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Stasiinyour pocket

Smartphone apps ftake surveillance
toanew level —NoTEBOOK, PAGE 8

Johnson

Martin Wolf

d his rogue Tories are to
blame for this Brexit disaster — pace 9

EUROPE

Mixed Morales

After 14 years, is Bolivia falling out of
love with its leader? — i ReAD, PAGE 7

IMF debut
Chiefsounds
low rates alert

Knsm.lma Georgieva makes her first
IMF managing director at the
fonds nmlqmmn in Washington yes-
terday. The Bulgarian economist said
one of her first jobs was to focus on the
impact that negative interest rates were
‘havingon theslowingglobal economy.
Ms Georgieva told the Financial
‘Times her team was looking carefully at
the consequences and exit strategy of
the “prolonged period” of low to nega-
tive rates. She also warned that the IMF
would make “downward revisions” to
world growth rates — currently 3.2 per
cent this year and 3.5 per cent in2020 —
whenitreleases forecasts next week.
Report page 2
Manufacturing malalse page 11
Markets Insight page 20

Mk WisoGety mages

Blockbuster listing in doubt after
US extends assault on China tech

& Megvii Al group stunned & Foreign investors in crossfire ® Possible aid for Huawei rivals

/UAN YANG — BELING
MERCEDES RUEHL — HONG KONG

KIRAN STACEY — WASHINGTON

A US move to blacklist four of China’s
top artificial intelligence start-ups has
thrownablockbuster Hong Kong isting
into dnuM and

ot £ global

Officials in the US government have
suggested issuing credit to European
telecoms equipment makers, such as
Nokia and Ericsson, to enable them to
mach the generous financing terms

the world’ Alstart-ups.
e are al taken aback.” said one of
Megvii's bankers. “No change to plans
now but we will have to see what hap-
pensover comingdays.”
One person close to SenseTime said

according

The decision by the commerce

‘The US accuses four of the 28 addi-

blacklisting after a “positive” meeting
with two US senators | m Bemnglast

so-called entity list, which already
includes Chinese telecoms supplier
Huawei, means US suppliers will no
Tonger be able to sell them products
withouta special licenc

The  US s stepping up its assault on

month. § “deeply

it i Megvi

and Yitu as well as voice recognition

group iFlytek — of aiding the “repres-
on,

and “
‘AlLcode of ethics”. The company had
recently sold its majority stake in a

Xinjiang

= : -
Chinese region of Xinjiang.
Megvii, which has

llextmllnd of trade talks. Itis also look-
ingat waysto funnel money to Huawei's
European rivals to dilute the group’s

already filed its initial public offering
prospectus, and SenseTime, which is
considering a listing. They are among

Both companies ]lzve forelgn inves-
tors, with Macquaric
Investment Autlmnty taking part in
- S ik

Fidelity, Qualcomm, Silver Lake and

el

&

L
Facial
recognition
A
SenseTime
is said to be
‘surprised’ at
the blacklisting

‘Temasek all backing SenseTime. All
investors declined to comment.

IFlytek said it had “planned for this
situation” and the move would have lit-
tleimpactonitsbusiness. Yitu declined

on the list, suspended uading on the
Shenzhen exchange yester

‘The Chinese foreign mlmslry aiti-
cised the US decision, saying it was:
alleged human rights violations in Xin-
jiang as “an excuse for interference in
China’s internal affairs”.

However, it added that trade talks
which have been scheduled in Washing-
ton tomorrow would go ahead: “It is
important we find a solution [to the
tradedispute]”

Huawel rivals page 14

» China i jief takes Nissan hel
‘Makoto Uchida has been elevated to chief executive
while Hari Nada, the whistleblower behind Carlos
Ghosn's downfall, has been sidelined in a bid to end
theriftsat the carmaker.— pace 1

» Impeachment probe subpoenas envoy
‘The House committees leading the Ukraine-related
inquiry into Donald Trump have subpoenaed
Gordon Sondland, ambassador to the EU, after the
im 2

» US basketball storm in China intensifies
State broadcaster CCTV and Tencent have halted
plansto ir the US sport’s pre-season games after
comments from a second National Basketball
Association official.— PAGE 4; LEX, PAGE 10

» Australia launches defence review
Defence minister Linda o
Reynolds has warned that the

region sparked by the failing
US-China relationship.— pAcE 4

» Hong Kong bourse ends London pursuit
HKEX has abandoned its £32bn offer for London

tocreate

tock

‘Refinitiv.— PAGE 11; ANALYSIS, PAGE 13; LEX, PAGE 10

» Norway fund opens up on company votes
‘The $1.1tn ol fund, which owns the equivalent of
1.4 per cent of every listed company, has said itwill

meetings of groups in which it hasa stake.— Ace 12

» Trio accused of lying to save Barclays
‘The first day of the London retrial of former
executives Roger Jenkins, Tom Kalaris and Richard
Boath has heard that they lied about s
‘with Qatar investors to avoid a bailout.— PAGE 15
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Threat of Isls resurgence
behind Turkey’s Syria push

Johnson urges Varadkar to stick with
talks as prospects for Brexit deal fade

GEORGE PARKER — LONDON

SAM FLEMING — BRU

ARTHUR BECSLEY  DUBLIN

Boris Johnson has urged Leo Varadkar

to keep faith with talks on a possible

Brexit deal, despite Downing Street

fears that the prospects for an accord
1

Mr Johnson's team described a 40-
minute telephonecall with Mr Varadkar
as “constructive” and said the prime
‘minister dto is Iris

to leave the EU, they could do it, no

problem, but the UK cannot leave with-
outleavingNorthern reland behindina
SRl

counterpart tomorrow or on Friday for
more talks. “Both sides strongly reiter-
ated their desire to reach a Brexit deal,”

ever,”saida DowningStreet insider.
“The call with Merkel . . . made clear
adealis overwhelmmle unlikely and

hzxavemannsleav'
Analysis » PAGE 2 But the sides remained far apart on inglheclmms
Mr johnson's allies said yesterday that the key issue of howto handle theIrish Sterling xlip];ed to its lowest level
the British prime minister would meet border, with tensions fuelled by what  againstthe euroforamonth.
— [S— 7S mchd.usweek Downing Street called 2 “frank” 30-  Downing Street’s account of the call
&van Onta b G0 imiyin| i Mr Johnson
s o onis Y J
= R s o whichNumberloaiduaocusedMlVar— and Ms Merkel. porters. Johnson s misusing the phone
Gors py onio | adkar and Angela Merkel, German  Mr Johnson's aides claimed Ms Mer- to start a blame game,”
Gee  es psw  Geee | chancellor, deal. Northern would inthe
Egwt 62 Portugal a6 Donald il - in i i chancellor’s CDU/CSU group.
e e Grs
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Washington

Envoy subpoenaed by impeachment probe

US ambassador to EU
ordered to answer queries
over Trump-Ukraine ties
DEMETRISEVASTOPULO AND

LAUREN FEDOR — WASHINGTON

The House committees leading the
Ukraine-related i

personal device. “We consider this
interference to be obstruction of the
impeachment inquiry,” the committee
heads said. “We will be issuing sub-
poenatoambassador Sondland for both

Adam Schiff, the Democrat who

‘that most experts believe wlll lead to

in congressionally authorised military

heads the House intelli

articles of brought

aid to Ukrai d whether he used the

tee, said the text messages and emails
from Mr Sondland’s “personal device”
that were being withheld by the state

Mr Sondland, a former hotelier and
Trump fundraiser, had been scheduled
to appear yesterday before the House

inquiry
into Donald Trump have subpoenaed
Gordon Sondland, US

inquiry. But his lawyer, Robert Luskin,
said th MrSond-

the EU, toappear before
himnot to

land foravol-

testify yesterday.
‘The heads of i I

Mr Luskm said his client was “pro-
” he would not be

led committees — inelligence, over-
slghtznd foreign d the

able to appear, but added that he

were “deeply relevant” to
theinquiry.
“We consider this
interference to be
obstruction of the
impeachment inquiry’

—and passed — against Mr Trump. The
president isbanking on Republican sen-
ators defending him duringa potential
trial in the Senate.

