiv in late 2022, is nothing if not
bold. It is also a huge gamble. Diverting
some of Ukraine’s best troops away from
defending its eastern front may seem
foolhardy. Provided Kyiv can avoid it
turning into an excessively costly
endeavour, however, the rewards poten-
tially outweigh the risks.

Ukraine’s 30km-plus advance beyond
its own border — the first time Russia
has been invaded by foreign troops
since the second world war — began last
Tuesday. President Volodymyr Zelen-
skyy confirmed it only on Saturday, and
has said little about its aims. But
attempting to turn the tables on an

has worked hard to maintain. Some
local media reports suggest fear and
confusion in Kursk and the neighbour-
ing Belgorod region, with thousands
evacuated from border areas.

Ukraine has learned, too, that success
on the battlefield is the best way to per-
suade its international allies to step up
supplies of military aid and equipment.
By executing what appears to be a highly
mobile attack utilising western-sup-
plied armoured vehicles and air
defences, Kyiv sends a message to west-
ern capitals that such support is not in
vain. And, while there are big questions
over whether it has the manpower and
equipment to maintain its gains long-
term, holding some Russian territory
could strengthen its hand in any negoti-
ations with Moscow.

One big risk of Ukraine’s gambit is
that it could not only be forcibly driven
out of Kursk but will lose troops and
equipment in such quantities that it will
harm its ability to hold back the Rus-
sians elsewhere. Another is that Russia,

aggressor or break military deadlock
with a shock advance into an adver-
sary's lands is a tactic with a long pedi-
gree. In this case it could pull some Rus-
sian forces away from Donbas, where
Moscow has made steady if costly gains
this year, easing some of the pressure on
Ukraine’s defences.

It also exposes and exploits Russia’s
biggest vulnerability: its own vast bor-
ders. It may compel Moscow toredeploy
some troops and equipment that could
otherwise be used in Ukraine to defend
its frontiers against similar incursions
elsewhere. A clearly irked President
Vladimir Putin will not want to allow
thisto happen again.

Indeed, perhaps the biggest impact of
Ukraine’s advance is psychological. For
Ukrainians worn down by nearly two
and a half years of war, who polling sug-
gests have become more open to peace
talks, it provides a demonstration that
their army is still capable of positive
shocks. In Russia, it punctures the nar-
rative of invincibility that the Kremlin

claiming its territorial integrity isin
peril, will threaten to move up the lad-
der of escalation. Putin needs little
excuse to rattle the nuclear sabre.

Yet for all its propaganda worth to
Kyiv, seizing part of one Russian region
is hardly an existential threat for Russia.
And there is deterrent value in western
supporters displaying their readiness to
back decisive action by Kyiv. Western
capitals, seemingly caught unawares by
the Ukrainian offensive, have rightly
signalled implicit approval in their pub-
lic remarks. They have defended Kyiv’s
right to use western-supplied weapons
in its Kursk operations — noting that
international law says a country defend-
ing itself against foreign attack can also
do so on the attacker’s territory.

Ukraine’s advance into Russia may
yet turn out to be a turning point,
a strategic blunder, or neither. But
achieving military success sometimes
requires bold throws of the dice. Not for
the first time, Ukraine’s president has
just made one.

By executing
what appears to
be a highly
mobile attack
utilising
western
supplied
vehicles and air
defences, Kviv
sends a message
to its allies that
such supportis
not in vain
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Labour will not solve tech skills gap by curbing overseas hiring

the best talent from around the world.
We cannot effectively tackle the
skills shortage in key industries if we
are limiting opportunities for growth
and failing to attract a diverse pool of
engineers and technicians into the

candidates. The current skilled
workers visa threshold of £38,700 has
priced many employers out of the
international graduate recruitment
market.

We need to see a dual approach of

The UK government may be
committing to tackle skills shortages in
engineering and technology by building
up and training home-grown engineers
and technicians — but this should not
come at the cost of limiting the number

The independent Migration Advisory
Committee’s review will be critical in
understanding the issues employers
face in attracting and retaining
engineers and technicians in the sector.
It’s therefore vital for companies to

of high-skilled overseas recruits into fully contribute to this review and have | building a resilient domestic pipeline of | sector.

the engineering and technology sector a voice before decisions are finalised. engineers and technologists — starting Stephanie Baxter

(“Cooper signals move to curb overseas We know the sector is already facing in schools, and looking at upskilling Head of Policy, Institution of Engineering
hiring for engineering and tech jobs”, issues with recruiting for graduate and reskilling throughout people’s and Technology

Report, August 12). positions and this includes overseas careers — while continuing to attract Hitchin, Hertfordshire, UK

A former member recalls | ./, gswx | Reaganite approach to Worth remembering how
Opus Dei's methods A~ inflation is the wrong one | Britain built its stately piles
I read with interest Antonia Cundy’s " The rate-cutting ritual you describe in You write that Blackstone boss Stephen

Schwarzman is running into “newt
trouble” at his £80mn English country
estate (Report, August 7).