Most Republicans have so far refused
to criticise Mr Trump over his July
phone call with his Ukrainian counter-
part, in which he encouraged President
Volodymyr Zelensky into trying to
investigate Joe Biden — a

funds as a bargaining chip to urge Mr

Zelensky to find dirt on the Bidens, ina

move critics have said would amount to
s e

Monetary policy

IMF chief
urges work
on impact of
negative rates

JAMES POLITI —

The House on Monday

issued subpoenas to the Pentagon and
‘White House budget office. A separate
subpoena was issued to the White
House on Friday after the Trump
inistration di deadlin

for the Democratic

to

nauon and Lhe loca.l business acuvlr

“By preventing us from hearing from
this witness and obtaining these docu-
ments, the president and secretary of

Rgpublman lalwmakkrs defended the
state department’s decision, echoing Mr
Tmmp s criticisms of Mr Schiff. ]lm Jor-

!he\r investigatlon hy prevenung Mr
Sondland from appearing for a deposi-

‘Mr Trump said on Twitter e rould

from geting the facts needed to rotect

Oblo,  said Mr schiff was mnnmg an

love tosend” Mr Sondland ify, but

tion and also blocking him from provid-
ing th i i a

that “he would be testifying before a
y 2

The He

look-

have pro-

The i

ceeded rapidly with an i

Democrats had hoped to sk Mr Sond-
land him-

the ’s manag-
ing director, has asked staff to look
more closely at the risks of negative
interest rates for the world economy,
urging countries to use monetary pol-
icy “wisely” in the face of a “synchro-
nised slowdown” in global growth.

selfand Kurt Volker, the former US spe-
cial envoy to Ukraine, and other offi-
cals, n which Mr Sondland appeared to
confirm that the officials

who became IMF chief on October 1,

told the Financial Times the fund would
accelerate it orlc on the pitallsof

fits first

Mr Zelenskya meeting with Mr Trump
only if he started probing the Bidens.
Additional reporting by Adam Samson in
London

e

“Obviously, if we were to be going
througha more prolonged period of low
o negative interest rates we ought to
more seriously think about the conse-
Q@

Syria safe zone Turkish plan raises spectre of resurgent Isis

LAURA PITEL — ANKARA
CHLOE CORNISH — BEIRUT

Donald Trump on Sunday ordered US
troops to vacate a part of north-east
sSyria where Turkey has threatened to
launch a military incursion. The move
appeared to pave the way for a Turkish
assault against the US-backed Kurdish
forcesthat control theregion.

That triggered alarm in Washington
and in European capitals, amid fears of
the impact on efforts to defeat Isis
jihadis. Humanitarian organisations
warned of the potential harm to civil-
ians in a country now in the ninth year
ofa punishing civil war that has already
left an estimated 500,000 people dead.

Why is north-east Syria soimportant
tothe west?

‘The long north-eastern corner of Syria,
wedged between Turkey to the north
andtheunruly westerndesertsof Iragto
the east, was where Isis incubated
before bursting across the Iraqi border
in2015. The jihadist group sold oil from
syrias eastern oilfields in their terri-
tory, helping to fuel their murderous
campaign and rule over cities and an
area the size of Great Britain.

Its self-declared caliphate survived
for more than five years before the
‘group lost its final scrap of territory last
March inavillage on the east coastof the
Euphrates river, close to the Iragi bor-
der. The thousands of Syrianand foreign
men, women and children who spilled
s il e

pnsons and fenced-off camps
in: norl.h I-east Syri:

‘Miltary offcals have long warned
that notall Isis fighters were imprisoned
orkilled, and thearea remains at sk of
being destabilised once more by Isis
slecpercells.

Who controls the region?
Ahugeswath of north-east Syriais
under the control of members of the
country’s Kurdishminority.

Kurds, often referred to as the

world’s biggest stateless ethnic (

group, are mostly spread across Tur-
key, Syria, Iraq and Iran and have
historically suffered waves of perse-
cution. But in Syria, leftist Kurdish
groups have taken advantage of the (|
civil war to carve out an autonomous
enclave, popularly known as Rojava.

T

From the outset, Turkey was
alarmed by the rise of the SDF —
,_and US support for the group. A
. large segment of the fighting

“safe zone” toallow Syrian refugees to

Turkey is home to 3.6m people who
ﬂed the conflict i nelghbouring Syria,

‘members of

S known as the YPG. The YPG has
intimate links to the Kurdistan
Workers’ party (PKK), an armed
group that has pursueda bloody insur-
gency on Turkish soil since 1984 in the

presenceo( Syrians has been growing. In
response, Turkish anthonues have
launched a crackdown on undocu-
‘mented migrants in Istanbul, and Mr
Erdogan has promised to find ways to
enablerefugees toreturnhome.

‘That is one of the stated purposes of
Turkey's planned “safe zone” in north-
eastern Syria. Last month, Mr Erdogan
set out a controversial $27bn plan to
build 10 towns and 140 villages on.a

uences, as well aswhat an exit strategy
ke, she said.

Ms Georgieva’s comments came as
she offered a downbeat assessment of
the world economic outlook, which has
beenbuffeted by politicalrisk andrising
trade tensions, in a speech in Washing-
tonyesterday. The IMF in July predicted
thatworld growth would slow to a rate
of3:2.per cent thisyear before rebound-
ingto 3.5 per cent in 2020, but Ms Geor-
gieva said there would be “downward
revisions” to the figures for both years

32km stretch of |
for interna-

fore-

tional support but western diplomats
are profoundly uneasy about the plan.

Why has Donald Trump ordered
US troops to stand aside?

“In2019, we expect slower growthin
nearly 90 per cent of the world,” Ms
Georgleva said in her speech. “The glo-
bal economy is now in a synchronised
slowdown.”
said trade tensions —

Mr
endthe presence of US forces in the Mid-
dle East. He tried to order the with-
drawal from Syria in December 2018,
but was forced instead to reduce their
‘number after fierce opposition from the
Pentagonand from Capitol Hill.

Amid mounting warnings from Mr
Erdogan of an imminent Turkish mili-
tary assault, the two leaders spoke by

which have increased since Donald
‘Trump become US president in 2017 —
had put a significant drag on the global
econor

By 2020, losses from trade uncer-
tainty — including the secondary effects
on confidence stemming from tariffs —
would reach $700bn, equivalent to the

value of Switzerland’s economy, Ms
d. inthe

Mr
would leave the vicinity of a Turkish
operation, effectively giving Ankara the
green light — although the US president
lauar threatened to “totally destroy”

ow, we ee thatthey are actually tak-
toll.”

T additon tostagnant global trade,
the decoupling of the main economies

he cansldexed “oﬂ Timits”.

“The current rifts could lead to
Tast. ion — broke

Mr Tru
e e e
who argue the battle aganst sis is not

supply chains, siloed trade sectors, a
ital Berlin Wall'that forces countries

over. Yet. re-election
gears up, any progress towards a fuller
drawdown from Syria could take Mr
Trump closer to meeting a key cam-
paignpledge.

Why does the prospectofa Turkish

Y
Speaking to the Financial Times, Ms
Georgleva said there was now sufficient
evidence that “nobody wins” from trade
disputes. “Some lose more than others.”
The IMF has called on central banks
to pursue loose, or accommodauvev

Washington and Europe?

Security and military officials fear a

Turkish sssaultwould apen the door o
has

down they neededa dose ofsumulus.
but Ms Georgieva acknowledged they
were grappling with their mandates
under

The regioni by the Syrian autonomy for thecoun- ~ Fightersand
Democratic Forces (SDF), a group try’sKurdishminority. veterans from
established in 2015 from aloose alliance the Kurdish YPG
of leftist Kurdish fighters and Arab  Why does Turkey want folaunch make up a large
forces from the y part of the
constellation of armed opposition Turkeywantsto push Kurdishmilitants ~ Syrian
groups fighting Bashar al-Assad’s away from the Turkish border and to
regime. The US chose the battle- ~preventthem formingwhat MrErdogan  Forces, fighting
hardened Kurdish forces to spearhead  callsa“terror corridor” onthe country’s  against Isis and

.. the fight against Isis. southern flank. Healsowantsto createa  the regime of

Basharal-Assad
Dl ScviemaryAFPIGETy

o manpower

But Ms Georgieva said there could be
as central

efforts to fend off a Turkish assault.
They also worry about the fate of the
thousands of Isis detainees and their

banks pushed interest rates deeper into
negative territory.
‘With monetary policy so constrained,

Diplomats are also alarmed at Tur-

it up
for a fiscal response to the slowdown, if
it i

key’

“demo-

“@L We are not there. But.

graphicengineering” fethnic Arabsare
encouraged to establish themselves in
ish

whenit comes to preparing for the pos-
sibility of a co-ordinated response we
dvice of Shake-

Addtional reporting by DemetriSevastop-
uloand Aime Williams

should T
speare: ‘Better three hours too soon,
thanaminute too late; ” she said.
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Law and Justice

Polish ruling party vows to lift
minimum wage if re-elected

JAMES SHOTTER — WARSAW.

Poland’s ruling Law and Justice govern-
‘ment s offeringa sharply higher mini-
it
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‘model during the transition were even
proud that the fruits of Polish growth
largely went abroad or to Poland’s eco-
nomic elite, and not the wallets of the
‘majority of Polish society . .. We want

Global data

Consumers confident in spite
of gathering economic gloom

CHRIS GILES — LONDON

Consumer confidence is at historically
high levels across leading economies
even s clouds gather over the global

Thefigures comeahead of nextweek's
annual meetings of the World Bank and
1IMEF, which is set to downgrade its eco-
nomic outlook significantly. But they
show why the world economy is not

day, renewing its vote-winning plat-
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The conservative-nationalist party
swept to power four years ago with a
promise to dramatically expand public
‘welfare spending. This time, it says the
minimum monthly wage would
increase in steps from 2,250 zlotys
($570) today’ theend

tobuild 3
the medium or longterm, make Poland
thebestplacetolivein Europe.”

Business leaders agree that Poland’s
economic model should rely less on
cheap labour. But many question

outlook, newly

inmany

vlews of

leading economies while services and
tradegrowthareslowing, but the figures
from the Conference Board, the US busi-
ness group, and Nielsen, the data ana-

T A e it
and willingness to spend suggests that
household consumption will remain
firm in most large economies even as

hether ag
have the desired impact and fret that
the speed will be too much for small
s % e

0f2023,a78 per centjump.

senior analyst at Spotdata, the lowest

“There is an unprecedentedly large
gap between strong consumer confi-
denoe and business confidence, which

to drop in a growing number of coun-
tries, the data series shows. It fell in 330f
the 64 economies measured by a

i London ECiM 08T o . 5
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past three decades.

“We want to close the chapter [in
which Poland was] a country of low
wages and cheap labour,” Poland’s
prime minister, Mateusz Morawiecki,

i M
some small companies, because lhe'y
i e
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“The authors of Poland’s growth

; phus
sompubnc sectorworkers.

jobs.
‘The board’s global index stood at 107
in the third quarter of 2019, a high for
the data series, and the same as in the
second quarter, suggesting a positive
outlook for household spending over
the nextsix months, said Mrvan Ark.

fell 14 points to 86 in the third quaz
thesame n Peru, while Greece en]oyed a
12-point rise. The UK and Germany saw
‘small rises despite Brexit concerns.

‘The survey was based on responses
from 32,000 people online in 64 coun-
tries, with S00surveyedin each.
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UK prime minister unleashes Brexit blame game

Johnson'’s allies warn principle of good co-operation will be ‘in the toilet’ if Britain is forced to stay in European bloc

GEORGE PARKER AND LAURA HUGHES
NDON

Boris Johnson, who vowed to deliver
Brexit on October 31 “do or die”, was
always going to need somebody to
‘blame if Halloween passed and Britain
remained amember of the EU.

Yesterday he found a new scapegoat:
Angela Merkel.

At8am the UK prime minister helda
“clarifying” phone call with the German
chancellor at which it supposedly
'became obviousthe EU would notstrike
a Brexit deal on terms acceptable to Mr
Johnson — not at a key European lead-
ers’ summit next week, perhaps never.

'Ms Merkel apparently objected to Mr
Johnson's new proposal to overhaul the
UK’s withdrawal agreement with the EU
bynolonger including Northern Ireland
inacustomsunion with the bloc.

By midday Mr Johnson's allies had
unleashed a blame game, claiming the
EU and a Remainer parliament were
forcing Britain tostay in the bloc against
itswill beyond October 31.

While the blame was being spread
‘widely, Mr Johnson’s unnamed allies —
widely assumed at Westminster to be
his chief adviser Dominic Cummings —
dispensed dark warnings of retaliation
against the EU overitsintransigence.

‘Although David Frost, Mr johnson's
chief Brexit negotiator, was in Brussels
for:

divorce process if no Brexit deal is in
place by October19.
Although Mr Johnsons allies have

plan
e b i e Pt
Downing Street officials were busy
framing what will be a brutal and acri-
monious “people versus the establish-
ment” Conservative general election

campaign.
Amber Rudd, the former Conserva-
tive cabinet minister, said the message

‘It will probably help us
win an election by
uniting the Leave vote’
Unnamed Johnson ally

coming out of Number 10 was “angry
and desperate”, reflecting the fact that
Mr Cummings’ “shock and awe” Brexit

strategy wasfallingapart.
Mr Cmimings argued from th start
ber

suggested i fanciful devices
bywhich the government might “cheat”
the Benn act, there is a growing accept-
ance that the prime minister will ulti-
‘mately have to obey the lawand that an
electionwill follow.

Mr Cummings feared that the EU
would conclude — incorrectly in his
opinion — that the worst that could hap-
pen in an election would be that Mr
Johnson would win and he would come

ith the same Brexit proposal.

In the best outcome for the EU, espe-
cially from Ireland’s point of view, Mr
Johnson would be ousted by a coalition
of Labour, the Liberal Democrats and
the Scottish National party, which
would hold a second referendum, possi-
blyreversing Brexit.

The outpouring of threats from
Number 10 inrecent days sall part of a
last-ditch attempt by Mr Cummings and
EUnottomake

Octol
51 was s “real” deadlinefor Brexit
with the UK leaving on Halloween, with
or without an agreement — then Ms
Merkel and other European leaders
would simply reject Mr Johnson's depar-
ture terms and instead offer a delay that
wouldenablean election.

A “rebel alliance” of MPs at Westmin-
ster derailed that strategy by last

this “historicmistake”.
‘Mr Cummings believes that while Mr
Johnson is making a constructive offer
totheEUnow, ifheisforced intoan elec-
tion before the UK has left the bloc, he
willfight ona no-deal Brexit platform.
“Those who pushed the Benn act
intended to sabotage a deal and they've
probably succeeded,” said one

month, passinga law that
ventano-deal Brexiton October 31.

In Brussels there is a clear conviction
that the so-called Benn act is watertight
and the prime minister will be obliged to
seek an extension to the Article 50

Brussels talks

unnam othe
Spectator magazine, widely assumed at
‘Westminster to be Mr Cummings.

“So the main effect of it will probably
be'to help us win an election by uniting
the Leave vote and then a no-deal

EU starts to weigh terms
for agreeing UK extension

SAM FLEMING — BRUSSELS
GUY CHAZAN — BERLIN

‘With Brexittalks onlife supportin Brus-
sels, EUleaders and officials are turning
their attention to the potential for yet
another extension to Britain’s member-
ship of the EUafter October 31.

EU officials said they were not giving
upon talks with the British government,
evenafter Bori

“They have resiled from their com-
mitment to having no hard border;” said
one EU diplomat. “To criticise the EU
sidefornot compromisingisabitrich.”

‘The looming question is whether or
not to grant a further extension to Brit-
ain's EU membership beyond October
31. The UK’s so-called Benn act, passed
by MPs opposed to a no-deal exit last
‘month, requires the prime minister to

. 2 - e

Angela Merkel, the German chancellor,
of vetoinghisexit

Diplomats and officials said the gulf
between the two sides remained enor-
‘mous, but that thi

he has not secured MPs’ approval for a
withdrawal agreement or a no-de
departure by October 19,
Amongthe questions surroundingthe
xtension are when and i it is formally

sense to formally pull the plug on the
talks. This is partly because the EU has
no appetite for being blamed for a

proposed, and whether the discussion s
triggered by a UK request or instead an
overture from the EU27. While the Benn

towards

act talks of ion toJanuary 31, it

P
ahard exit, but
cials see continuing value in keeping the
door open to talks after a UK election.
“Noonehasgiven up” said one.

However, EU diplomats are now
beginningto consider the choreography
of a Brexit extension at or after the
European Council summit next week.