The story points up the over-
regulation of the business community
in Britain, where the frequent results
are constricted growth and
unwarranted bureaucratic power.

Protecting the little amphibians to
the extent adverted in the article risks
not seeing the forest for the trees.

Even if  am wrong that the critters
are probably more resilient than
planning rules seem to contemplate,
how many great houses would grace
Britain’s sylvan acres today had the
philosophy of such regulation applied
to them?

That many were built, with money
flowing down to skilled and unskilled
labourers and contractors, is testament
to the efficacy of even imperfect
markets versus highly interventionist

ones. Schwarzman’s intended upgrade
would similarly spread the wealth. Add
to which many surviving old piles are

report "Opus Dei group accused of
recruiting children” (August 5). The
accounts given by former members of
the conservative Catholic group exactly
match my own experience as a
numerary member from 1974 to 1979,
joining when I was 15. I wrote a book
about my time in the organisation. In it
I tried to expound on and warn about
the methods used by Opus Dei when
dealing with young adults which
amount to brain or soul washing,
inculcating certain ways to think, feel
and emotionally react.

If these methods are employed on a
young person, it will be unimportant
whether he or she already has the legal
status of a member of Opus Dei or not
— one of the issues you discuss. The
true scandal is that Opus Dei is still
able to disguise the methods by which
it recruits adolescents.

These people often come into contact
with Opus Dei via institutions (youth
clubs, student homes) and offerings (eg
computer courses) whose connection

your editorial (FT View, August 2) is
based essentially on political
calculations to address inflationary
pressures, and not necessarily sound
€COoNOMmICs.

Inflation is a phenomenon born of
excess demand over supply, and there
are two ways to restore the balance
between the two. You either (a)
increase supply or (b) decrease
demand. Central banks’ involvement
originated in the last century when
conservative economic thinkers
advised governments, like the Reagan
administration in the US and the
Thatcher government in Britain, to
address the problem of inflation by
cutting demand. As you rightly say:
“Higher rates have squeezed demand,
and central bankers deserve credit for
helping to contain and bring down
inflationary pressures.”

Yet the social costs, in terms of
unemployment and stagnant wage
growth, are enormous. It would be less
costly if we instead adopt option (a) as
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Opus Dei. Instead, they are operated by
associations founded and run mainly
by members of Opus Dei. The young
visitors — or their parents — cannot
know that one of the main aims of the
youth clubs is the recruitment of new
members for Opus Dei by those who

with Opus Dei is not obvious. run the youth clubs. many governments are now doing. admired for their aesthetic qualities.
For the youth clubs or student homes | Klaus Steigleder Mehdi Al-Bazzaz Why not his, potentially, in time?
are not owned or formally run by Opus | Professor of Applied Ethics, Former World Bank Economist, Gary Gillman

Dei. Legally they are not institutions of | Ruhr University, Bochum, Germany Alexandria, VA, US Toronto, ON, Canada

rom afar, Turkey’s stray dogs

can resemble stuffed
animals: big, harmless, furry

There was little reprieve when we
eventually reached Turkey’s capital
Ankara. Our hotel was next to a park

showing reels of hulking street dogs
attacking people across the country.
But animal rights activists countered

OUTLOOK

ASIA

creatures with a penchant that was home to a particularly with protests, labelling the mooted
for basking in the hot sun. aggressive pack. It was heartwarming | legislation a “massacre” law.
I thought little of them when my to see residents feed them each day. The AKP eventually backtracked on

wife and I embarked on an odyssey to
move our 12-year-old greyhound mix

Ricardo from London to Ankara after
my appointment last year as Turkey

But it was less heartwarming when

they gave chase to us as we took

Ricardo out for his daily walks.
The 4mn-strong street dog crisis

the plan to kill dogs that are not
adopted within 30 days. Parliament,
which is controlled by the AKP and its
coalition partners, late last month

How street
dogs haunted

correspondent. divides Turkish society. Harrowing passed legislation that will require
. The journey across Europe involved | stories in local newspapers show municipalities to collect stray dogs. It
mYJO urney sleeper trains and cars. Ricardo had children being hit by cars while clears the way for them to kill dogs
the time of his life, eating schnitzel in running away from stray packs and that are aggressive, sick or pose a risk
Vienna and pizza in Rome, A hotel in public health officials worry aboutthe | to public health.

Patras even laid out a dog bed filled
with treats.

When we finally crossed the
Turkish frontier on a small ferry that
glided across the glittering Aegean Sea

spread of disease. But others say the
dogs have been a beloved part of life
here for centuries. It is common to see
people leave dog food, chicken bones
and even pasta out for strays —

Many worry the new rules will give
local governments and those who hate

animals the green light to start a cull.
“There is no doubt that we will

witness mass killings in a very short

through
Anatolia

from the Greek island of Kos to something Ricardo regularly tries to time,” said Kerem Turung an Istanbul-

Bodrum in southern Turkey, our avail himself of in our neighbourhood. | based attorney.

spirits were high. For the past two decades, Turkey Surveys show a consensus in Turkey
But it took less than 24 hours in the has implemented a policy of catching that stray dogs should be removed

country to dispel my fantastical image | street dogs, sterilising them and from the streets, but few want to see

of Turkish street dogs as gentle giants.
Walking through a small town on
Bodrum’s outskirts to try midye dolma,

widescale culls. Many worry that even
if Turkey attempts to kill unwanted
animals humanely, such an operation

returning them to where they were
found. But patchy implementation
meant the dog population boomed.

a delicious dish of rice-stuffed President Recep Tayyip Erdogan could lead to savage practices.
mussels, three or four huge dogs this spring called for sweeping Turkey’s main opposition party,
appeared on the sidewalk and charged | changes to Turkey’s street dog policy, which controls the country’s biggest
at us, barking and snarling. saying the crisis was holding back the cities, has vowed to fight the new rules

My wife Victoria and I chalked itup | country from becoming more in court and said it would not
to a freak incident in a remote developed. His Justice and implement them.
location but we were wrong: stray Development party (AKP) stoked For now, like many Turkish

dogs haunted our trip through
Turkey’s Anatolian heartland. Every
petrol stop involved being chased by

furious debate when it floated a plan
to round up street dogs into shelters
and kill those not adopted within 30

residents, I am anxiously hoping that
animal lovers’ worst fears won't come
to fruition, while also keeping Ricardo

packs of dogs, some of whom escorted | days. far away from roaming dog clans.
our car out as we drove from the State television bolstered the
b)’ Adam Samson forecourt. president’s case by continuously adam samson@ft com
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Global inequality is narrowing — and that is cause for celebration

Shekhar
Alyar

magine that across the length and
breadth of America, working-class
wages grew much faster than the
incomes of millionaires. Rustbelt
states started catching up with their
more prosperous coastal counterparts.
But these developments came with a
caveat: greater income inequality in Bev-
erly Hills. The pay cheque gap between
Leonardo DiCaprio and his supporting
cast increased. Superhero sequels
crushed indie movies atthe box office.
Taken as a whole, these developments
would be cause for joyous celebration.
Few would shed a tear for the Golden
Globe nominees falling further behind
their Oscar-winning colleagues.
Something analogous to this happy
fiction has been happening at a world-
wide level over the past hall century.
While the public discourse focuses over-
whelmingly on rising domestic inequal-

ity in western countries, global inequal-
ity has fallen sharply, primarily due to
the rise of two Asian giants, China and
India. In 1980, the two countries
accounted for almost 40 per cent of the
world population but only 5 per cent of
world income. Today they still make up
roughly the same share of global popu-
lation, but account for a much larger 25
per cent of global income. The global
income distribution remains unequal,
but not nearly as unequal as it used to be.
Since they started liberalising their
economies in the late 20th century, both
China and India have been utterly trans-
formed from the plodding and insular
economies they used to be. In neither
country was liberalisation a once-and-
for-all event; reforms gathered speed at
times and subsided or even went into
reverse at others. Nonetheless, the over-
all trajectory has been unmistakable.
Both countries registered a step-in-
crease in GDP growth post liberalisation
compared with previous decades. More
important, the economic dynamism
lifted all boats. Although both countries
saw anincreasein inequality after liber-
alising, there was nonetheless rapid

income growth even at the bottom of the
income distribution. The steep fall in the
number of people living in absolute pov-
erty in China and India must count as
one of the most dramatic improvements
in human welfare in the history of the
world. Together, the two countries were
responsible for lifting an astonishing
1.1bn people above the international
poverty line over the past four decades.

Together, India and China
were responsible [or lifting
L.1bn people above the
international poverty line

Over the same period, income ine-
quality rose sharply in the west, so
much so that it now dominates the polit-
ical discourse and is one of the chief cul-
prits behind a resurgent populism on
both sides of the Atlantic. In most OECD
countries the labour share of income
has declined substantially in recent dec-
ades, with the gains from economic
growth accruing disproportionately to

the owners of capital and the highly edu-
cated. A vivid illustration is provided by
the US, where GDP per capita has more
than doubled since the mid-1980s, but
median household income has risen by
only about 30 per cent.