In the past 24 hours Mr Johnson’s
allies have adopted a markedly more
aggressive posture. Downing Street
briefed that, duringa call with Mr John
son, the German chancellor insisted a
deal was “overwhelmingly unlikely”
unless Northern Ireland was kept in a
EU customs territory.

Mr Johnson is refusing to budge on

ofa differ-
enttime period.

Leaders would have to be satisfied
that the extension was foragood reason.
‘There also remains the possibility that
anEU country vetoed an extension, but
diplomats see that as unlikely.

Ahead of the summit there is some
bitterness in Berlin that Germany is
being dragged into the domestic politi-
cal debate in Britain.

Ms Merkel has generally taken a con-
ciliatory tone on heissue:at the EU sum-
‘mitlast April, she advocated giving Brit-
ain a long extension of the Brexit dead-
line, in stark contrast to French presi-

ent Emmanuel Macron, who fiercely

ithin the UK
customs area — a move that would
necessitate a border on the island of Ire-
land — and ensuring that the Northern
Ireland Assembly gives its consent to
the region remaining part of the EU sin-
‘gle market regulatory area. The EU sees
these UK proposals as a breach from

“Johnson is misusing the phone con-
versation [with Ms Merkel] to start a
blame game,” said Norbert Rottgen,
head of the Bundestag's foreign affairs
committee and an MP from the Chan-
cellor’s CDU/CSU group. “There is no
‘new German or European position, and

prior

Scapegoat:
Angela Merkel,
with Boris
Johnson in
Berlin two

th

Brexit. Hlsmryls full of such ironies and
traged;

‘The same Number 10 insider warned
that Britain would be a toxic partner if
the EU insisted on keeping it in the 28-

apparently
objected to the
UK premier’s
new proposal to
overhaul the
withdrawal
agreement
with the EU
[er—c

principle of good co-operation between
thetwosides would be “inthe toilet”.

The aggressive briefing is partly
intended to precipitate a crisis in Brus-
selsto persuade the EU that f it does not.
engage with Mr Johnson's proposal, the
resultwill be dire for bothsides.

‘Mr johnson genuinely wants a Brexit
deal before October 31. If he is forced to
fight an election on the back of a fresh
Brexit delay, the Conservatives will face
a serious threat from Nigel Farage’s
Brexit party and the pro-Remain Lib-
eral Democrats.

But there s little sign of the EU want-
ing to help him out to finalise a Brexit
deal. The EU, as Mr Cummings foresaw,
s expected to insist in any negotiations
thatNorthern Ireland must remain part
of the bloc’s customs union to avoid the
creation of a hard Irish border.

Editorial Comment page8
Martin Wolf page9
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Hong Kong controversy

China’s NBA dispute grows with TV ban

Plug pulled on basketball
league’s pre-season games
after protests backed

CHRISTIAN SHEPHERD, SHERRY FEI JU
AND TOM MITCHELL — BELING

China’s state broadcaster CCTV, the
main television distributor of North
American basketball in the country, and
internet group Tencent have halted
plans to air the National Basketball
Association's pre-season games.

‘The move is a sharp escalation of a
row sparked by a team official's support
forthe HongKong protests.

Daryl Morey, general manager of the
Houston Rockets, posted “stand with
Hong Kong” on his Twitter account on

Rockets games and Alibaba's Tacbao,
China’s largest ecommerce platform,

silver’s support for Mr Morey’s com-
‘ments. “Any remarks that touch upona

Before Mr Silver’s i

the
NBA had attempted to distance itself

5 "the
broadcaster wrote. It added it would
i i 1l co-opera-

Friday. those differences;” he said in a state.
that have plunged the
inaposition of wguhung
Comments by NBA
Adamsilver s ith Jap: rs say or will not say issues. We.
Kyodo news reignited th
and prompted CCTV's decision.

M Silver backed Mr Morey's “frce-
dom of political expression” and an
open letter by Joe Tsai, Brooklyn Nets
owner and co-founder of Chinese tech
group Alibaba, which said the tweet
supported a “separatistmovement”.

Mr silver, who is due in China today

‘Remarks that touch upon
anation’s sovereignty and
social stability are outside
the scope of free speech’

simply could not operatethat way.”

on Monday calling Mr Morey’s tweet
“regrettable”. Fuelling accusations that
the league was trying to have it both
ways, however, a Chinese-language ver-
sion of the statement used a harsher
phrasing closer in tone to that used by
Chinese officialdom. The league said
yesterday there should have been “no
5 ;

tionand exchange with the NBA”.
Last season almost 500m Chmese

Canberra overhaul
Australia to
revisit defence
strategy in
face of global
changes

‘watched NBA
forms owned by Tencent. This year the
league extended its online rights deal
with the company for five years worth
$1.5bn, double the previous contract.
China’s foreign mlnlSD’Y said yester-
e ;

forthepr soughttoclar-
ify his remarks. “It is inevitable that
people around the world — including

for an apology from Chinese fans and
state media, resulting in the Rockets'

from Americaand China—will have dif- ersin China suspend-
ferent viewpoints over different issues.  ing business dealings with the team,
i of th judi they would not air

day: “T for [the NEAS]
with

‘The NBAS bipartisan
criticism from US politicians, who said
the league had abandnned its values to

— SYDNEY

Australia is reassessing its defence
strategy and military capabilities just
three yearsafter it unveiled a A$200bn
(Us$135bn) policy overhaul, with ana-
lysts pointingto China’s increasing mil-
ilary strength and assertiveness in the

Chinstoknowthe opinion o the Ch-
nese public... . The NBA knows clearly

maintain

CCTV said it strongly opposed Mr

wi tosaynext”
Lexpage10

‘The review by Canberra wil take p]zce

abackground of increasing ten-
sion between Washington and Beijing
and rapid technological advancesin the
‘typeof wea i i

Mismanagement and drought
mean it could be ‘marching
towards starvation’

JOSEPH COTTERILL — HARARE

‘Tsiga market in Harare’s most densely
populated suburb should be bustling
with customers buying maize meal,
cookingoil and otherstaples.

Yet these days Tsiga, in the Zimba-
bwean capital’s Mbare district, is an
increasingly empty and unhappy place.
‘Traders say there are ever fewer buyers
for goods that have surged in price,
amid desperation over an economiccri-

“Things are tough. People are saying
it’s too hard to survive,” said vendor
Chengetai Takaindisa, as she scrabbled
for business. “[Customers] have to sur-
viveononemealaday:

e
its worst economic crisis since the 2017
army coup that overthrew Robert
‘Mugabe, the former dictator who died
last month. Under his successor, Presi-
dent Emmerson Mnangagwa, and his
ruling Zanu-PF party, the population
has suffered daily power cuts, long fuel
queuesand currency chaos.

Now it faces serious food shortages.
The UN World Food Programme
warned in August it risked “marching
towardsstarvation” nextyear.

According to international estimates,
8.5m people —more than halfthe popu-
s ; P

Africa. Economic crisis

Zimbabwe pushed to brink of famine

Zanu-PF'’s economic
I threaten’ to

very bad at
lobo,

the crisis, observers say. Zimbabwe's
decayed rail networks and potholed
roads in particular threaten to delay
shipments of the hundreds of thousands
of tonnes of foreign maize needed to

early 2020. Underlining the severity of
the crisis, the number includes 3m peo-
ple in cities, a contrast with previous
food shortages which mostly affected
rural areas. Mr Mnangagwa’s govern-
ment has begun buying grain abroad
butisina race against time and has few
financial resources.

Natural disasters are part of the
explanation. Zimbabwe was
struck this year by two power-
ful cyclones that damaged
farmland. A severe dry sea-
son, which peaked in
August, compounded the
damage, decimating the
grainharvest.

bated the crisis, say ana-

Cash call: people  lysts.
queue at a bank i

in Harare. ‘the moment,” said Wandile
Emmerson chief economist at South Africa’s Agri-
Mnangagwa, cultural Business Chamber.

below, has Buying power has collapsed as the
defended the new local currency, the: Z\mbabwe dalr
CenEnL L

o ] e e
inflation hit 289 per cent in August,
according to economists’ i
based on official data. Urban dwellers
who buy food rather than grow it are
pecially affected.
Ebrices goup cach and every day” Ms
Takaindisa said. Her daily takings of
2850 ($3:30) would barely buy two
bottlesof cookingol.
Mr Mnangagwa has defended
the introduction of the Zimba-
bwe dollar as necessary to fix
imbalances in the economy.

“They need to start doing it now,
because I worry about their infrastruc-
ture for handling large amounts of
grain,”said Mr Sihlobo.

‘Thecrisis has thrown the spotlight on
a state farm subsidy project known as
Command Agriculture favoured by Mr

aasaway toboost food secu-
rity. The project provides inputs suchas
fuel and fertiliser for farmers to meet
production targets. But its performance
has been poor, even accounting for this
year's natural disasters. Maize produc-
non in 2019 has averaged half a tonne

ring
again from being dead will
Tequire time, patience, unity
of purpose and persever-

perh with four tonnes
in South Africa, which is also suffering

“Things are
tough.
People are
sayingit’s
too hard to
survive’

eather.
Opposition politicians allege that
mmand Agri i cor-

ance,
b nation address last week.

ruption that benefits Mr Mnangagwa’s

nry:
Linda Reynolds, Australia’s defence
minister, said yesterday that the Indo-
Pacfcregon was atthe contre o the
amental geopolitical change
since the second world war and the
nation's defence [orces needed to adapt
tomeet the chall
“While the white paper’s analyss of
these drivers still holds, it underesti-
mated thespeed of change"shesaid ina
speech toa naval conferencein Sydney.
“Indeed, the world has changed more
quickly than we assessed in 2016. S0 too
arethe consequential challenges.”
‘Ms Reynolds added that defence offi-
cials would report by early next year on
any need for a revamp of strategy and

‘The 2016 defence white paper pin-
pointed the Us-China relationship, chal-
lenges to the rules-based global order in
the South China Sea and technological
change as strategic challenges in the
region. It committed Australia to
A$200bn defence spending over a dec-
ade to modernise its military capabili-
ties to maintain a technological lead
overrival powers n the region.

But the detenummg relationship
between Washington and Beijing, their
tradewar, and rapid technological chan-
ges have alarmed defence analysts in
‘Australia, whohave called for astrategic
rethink.

Australiaisan important regional ally
of the US, as well as a fellow member of
the Five Eyes intelligence-sharing net-
work alongside the UK, Canada and
NewZealand.

Last week, Beijing unveiled a massive
line-up of modern e to mark

cronies and he founding of
eritsfunding I_he Pecpls Repablc of China,incind-
‘Tendai Biti,a:

and opposition lawmaker, has raised

i publicdisplay.

concerns in earings
probing Command Agriculture and said
thatthe government had been “redefin-
ing

paper has already passed its sell-by
date” said Euan Graham, director of the

corrupuon in Zimbabwe” through | international secuntypmgnmme atLa
the programme ‘Trobe University in Melbourn
The denies. “The US-

but is facing questions over payments
under the scheme to Sakunda, a fuel
supplier owned by an ally of Mr Mnan-

gagwa.
Corruption allegations

ened and there is a concern Australia
could be caught between these great
powerrivals;” headded.

“The pace of technological change is

the scheme have roused anger among
those facing hunger. Command Agricul-
ture“is not for ordinary Zimbabweans.
1t is very political”, said Tawanda, a

hypersonic missiles, which Beijing put
i ity e
flexible approach from Canberra,” he
pointed out.

L A$90bn
‘which inclu-

former corporate officer
in Tsiga. drinks ipbuildi
urvive. des commitments to build 36 ships for

Others in Tsiga are focused on where
the next meal will come from. “Some-
thing like bread is a thing of the past,”
said Ephias Muchongwe, head of a char-
ity for orphans. “If you see bread in the

its navy, including 12 submarines and

nine frigates. However, the first fri

will not be delivered by BAE Systems

until the late 20205 while the first sub-

marine will not be delivered by French
0:

Shadow lending

India co-operative bank’s woes heighten fears of ripple effect

AMY KAZMIN AND JYOTSNA SINGH
NEW DELHI

In New Delhi’s bustling Malviya Nagar
market, the local Punjab and Mahar-
ashtra Co-operative Bank branch was
known for its helpful staff — and for
offering i

their money soon, if ever. Ina violation
of legal exposure limits, PMC lent most.
ofits money to a single Mumbai-based
real estate company, Housing Develop-

ment and ich is now

ltural co-ops, have tradi-

uonany plavedan important role both
wings and providing
credit to groups that may otherwise

inbankruptey
7oneoﬂnd.|aslarg

were 0.75 percentage pumu higher
than mainstream comme:

“The staff here were very friendly,” said
Tilak Arora, 43, the owner of a video
game parlour whose life savings of
Rs10m ($141,000) was deposited at
PMC. “They also did not demand too

1t

According to the RBI, co-operative

pread publi
ative bank by itself was too small to
jeopardise the system, so the RBI didn't
losetoomuchsleep aboutit, butin total-
ity these banks are significant,” said
Saurabh Mukherjea of Mumbai-based

Physics

Cosmology discoveries earn
trio of scientists Nobel Prize

CLIVE COOKSON — LONDON

The 2019 Nobel Prize in Physics has

cent end

E'Sl
nearly $1.5bn — s yet another painful
Joltotthecounty’sfragle inancia ys-

of March 2017. But the sector is highly

And the blurry li hare-
holders, bor h:

work helped us to understand “the

‘made these institutions highly suscepti-

evolution of the universe and Earth’s

Prof Peebles said he was grateful for
his Nobel but advised young people
goingintoscienceto dosoforlove of the
subject rather than the prospect of
prizes. “They are charming and very
much appreciated but shouldn't be part
of your plans” he said. “You should

last year's col-
]apw ofthetriple-Aratedinfrastructure
lender IL&FS put the squeeze on
the shadow banks that had provided
much of the consumer credit powering

y

Like most PMC customers, Mr Arora
has been in a panic since last month,
‘when the Reserve B:
control of the co-operative lender and

i would be

PMC's h: st
spotlight on the murky dealings of the
country'sloosely regulated co-operative
banks,

PMC’s erstwhile

“for theoretical discoveries in physical
cosmology” and the other halfjointly to
two Swiss astronomers, Didier Queloz
and Michel Mayor of the University of
‘Geneva, for discovering the first planet

popt
for offering higher interest rates than
banks but do not draw the

restricted to just Rs1,000 per account
for the next six mor

same degree of regulatory scrutiny.
“With a co-operative bank, the RBI

emnomic offences

lice. All four are

Prof Peebles, 84, helped to lay the the-
oretical foundation for the evolution of
Lhe universe after the Big Bang 14bn

ars ago, and Prof Mayor, 77, and Prof

Customersof PHC ey e
we been ina
e management admitted that for years it
Reserve Bank of ) ‘had deliberately concealed the extent of
India took control B lending to the HDIL group, whose own-
of the lender ers were close family friends of the
lender’s chairman. At the end of last
fragmented, wi 1551wban  week, -
co-op banks and mund 96,600 rural  aging director and two owners of HDIL
t fragmenta-
hon, plus the of agencies
jurisdiction over various co-ops, mu in pu].lce cnstody, as authorities
mdudmg state and the

central government, has complicated

The drama at PMC has fuelled
at similar lend-

ince then, ice  supervisionisnot y proce

increased the withdrawal limit: first to L‘ast of l.he ‘normal oom.mtmla.l banks,” lkdwerslghL ers. That prompted the central bank to

Rs10,000 and then to Rs25,000, which inha, llapsedin  tweet last week that the “Indian bank-
70 per cent E the past — heir i i g

of PMC’s deposltm's to extract all their
funds. But customers with higher sav-
ings have little prospect of recovering

thereason it looks like PMC escaped the
eyesof theRBL”
India's co-operative banks, with their

relatively small size kept the impact
contained in distinct local areas and
ensured that it did not attract wide-

‘But analysts suspect more problems
mayyethbe iscovered.
‘Opinion page 9

= Way gal-
axy for “exoplanets” orbiting other
stars

s.
“This year’s Nobel laureates have
painted a picture of our universe far

it

Profs Mayor and Queloz announced
the first discovery of a planet outside
our solar system in 1995. “No one knew
whether exoplanets existed or not,”
recalled Prof Mayor. Astronomers
believed on theoretical grounds that
theymust e lentful but noonecould

i o pm succeeded with anew
custom-mad nt at the Haute-
Provence Observatory in southern
France. In 1994 they detected avast gas.
planet orbiting a star about 50 light
years from

“We were s exrlmdu)have foundan
exoplanet but first we had to confirm

stranger and more wonderful than we

'said Ulf Dan-
ldson, a membero( ‘the Nobel Commit-
teefor Physics.

anything,” said Prof Queloz, a professor
atCambridge universityand Geneva.
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Mr Mario Draghi

President
e CARMIGNAC European Central Bank

RIS K M ANAGERS
SonnenmannstraBe 20
60314 Frankfurt

Paris, 4 October 2019

Dear Sir,

Twice before have | allowed myself to congratulate you for the exemplary role you displayed during
both of your terms in office. With the approach of your departure, | would like to stress once again how
truly indebted we are to you. Your unambiguous declaration at the height of the July 2012 crisis - “The ECB
is ready to do whatever it takes" - anchored the ECB as the key institution in the construction of Europe,
by preventing the implosion of the eurozone and enabling its most fragile members to regain access to
markets.