These numbers are disturbing and
politically consequential. They have
fuelled populist attacks on what might
be called the liberal economic order: a
system of free(ish) trade and cross-bor-
der investment, substantial immigra-
tion from poor to rich countries, and a
rules-based international order adjudi-
cated by institutions such as the World
Trade Organization.

Butthey need to be put in perspective.
The US and western Europe collectively
comprise about 11 per cent of the global
population. Their deteriorating domes-
tic income distributions must be set
against the gains made by vast numbers
of much poorer people. The economist
Branko Milanovic has pointed out that
the Theilindex —a standard measure of
global income inequality — has shown
considerable improvement since the
1980s, with widening within-country
inequality more than outweighed by

narrowing between-country inequality. :

How should a universalist — some-
body who holds that human life has
equal worth irrespective of location —
regard the overall trajectory of the past
half century?

The philosopher John Rawls sug-
gested that questions about the just :
ordering of society should be considered :
from behind a “veil of ignorance”. If you :
knew nothing about your own :
attributes — whether you were rich or
poor, male or female, Chinese or Ameri- :
can — which society would you choose :
to inhabit: today’s world, or the world of :
50 years ago? Given that your chances of
being Chinese or Indian are roughly :
two-fifths, while your chances of beinga
westerner are about one-tenth, you
would almost certainly choose the :
Today any western company risks being
not obscure the much wider progress of
. and politically motivated outfits. Just as
. the armed forces run exercises for all
The writer is a Visiting Scholar at Johns
Hopkins SAIS, a Non-Resident Fellow at
. model national crises.
He is currently writing a book entitled ‘A
. rail lines had been sabotaged, the first
. thought of Tomas Kopecny, the Czech
. Republic’s envoy for the reconstruction

present. Trouble in Beverly Hills should

those who live on less elevated ground.

Bruegel and a Visiting Professor at NCAER.

Defence of the Liberal Economic Order’
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How enduring
autocracies
can also end

GEOPOLITICS

Alec
Russell

iven Chinese officials’ pen-
chant for diplomatese, not
to say dialectic, it seems
unlikely that the agenda for
the ruling party’s annual
“retreat” to a beach resort this week will
set attendants’ pulses racing. But if the
officials really wanted to be kept on
their toes, there should be a last-minute
change to the schedule to include a ses-

sion on helicopters and autocracy — or
rather on the lessons from the over-

throw of Bangladesh’s long-serving
leader, Sheikh Hasina.

Her flight by chopper from her resi-
dence in the face of an enraged crowd is
not just a reminder of how seemingly
the steeliest systems can be vulnerable
to people-power; she had ruled increas-
ingly despotically for the last 15 years. It

is also the latest manifestation of a spirit
of anti-incumbency sweeping the world.

Whatever happens in Bangladesh now
— and the revolution may not have a
happy ending — it does seem after all to
be premature to sound the knell for glo-
bal democracy.

This year opened with a plethora of
warnings about its fragility. (I should

knowas I wrote an essay on the theme.)
The argument has firm statistical foun-

dations. For 20 years after the fall of the
Berlin Wall, democracy was on a roll.
Then the spirit of pluralism started to
wither, not least in the world’s largest

democracy, India. Simultaneously,
established autocracies have become

more bullish. China and Russia have in
different ways turned more hardline.
Allies and client statles have Ltaken nole.
Democracy seemed in the doldrums, if
not decline.

Yet, halfway through the so-called
year of democracy, in which more peo-
ple are voting than ever before, a subtler
narrative has emerged. If there isa com-
mon theme, it is that in election after
election, whether in established liberal
democracies, such as Britain and
France, younger more rambunctious

democracies with a dominant party
such as India or South Africa, or author-

itarian states such as Venezuela — and
Turkey in its local elections — the
incumbent has had akicking.

And now Bangladesh. When in Janu-
ary it became the first country to vote in
2024, it seemed a harbinger of a grim
year at the polls: Sheikh Hasina secured
a fifth term after a sham of an election.

Yet voters have had the last word. They
may not have been able to oust her via

the ballot box but they have via the
street.

Inspiring as it is, Bangladesh’s
upheaval does not of course on its own
dispel the clouds over global democracy.
Olusegun Obasanjo, Nigeria’s former
president, warns of a frustration in

Africaabout westernliberal democracy.
Democratically elected leaders in Kenya
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and Nigeria have been served notice by
street protests that victory at the ballot
box is not a free pass. The most conse-
quential election of all is still to come, in
America, with the Republican candi-
date, Donald Trump, an avowed sceptic
of the niceties of democracy. But right
now if the FT was voting for its person of
the year, the “voter” would be the obvi-
ous choice.