Results are plain to see. 10-year rates for Italy and Spain currently stand at 0.83% and 0.13% respectively,
compared to 7% and 5% in January 2012. Even better, as your support for these states was contingent on
their compliance with fiscal compacts of good conduct, it took only moderate ECB action to achieve these
results. Renewed investor confidence allowed markets to play their part.

And what about the future? Eight years of accommodative monetary policy have left the ECB with
only symbolic room for manoeuvre, and with 70% of European sovereigns trading at negative yields, the
traction of monetary policy on the real economy has become questionable. As you acknowledged yourself
at the latest ECB meeting. the next stage in the construction of Europe can no longer be monetary, but
fiscal.

With that in mind, | like to picture the creation of a European Finance Ministry that would use our
tremendous ability to raise capital at favourable rates - not to finance yet another stimulus plan with no
lasting impact, but to tackle our continent's severe underinvestment in sectors with the brightest future.
Our telecom networks are outdated (even in Germany!) and we need to move fast to provide 5G coverage
across Europe. Our lag behind the United States and China in artificial intelligence and biotechnology is
increasing, and we must catch up at least in part. Finally, the transformation of our economies towards
sustainable development must become a top priority, as well as a major growth driver.

| would also like to picture you as Europe's first Finance Minister. Your intellectual authority and your
skillas a negotiator are widely recognised. They will be vital to successfully carrying out such an ambitious

recasting project that will require reconciling the often bygone divergences between our nation states.

Hoping my expectations will not prove to be inordinate, | remain, yours truly.

ard Carmignac

www.carmig nac.com
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Revelry that bred
revolutionary art

The flourishing of artistic
talent in nightclubs and
subterranean spacesis
celebrated ina new London
exhibition. By Peter Aspden

It may make

ahalfare the theme of a new exhibition
at London’s Barbican Art Gallery. It
makes a compelling case for the links
between excessive late-night revelry
and the unleashing of innovatory artis-
tictalent. Theart produced in the cafés
and cabarets of —mostly — Europe over
this time period is vibrant, revolution-
ary, subversive. It shifted the prevailing
perception of the (mostly male) artist,
from

y
claim to be able to illumi-

gling with his muse, to the worldly,
= T

butit frequently does soin
the darkest of spaces. Art-
ists of the modern era in particular,
challenging social mores with unprece-
dented ferocity, moved ahead of public
opinion with such alacrity that they
needed to find safe, covert spaces in
which to express themselves. They
found solace in the bars and nightclubs
oftheir neighbourhoods, to mingle with
like-minded spirits, and to test the lim-
its of their own imaginations. The
results were joyous, frequently illicit,
and they helped shape the course of
modernart.
The nocturnal frissons of the artistic
avant-garde over the past century-and-

nothing
more than to buy her a drink and take
herhome.

‘The most famous of these spaces,
which flourished in Weimar Berlin,
chronicled the breakdown of Germany’s
social order, and famously anticipated
its further descent into fury and vio-
lence. “Berlin, stop and think,” ran a
government advertising campaign
aimed at curbing the untrammelled
sense of hedonism which had afflicted
the city. “You are dancing with Death.”
Fileunder: “Little did they know”.

‘The show is divided into 12 separate
sections, chronicling the artistic
“scenes” in important European capi-
tals — Paris, Vienna, Zurich — as well as
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Clockwise, from top left:
poster by Kamran Diba,
co-founder of Rasht 29
club in Tehran (1966);
Bertold Lsffler poster for
Cabaret Fledermaus,
Vienna (1907); Giacomo
Balla’s design for a sign
and flashing light for Bal
Tic Tac, Rome (1921);
Erna schmidt-Caroll's
‘Chansonette’ (¢.1928)
Calcion K Db At Wi,

Vi Fondssine Torno Mossi
©EsseEr Scmet ot

THE INTERNATIONAL
ECONOMIC FORUM
OF THE AMERICAS

%_

TOWARDS

CONFERENCE OF PARIS

AN INCLUSIVE

GLOBALI

ZATION
y

CONFIRMED SPEAKERS INCLUDE

Isabelle

ceo

José Luis
Manzano

Poirson
Minister of State for
the Ecologlealand

o Transitior

T AT

Tom
Siebel
Chairman and CE0
Caai

Lovise
Mush

Michel

o Negatiator for Brexit

13-14
NOVEMBER
2019

OECD CONFERENCE CENTRE

PARIS

1200+ 80+

PARTICIPANTS

SPEAKERS

Thierry
Bolloré

ceo
Renautt
Glenn
Hutchins
Co-Founder
Siver Lake
Frédéric
Oudéa

ceo
Société Générale

0 6xt.307 | W @AmericasForum #ConfPARIS

ANNESG.

less familiar venues, in Nigeria, Mexico
and Tehran.

In the downstairs galleries, there are
recreationsof four of these, with accom-
panying soundtracks. Pop into Le Chat
Noir in Montmartre in the 1880s, and
you might have found Claude Debussy
or Erik Satie sitting at the piano. A few
years later, the American dancer Lofe
Fuller’s experimental swirls with silk
fabrics would capture the attention of
Henri de Toulouse-Lautrec, whose cine-
matic lthographs of the dance aze
shown!

The founder of Le Chal Noir in 1881’

‘museum, where a lot of contemporary

they despised — whores, procuresses,
P ad »

artwas! , was
alsomedieval and Renaissance-inspired
furnitureand paraphernalia around.”
Eclecticism and open-mindedness
became the norm. “Places like the Chat
Noir, yes, they were spaces of subver-
sm and safe spaces, but they werealso

Here, too, the otherworldly, imagi-
nary stage designs of Hannah Hoch.
“They are very little known,” says
Ostende. “she called them ‘antirevues,
reacting against the popular stagings of
variety theatre, showing stages full of

hlmse].for herself. So you had this sub-
versive, radical side, but also some very

nised dancestyles o thetime””
1t was a sign of the era’s intellectual

The golden age of artistic cabaret
came as Europe began to fall apart in the
‘opening years of the 20th century. The
‘opening of Zurich's Cabaret Voltaire in
February 1916 prompted an under-
standably extreme reaction to the war
raging all around neutral Switzerland.

whether they were satirical of, or actu-
ally complicit with, its decadence. “I
made careful drawings of all these
goingson. .. deludingmyselfthatTwas
not so much a satirist as an objective
student of nature,” wrote Grosz. “In fact,
Twas each one of the very characters I

Founder Hugo Ball's op:
poem “Totentanz” (“Dance of Death )
started with the words: “So we die”, and
became the clarion call of what would
‘become known as the Dada movement.
“While the thunder of the batteries
rumbled in the distance we pasted, we
recited, we versified, we sang with
our souls,” recalled Jean (Hans) Arp.
e searched for an elementaryart that
‘would, we thought, save mankind from
thefuriousfolly of these times.” The café
lasted just five months, running con-

drew, the ch: lling glutton
favoured by fate noless than the poor
beggar standing with outstretched
“You had this subversive,
radical side, butalso
some Very conservative
voices being heard’

hands in the rain. I was splt in two, just

iith the battle of Ver-
dun, but became a seedbed of futurist,
cubistand surrealistart.
In the months between the February

“The show takes the story of cabaret
art into the 1960s, turning its attentions
oulslde Fee i s

1917 Russia,
the Café Pittoresque sought to bring
together avant-garde artists such as
Vladimir Tatlin and Aleksandr Rod-
chenko in Moscow to capture the fast-
changing times, but it was already
behind them: by the time it opened in
January 1918,

‘Tehran's
Rashl 29, devot,ed to mixing western
pop culture with traditional aesthetics.
Ostende says it was important to go
beyond the first halfof the 20th century,
tolook at the notion of the avant-garde
inaglobal context.