So what is an autocrat to make of all
this? Digital technology has made it
much easier for them to install surveil-
lance states and exert control, and also
to collaborate with other rogue actors in
business and politics. Also, after the
west’s debacles in Iraq, Afghanistan and
Libya, Washington is seen in some parts
of the world as a diminished rallying
force for opposition parties. But auto-

Strongmen rulers are not
Immune to the pandemic
of incumbency fatigue
sweeping the world

=

crats are not immune to the pandemic
of incumbency fatigue.

The cannier know there are two
golden rules for survival: keep the army
on side, and feed the people. Sheikh
Hasina’s downfall had echoes of the
most famous case of an autocrat fleeing
by helicopter: Nicolae Ceausescu,
Romania’s longtime tyrant, in Decem-
ber 1989. Readers with longer memories
will recall grainy footage of crowds out-
side the Communist party headquar-
ters. The key moment was when shouts
of armata e cu noi (“the army is with us”™)
rang out. The army — after days of shoot-
ing demonstrators — had changed sides.

So too the turning point in Bangladesh

was when the army, traditionally close
to Sheikh Hasina, made clear it would

no longer repress the protests. In con-
trast, Venezuela’s leader, Nicolas
Maduro, has made sure the army lead-
ers are embedded in a web of dealsand
corruption — as they are to different
degrees in Beijingand Moscow.

Sheikh Hasina also lost sight of the

second rule. She presided over jobless
growth. Autocrats can oversee a basket
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case and survive. Zimbabwe is a case in

totalitarianism plus isolation can ensure
regime survival.
But the most powerful autocracies,

militarised economy, he does not sleep
easily at night.

Covid restrictions. The apparatchiksare

for this week’s “retreat”. Quite right. It’s
not just vital in the strategic competi-

survival too.
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High time for the UK to shine a light on foreign government lobbyists

Casey
Michel

or years, the foreign lobbying

industry in the US has run

rampant through Washington.

Working at public relations

shops, law firms, consultan-
cies and more, these foreign lobbyists
have signed up kleptocratic clients
around the world, spinning dictator-
ships as supposedly pro-American
forces. In the process, they’ve not only
made billions of dollars, but have gained
entrée to the highest rungs of American
political power — and helped their dicta-
tor-clients entrench their rule that
much further.

The entire industry is a sordid blight
on the American body politic. And it is
all perfectly legal.

There is, however, one tool that
Americans have to track what these
foreign lobbyists are doing, who they're
meeting and how much money they're

making in the process. It's known as
the Foreign Agents Registration Act
(Fara) — and it’s been the single
greatest pro-transparency tool the US,
or anyone else, has ever seen when it
comes to the world of foreign lobbying.
It is a tool that the UK, which also
has foreign lobbyists running amok in
London, would be wise to emulate, as
soon as possible.

Fara dates back to the 1930s, when
American legislators uncovered pro-
Nazi lobbyists working in the US. As a
result, the creation of Fara required all
those lobbyists representing foreign
governments and foreign entities to reg-
ister their work with the federal govern-
ment — to disclose their clients, their
payments and their resulting work in
the US. In recent years, these details
have all been digitised — meaning that
anyone with computer access can
search through the Fara database for
information on, say, which firms are
working on behalf of Beijing, or what
autocratic rulers like Saudi Arabia’s
Mohammed bin Salman are doing with
American foreign lobbyists.

All of it has led to unprecedented

transparency. Thanks to Fara, we know
that foreign entities have spent over
$5bn since 2016 in the US on lobbying
efforts, with China, Saudi Arabia and
the UAE among the biggest spenders as
recently as 2023. We know that foreign
lobbyists have met the most powerful
members of the US Senate, and helped

lead successful presidential campaigns,

The reach of this industry
has exploded in recent
years and shows no
signs of slowing

and even worked directly as the
national security adviser to the Ameri-
can president. We know that the reach
of this industry has exploded in recent
years —and that, despite a recent uptick
in foreign lobbying-related prosecu-
tions, itshows no signs of slowing.

Fara has, in other words, been amost
powerful tool in illustrating how mod-
ern dictatorships reach directly into

democracies — and how western ena-
blers have helped these regimes spread
their influence around the world.

And yet, despite being such a clear
boon for transparency, American allies
haven't all followed suit in implement-
ing their own versions of Fara. Australia
recently did so, and discussions in Can-
ada are accelerating. Yet London
appears to be conspicuously dragging its
feet on the topic.

It’s not as if the UK is a stranger to
damaging foreign lobbying schemes. An
entire array of British firms and figures
have grown the country’s lobbying
industry.