‘to change its name to the Red Cockerel,
and ordered it to adopta more “revolu-
tionary” programme.

The legacy of Weimar Germany’s
clubs is well known, and here are stun-
ning works by Otto Dix, George Grosz
and

ine such epochal artistic movements
percolating in underground spaces in
today’s cultural climate. “Well this was
partially why this show cametolife,”she
replies. “Because people were asking
me if there were any examples of this

Jeanne Mammen. Her frank
deplmons of life inside Berlin's cabaret
Scene are a reminder that women,
far from being passive muse-like fig-
ures, were themselves dynamic and
‘boundary-pushing participants.

i rf

kind of , and I couldn't think
ofany

“Of course there are underground
spaces, there is interdisciplinary prac-
tice today, on a larger scale than there
usedtobe. But I think thereisa distinc-
tion between very dynamic places,

perform-
ers such as Va]eska Gert, whose own

pi

her violently erotic
d 1 feminist

of the age, whichsaw

“high” culture and popular entertain-
ment, says the exhibition’s curator,
Florence Ostende. “He was a poet, a
writer, also an artist. And in a way he
treated the Chat Noir as a kind of anti-

rather than Tiller Girl titillation: “For
me the only important things were
attack, tragic or comic climax, subsid-
ence, nothing more. Because I didn’t
like solid citizens, I danced those whom

ot going on, an
where there s tangible evidence thatart
has been produced. We were always
guided by the artists, how they inter-
acted with the spaces. And what they
produced wasincredibleart.”

“Intothe Night: Cabarets & Clubs in Modern
Art’tojanuary 19, barbican.org.uk

Grime triumphs amid the grandeur

Kano
Royal Albert Hall London
okk

Ludovic Hunter-Tilney
“You can take the kid out the ends, but

you can't take the ends out of the kid,”
Kano rapped during his show. The
“ends” the

capable of smooth acceleration and
exhilarating peaks of intensity. “I'm
royal,” he cried at the summit of a par-
ticularly ferocious passage of words. It
prompted a huge cheer from his follow-
ersinapacked

Alargecastol muslazns]mned bim,

blared out, to massive reactions from
the audience, only to be stopped and
begun again. Fellow veterans D Double
E and Ghetts oined him for throwback
anthem “Class of Deja’, all sharinga sin-
‘glemicrophone like rookies on the way

up. Giggs turned up for another unvar-
it i “3Whe 9

baclcmgband there were horn p]aye)s,
singers, a steel pan troupe and guest
MCs. the latter, all

-ups”.
In the final song “My Sound”, Kano
gave another shout-out to his home

wore white. The angelic look was in
Hood-

e A e A
up. Itis geographically and socially on
the opposite side of the city from the
venue where Kano was playing. The
grand auditorium was hosting a rare
grime music show — its second ever,
after a grime-based BBC Prom in 2015

les. A" Summer. “1 don’t know if I believe
in God but I believe in the forces” Kano
rapped at one point. Church piano and
singing summoned these forces in songs
about racism and youth violence, con-

while the steel pan
troupe and horn players added a carni-
val emphasis to his words. The advan-
tage of grime's powerful senseof placeis
theequally powerful sense of occasion it
can bring to bear when taking over new
spaces. Kano at the Royal Albert Hall
was not on the scale or significance of
Stormzy at

veyedby|
angerand hopefulness.

Kano is a veteran MC whose career
has followed the ups and downs of grime
duringitslongmarch to mainstreamtri-
umph. He was part of the first wave of
acts in the early 2000s, tried to cash out.
0n2007's glossy London Town, then trod
adelicateline between crossover collab-

s GBL - @)OECD -
st sponsors
s PTovar  (ZCOGECO  # owciow  Cumx A ECNCAPITAL
s sponsars
B, i e Eeenes remm P
frm—
B e, ] thebusiesslyesr Tagress

purism. The tension between appealing
to the wider world and representing a
tiny corner of it has given his past
discography a rather spotty aspect.
But it has also prompted some of his
finest work on his latest album, Hoodies
All summer.

He began with its opening song,
“Free Years Later”. The musical backing
was subdued, with 2 12-strong string
section sawing away amid a plangent
synthesiser drone. Kano’s rapping cut
through this minor-key landscape likea
speeding car —ahigh-performance one,

high-octane escapism. Grime tracks

asimilarly rousingencounter.

kanomusic.com
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FT BIG READ. LATIN AMERICA

During his almost 14 years as president, the Bolivian economy has quadrupled in size and poverty has
nearly halved. But ahead ofa general election, critics say Evo Morales is becoming increasingly autocratic.
By Andres Schipani

The limits of Evonomics

0 POLITICO POR
A DE L0S PUEB..™5

A

tBolivia's largest museum,

perched on a hill in an

isolated Andean village,

one item stands out. Itis a

replica of a makeshift
football covered in white cloth that
Bolivia's president Evo Morales used to
play with as 2 small child, in between
school lessons and herdingllamas on the
chilly plateau.

The $7.2m museum is dedicated to
explaining the extraordinary rise of Mr
‘Morales — Latin America’s longest-rul-
ingsitting president — from a childhood
being raised in a hut on the breezy
shores of Lake Poopé to spending nearly
14 years as president. He now runs.

MOVIMIENTO
AL SQCIALISMO

government of corruption. With no
heir-apparent, some alies worry about
acult of personality around Mr Morales

For Jim Shultz, of the
Center, a US think-tank focused on
Bolivia, Mr Morales has figured out a

4 .
and trying to produce batteries out of
rich lithium deposits. But it remains

Some of these
e s e A
hundred thousand people protested in

— the sort of uncritical admiration that  simple formula to promote popular Santa Cru the govern-
T Al £ . oy =
andshiny presidential palaces out of the ground and invest in things  of itskey voter bases.
ion, itisalast- ivi i kets for gas Bra- Jair
e people,” Mr Morales. zil, i ir own output. i il
tellthe Financial Tvmes addingthat it Bolivias ey e Alvaro “Evo Morales arrived in offi

is a request from the Bolivian people”
thathe runsagain. “People tell me, Evo,
ifyoudowell,we'll dowell””

Comments like these have alienated a
sectionofthe president’s support. While

Garcia Linera,

on factors sustainable,” the

of a market and a. planned economy”
The

IMF said in December. As Mr Morales

elements include higher minimum
wages, cuh ransterschemes and a

string of publ asa $674m

i . .
i wewill

a fourth term, the politi-

ating hope in almost two-thirds of the
population. All of that s gone now, says

Ortiz Antelo, a senator and presi-
dential Cruzdela

cal cycle in the region has shifted
withanewgroupofleftwingleaderstak-
ing power — in Mexico last year and
Soon in Argentina, if the polls are cor-

country from a 25-storey presi
palseLebultin eIl e

Bolivia ontpaces its
rowth...

o e powerin
the first decade of the century and
surfed the wave of the China-led com-
modities boom to push moreredistribu-
tive policies.

The bright hopes that many of his
peers raised have since been dashed. In
Brazil, former president Luiz Inicio
Lula da silva s in jail after being con-
victed of corruption and the economy
has suffered a traumaticfall. Theunrav-
elling of Hugo Chévez’s revolution in
Venezuela has led to one of the biggest

Real gross damesnc product,
seasonally adjusted (rebased)

== Bolivia Peru Ecuador
= Chile == Brazil
~ 160
140
120
100
80

Bolivia, however, has continued to
prosper, even after commodity prices
fell. During Mr Morales’s time in office,
the country’s gross domestic product
has quadrupled.