But because of the paucity of trans-
parency — because there’s no British
variant of Fara — we have no idea just
how much the industry has swelled, let
alone who these foreign lobbyists are
representing, or who they're meeting,
or what effect this has all had on British
policy writ large.

Thankfully, British legislators appear
at least aware of the issue. Last year,
British policymakers passed legislation
creating the Foreign Influence Registra-
tion Scheme. Like Fara, this legislation

will force all foreign lobbyists working
on behalf of foreign governments to reg-

lation will bring special transparency to
those attempting to “carry out political
influence” in the UK.

enacted, with the latest updates saying

later this year. More concerningly,

unnecessary.

These concerns couldn’t be more :

overblown — and the new UK database
all, if the American example is anything

foreign lobbying industry in London —

better off we'll all be.

The writer is author of the forthcoming

racy Around the World’

Companies can
prepare for the
threat of attacks
by hostile states

Elisabeth
Braw

his summer arsonists set
French rail lines alight.

Other unknown actors tried
to break into Finnish water

plants, and staged a cyber
attack that crippled British hospitals.
targeted by hostile states, their proxies
kinds of military risks, governments

and the private sector should team upto

When news arrived that the French

. of Ukraine, was: “Is this just the first
. stage? Will there be more attacks?” It is

. impossible to know whether the
i unknown perpetrators have planned
. ¢ more attacks. We have no way of know-
. ing which companies will be the next
. victims as hostile states and other actors
- seek to weaken the west’s open societies.
. Itfeels hopeless — butit’s not.

Governments are aware of the need

. for such preparation but have been
. struggling to figure out precisely howto
. go about it: which companies should
. participate? What should the exercises
. entail? They should not let the perfect
. bethe enemy of the good.

“Until now, governments’ mindset

. has been, ‘we have to create the perfect
. exercise’,” said Charlotte Petri Gor-
. nitzka, the director-general of Sweden’s
. Civil Contingencies Agency (MSB). “But
. companies want to exercise straight
. away, even if it’s just a table-top exer-
. cise.” Earlier this year, Gornitzka did

Governments and

the private sector

should team up to
model national crises

. just that and invited the heads of Swe-
point: it has a release valve, its border :
with South Africa, across which several
million people have fled for work. North :
Korea is an extreme example of how
. year’s political risk survey report by
WTW, the insurance broker, shows that
. in 2023 more than 70 per cent of the
Russia, China and Tran, need a subtler
compact with their people. Vladimir :
Putin realised early on that if he :
improved living standards he would
have a solid core of support. It seems a
safe bet that for all his outward obdu- : disruption; and 44 per cent reported
racy, and the apparent vibrancy of the :
. many practise for contingencies, but
. that’s not enough when hostile states

As for Beijing, it was striking how :
swiftly it did a U-turn in 2022 when peo- :
ple took to the streets to protest over :
. Republic — tackled the challenge. “I
thought to have prioritised the economy :
. invited some of them,” he told me. “The
. exercise has to be in person. You need
tion with America. Ultimately, it’sabout :
. they’re doing a bunch of other Zoom

. calls at the same time.” Top executives
. should be involved, he said.

den’s trade associations to what one

might call an alpha-version exercise.
Companies are eager to prepare for

harm that may come their way. This

multinationals surveyed experienced
political-risk losses; 96 per cent have
added new political-risk capabilities;
62 per cent reported being concerned
about state-sponsored supply chain

fears of attacks on infrastructure. Yes,

are at the gates.
Three years ago, Kope¢ny — then dep-
uty minister of defence in the Czech

looked at our largest companies and

people to really focus. It doesn't work if

The key to successful exercises is good

. scenarios, and they should include not
. just crises that have already occurred
. but especially those that have not. “You
. need three-four people who know how
. to write an exercise and have done it
. before, for example military officers,”
. Kopecny said. “Or it could be RPG [role-
. playing game] designers. It’s the meth-
. odology that matters. And then you add
. the subject-matter experts.”
ister and disclose their work. The legis-
. crises, the state and the private sector
. will be better prepared whenever hos-
. tile states, their proxies and other forces
There is, however, no timeline for :
when these new regulations will be
. government,” Gornitzka noted. “We
they are “expected” to come into force :
. individuals need to establish links so
the business community has already
voiced concerns about the plans, claim- :
ing the new regulations are onerousand :

By practising all manner of national

target civil society. “In a crisis, compa-
nies need to be able to work with the

need to figure out which groupings and

they can co-operate well.” That means
involving all the relevant sectors and
ministers in each exercise.
Governments and businesses that
have jointly practised withstanding

. non-military assaults should advertise
can’t come online soon enough. After :
. That would reassure markets and make
to go by, the more light we shine on the
. the pursuit.
and on what British lobbyists are doing
on behalf of their dictator-clients — the

the fact that they possess these skills.
prospective aggressors less interested in

Gornitzka’s exercise this summer was
indisputably more modest than

. Kope¢ny’s full-blown version. “But it’s
. amazing how far we got,” she told me.
. Imagine the possibilities.

book ‘Foreign Agents: How American Lob-
byists and Lawmakers Threaten Democ- :
. and author of ‘Goodbye Globalization’

The writer is adviser to Gallos Technologies,
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Automation is coming for private
equity’s junior processing roles

© INSIDE BUSINESS

Gig economy
kept strong by
the US love

of convenience

merican households may

be cutting back on

everything from Big

Macs and caramel

frappuccinos to trips to
Disneyland, but they are not ready to
forgo their takeaways and rideshares
yet.

In an earnings season marked by
company warnings over softer
consumer spending, gig-economy
companies stood out for their
resilience.

At Uber, gross bookings grew by 19
per cent year-on-year to $40bn
during the second quarter. Revenue,
or Uber’s cut from those bookings,
was up 16 per cent at $10.7bn. Both
figures were above expectations.

Unlike the big consumer groups
that leaned on price increases to
offset volume decline, underlying
demand at Uber is up. Trips grew by
more than a fifth to 2.8bn.

It's a similar story at rival Lyft,
which reported a 17 per cent rise in
gross bookings and 41 per cent jump
In revenue.

DoorDash, the largest food-
delivery company by market share in
the US, delivered a 23 per cent rise in
revenue. The number of orders
placed on its plattorm grew by nearly
a fifth to 635mn. Grocery-delivery
service Instacart reported a 7 per cent
rise in order volume and a 15 per cent
rise in revenue.

It appears that consumers
accustomed to the ease of hailing a
ride or having something delivered to
their doorstep with the touch ofa
button are loath to give that up.
Having users who tend to be higher
income helps.

But gig-economy companies —

= L =] 4

Uber’s multi-vertical structure raises its appeal to drivers — spsncer Plait/Gerty Images

| Demand for ridesharing and ‘ I Uber zooms ahead

food delivery remains strong
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which are labour intensive businesses
— can also benefit when the economy
slows. More people look for side gigs to
supplement their incomes. This
increases the pool of drivers and
delivery people. Delivery times and
prices come down; the service becomes
more reliable and affordable. This
helps attract more users.

Still, not all gig-economy stocks are
created equal. Uber, whose global
platform includes rides, food delivery
and freight, has an edge when it comes
to attracting labour and customers.

[ts multi-vertical structure makes it
more appealing to potential drivers by
providing more options for earning
money. They can shift to ferrying
meals when ridesrshare demand slows,
for example.

Uber is also further along compared
with others in reaching profitability,

Share prices rebased
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having reported its first annual profit
on a net income level last year.

By contrast, Lyft is a “pure-play”
ride-hailing company that focuses
mainly on the US market.

It reported its first ever quarterly
profit — $5mn — only during the
second quarter.

DoorDash made a loss while
Instacart reported a 46 per cent drop
in net income to $61mn.

up 57 per cent over the past year to
touch a new high in February, look
fully priced. At 36 times forward
earnings, the stock trades at a
premium to Lyft’s 13 times and
Instacart’s 30 times.

But as consumer concerns start to
hit shares around the sector,
investors may find Uber a good place
to hitch a ride.

Valuations reflect this. Uber shares,

BT canring the changes
for shareholders after
Drahi’s sale to Bharti

There always seems to be a reason BT's
investors are kept on hold. Strategic
mis-steps, operational challenges, a
hypercompetitive sector and a noisy
shareholder roster have kept a lid on
the stock, which is languishing 15 per
cent below where il was five years ago.

The UK telecoms group’s long-
suffering shareholders may finally be
reaching the front of the queue.

A massive signal distortion has been
removed. With the empire of Franco-
Israeli billionaire investor Patrick
Drahi needing to sell assets to reduce
debt, investors had feared that his 24.5
per cent share in BT — worth £3.4bn at
current prices — would be dumped on
the market. Indian conglomerate
Bharti’s acquisition of the entirety of
Drahi’s stake — in stages, upon receipt
of regulatory approvals — does away
with this overhang. It also leaves Drahi
with a loss of about £900mn on his
investment, according to NewStreet
Research estimates.

BT still has plenty of telecoms
investors in its shareholder base.
Following the transaction, 40 per cent
of its capital will be held by Bharti —
which also holds Bharti Airtel —
Deutsche Telekom and Mexico’s Carlos
Slim. A full takeover could be
challenged by regulators and Bharti
said it does not intend to make an offer.
Still, rumours will inevitably swirl.

The presence of these savvy, long-
term telecoms investors is apparently a
vote of confidence in BT and its
strategy. The trouble is, it isn’t the first
one. Drahi’s 2021 acquisition, too, was
touted as a buy signal. Yet had
investors followed in his footsteps, they
would be nursing a significant loss.

This time around, however, BT could
manage a better connection. This has
nothing to do with abating competitive
pressures in its beleaguered sector —
BT is still losing customers in
broadband as rivals compete on price.

Rather, BT is further on in its
investment cycle — something that has
helped the valuation of some European
peers. BT is pouring capex into its fibre
network, up to £4.8bn this year alone
— an undertaking that rattled investors

given the sector’s poor returns on

’ BT has lagged behind

the European sector
Valuation, forward EV to ebitda

Stoxx Europe
telecoms index
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capital. Spending is now falling and is
expected to be £1bn a year lower by
2030. Mathematically, this should lift
free cash flow by two-thirds, even if the
business does not improve. The
company targets a doubling, hoping to
throw some ebitda growth in the mix.

Many telecoms investors have
suffered waiting for sector growth. But
an equity story simply based on
rapidly growing cash flow plus
supportive shareholders has a nice ring
to it. Shame Drahi was disconnected
because he ran out of credit.

UK student housing
crisis will play into
developers’ hands

A-level results day in the UK should
mark the end of a stressful period of
waiting. In recent years, though, soon-
to-be university students have quickly
faced a fresh headache: finding
affordable accommodation amid an
acute student-housing squeeze.

In some of the popular university
cities some students have been housed
in different towns, miles from campus.
It is a pretty poor start to university
life. But investors see an opportunity.

London-listed Unite Group last
month raised £450mn to develop and
buy more student accommodation. But
only in select locations will the maths
add up. There is no evidence that the
accommodation crisis will ease.

University applications this year,
although down marginally on 2023,

were still 6 per cent above pre-Covid
levels, according to UCAS data. Since
2021, though, there has been an
estimated reduction of 100,000-
150,000 beds for students torent in
shared houses. Higher interest rates
and more regulation is pushing small-
scale landlords to quit.

New supply of accommodation, of
the kind purpose-built by Unite and
others such as Empiric Student
Property (ESP), is also 60 per cent
lower than pre-pandemic levels,
reckons the [ormer. On the one hand,
the crisis has enabled landlords to push
up rents. Unile is [orecasling a 7 per
cent increase in rents in its 2024-25
[iscal year. Higher rental prices helped
drive a 14 per cent increase in its half-
year adjusted earnings to £125.3mn.

That sounds like easy money. But
construction costs have also jumped in
recent years, even if inflation is now
softening. Construction costs are now
north of £100,000 per en suite room in
a private purpose-built student block,
says David Feeney a partner at
Cushman & Wakefield.

To make developments worthwhile,
he reckons companies will need to
achieve weekly rents of about £230 for
an en suite room. Only in certain cities,
where general private rental prices
exceed that level, will students be
prepared to pay this.

Shares in student accommodation
developers have followed the general
downturn in real estate investment
trusts as interest rates have risen.

Unite and ESP are selective about
where they develop. An affordability
ceiling will kick in; but for the next few
years at least, the accommodation
crisis should work in their favour.

UK university applications
remain robust

UCAS applicants UK application
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ACROSS

7 Joint troukble following bit of jogging
(4)

8 Periodic table of a certain sort (10)

10 Get lost in Belgium, say, working with
earl (&)

1 One takes the piss out of tact here,
sadly (8)

12 Sex without ties? Sovereign gets none!
44)

13 Bishop avciding flogging is worrying
)

15 Hole in the wall spreads inches out
“9)

18 When to stifle camp stage whispers (6)
20 A large rabbit seen around a hound (8)
22 Avoid 45 minutes with one in a state
@

24 With no cocaine coming in, bust is off
(9

25 They make one go to pals and mess
about (5,5)

26 Wise man always after drop of sherry
@)

DOWN

1 Leave work as a music producer? (4,6)
2 Knickers or slips (8)

3 Very rainy over urban area in Africa (6)
4 In some way like sex with English
soldiers (2,2,4)

5 In bed, general is compellingly brief (6)
6 Caught Russian representative

unclothed (4)
@ New park nice and close for dog (6,7)

14 Monkey with vast rear in stories (10)
16 Loudly insult blokes in costume,
perhaps (8)

17 Dickens fan sits with a novel with
Brown in it (8)

19 Troubles ultimately in store for Putin?
(),

21 Son very close 10 tears causes worry
6)

23 Weaklings ripping the lid off Sprites (4)
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