“Iwould never vote for anyone else,”
says Walter Vilca, a quinoa and potato
farmer from Orinoca, standing outside
the wazle and-dzub hut where his
“brother president” gr

He adds that M Moraleshas brought
stability to a once-divided country —

L B
2008 10 12 14 16 18
Source Reeiv

..but its budget deficit has
widened in recent years

% of GDP

Evo Morales becomes
president

go from to dictator-
ship,” says Carlos Mesa, a former presi-
dent andhis main election challenger.
“Bolivia s not on the path to becom-
ing Venezuela,” says a foreign diplomat
in La Paz. “But its democratic creden-

38 per cent since Mr Morales first took
office in 2006, to 15 per cent in 2018,
‘while poverty has almost halved from
60 per cent to 34 per cent, according to
official data compiled by the Inter-

Growthstory

Mr Morales is ethnically an Aymara —
one of Bolivia’s main groups, which
‘make up roughly two-thirds of its 11m.
population. He was the first indigenous
president of a country traditionally

In the same period, GDP per capita
grew from $1,000a year to over $3,600,
boosting supermarkgt and restaurant

‘It was not our intention
to create a cult. A person
turned into an idol drifts
from the people and Evo
cannot live without them’

rlatzfmm'.he ﬁnzncenmustry

is elected vice-president later this
month.

Sierra, which is an opposition strong-
holdin the wealthier easternlowlands.
His aura of invincibility started to
fade in 2016 feated ina
referendum called toallow him to stand
for a fourth term. Undeterred, the MAS
argued that term limits violated Mr
Morales’s human rights, and the consti-
tutional court overturned the decision,
allowing him to stand on October 20.
Despite having won the 2016 referen-
dum, the opposition is divided, unable
to unite behind a single candidate. This
is hampering its chances of beating Mr
Morales outright. Moreover, to many
'voters, Mr Mesa is associated with a

living standards in one of the e

ruled by member
‘white citizens or the larger minority of
mestizo Bolivians, whose ancestry
includes Europeans and indigenous
th

and have helped to dis-

Mr Garcia Linera that
they will all face more difficulties com-
pared v thepevious decad, imply

campe. Secessionlst calls in pockets of
the ea: n:m

"Thm return of the left will be more
there will be worse prob-

his social-

people. Until Mr
indigenous ma]onty ‘were often treated
assecond-class i

istchorus.

‘those such as Mr Vilca, that secured his
first presidential term with 54 per cent
ofthe vote. He built on that to win again
in2009 with 64 per cent of the voteafter
the constitution was changed to allow
immediate re-election. In 2014, he had

percent of voters.

‘Thelimits of “Evonomics”, however, are
startingtobetested. With abudget defi-
cit close to 8 per cent of GDP — Latin
America’s widest after Venezuela and
Suriname — and rising external debt
levels as a result of lower commodity
prices, there are growing concerns

lems, but 1 am not pessimistic,” he says.
“If we don’t do a good job on the econ-
omy,we can't doagood jobin politics.”
However, Amaru Villanueva, a sociol-
ogist with the Friedrich-Ebert-Stiftung
foundation in Bolivia, warns that “Evo
oo\l]d bemme avictim of his own suc-

is fighting extradition, while Mr Ortiz
doesnot havea nationwide power base.
“This is damaging political blind-
ness”Fernando Molina, a political com-
mentator in La Paz, says of the
opposition.
The latest polls suggest that Mr
Morales is ahead of Mr Mesa. But it is
‘whether this difference s large
enough to prevent a run-off in Decem-
ber. Mr Morales needs at least 40 per
centof the vote, and a margin of over 10

p his closest contender,

inthe: pop\l.laﬁnn_ e pragnutlc
disenchantment, as economicwellbeing
haswon overidentity politics.”

indecd, inEl Alto,a srawiing clty of

Analysts warn the president’s strong
rural support tends to be underesti-
mated by surveys. stil, there is a possi-
bilityof a defeatna presidential clec-

of goingtoa sec-

Bolivia’s presidency had five office- nnastmng
holdersin took economy. Th iceboom  “Thisi inable, it could blow
office. And that began in 2003 hfted Bolivia and up;” hi i

ments in the day-to- dzy Tives of poor
Bolivians like himself, fuelling a new
sense of dignity.

“I played with a cloth ball like him.
‘Now, we have a football pitch with syn-
thetic grass here, and food every day,”
says MrVilca. “We haveall we need.”

Butas he prepares to run on October
20 for an unprecedented fourth term as
president — after what critics believe
‘was a bungled attempt to get around
‘constitutional term limits — Mr Morales
faces a series of profound questions.

There are warning signs that the
strong economic run could be running
out of steam — last year’s 4.2 per cent
ise in GDP, according to government
statistics, was partly the result of an
unsustainably high budget deficit. And
ina country where many young people
only remember him as president, the
59-year-old leader s facinggrowingcrit-
icism that heis becomingautocratic.

Opponents say he holds sway over the
courts and accuse members of his

ity.

et while neghbours Argentina and

commaodity prices

T T T
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Source:E
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startec
at an average of 4.9 per cent a year
‘between 2006 .

The IMF forecasts the Andean
nation’s GDP will grow 4 per cent this
year, whmh would once again be the

South America.

‘like ther membersof Latin Amer-
icals “pink tide” of leftwing govern-
ments, where earlier gains have been
undermined by economic mismanage-
‘ment, Bolivia has run prudent macr-
oeconomic policies for much of Mr
Morales's presidency. His government
hzsbeenmoreadkpnhanmmzlmanr
agingthe commodities winc

In gas and mineral-rich Bolivia, the
asis of Mr Morales's economicmodel —
which ritics dub a form of “state capi-

"— was to renationalise resources
and redistribute tax receipts in order to
fuelinternal consumption.

plateau above La Paz, Som:Mamam, a

nndmund whichisunprecedented.

ise the economy, investing in

seller of
had made more money than ever in
recent years. But will not vote for Mr
‘Morales this time.

“Ihave always voted for him, not this
time, he's been in power for too long,”

T
ureson the governmentside, thedriving
force in the election remains the tower-
ing personality of Mr Morales. A cam-
paign slogan reads: “The best president

she says. “Iwant
‘meand my family”

Opposition concerns
‘The potential problems for the econ-

Bolivia”
“It was not our intention to treate
such a cult,” says Mr Garcia Linera.
person turned into an idol drifts away
from the people, and Evo cannot live

Mr Morales. The president also faces
criticism that he has become autocratic
inhisbehaviour.

Critics accuse him of using pliant
judges to pressure the courts. They say
e has used his offi astate-

‘Yet even in Orinoca, there is a sense
thn an era might be ending. On the
eum, he appears as the

eplc culmination of a process that
started centuries ago with indigenous

runmedia empire that encompasses tel-

evision, radioand print, and that he has

persecuted members of previous right-
" Pl s

“This museum is about the image of
the president,” says the curator, Mer-
cedes Bemnabe, but she adds that the

have also sapped support for his Move-
‘ment for Socialism (MAS) party.

phased out. “There was a statue of him
here, but we movedit tostorage”
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tothe FT Editorial

Assault on the ECB’s inflation target deserves to fail

The memo published last week by no longer exists . . . This weakensthe | economically and politically. It would | — would entail a redistribution of
several former northern European logic in aiming for a higher inflation | leave the eurozone totally exposed and | income in favour of the richer northern
FIN ANCI AL TI MES central bankers — Otmar Issing Jirgen | rate” vulnerable to a no-deal Brexi, creditor nations at the expense of the
tark Nout i rateisa | increased fonism agai poorer debtor ones.
s N . Wellink and others —is an attemptto | bitless than about 1 per cent, the fact | Europe, the Us-China trade war and ‘The memo smacks of self-dealing by
"Without fear and without favour pressure the European Central Bank | that the “old guard” does not wantto | the fallout from the attempted the retired central bankers whoall are
and its incoming president Christine | go higher must mean they do ot impeachment of President Donald tied to northen financial interests.
WEDNESDAY 9 OCTOBER 2019 Lagarde to puta brake on s easy. accept the current 2 per centinflation | Trump in the US. If the former central bankers really
money polces COlduard atacks | tanget which was careuly bargained | Polticall lowerig thenflaion vant the ECB o apply thebrales o5
ECB monetary easing”, October 5). The | between the mga easy money poli
“old guard” doesn’t want quantitative | southern members years before th S fesandleadtoa | writing =T
easing expanded or negative interest | criss in 1998. e i launch a major fiscal stimulus, which
9 . rates o go evenlower and are The assault on the central bank’s | south. The quickest way to put Matteo | would make the polices they so dislike
]0 nson’s Brexit blame s | st i R D | e e e i
s\r.;megyo( lowering the target inflation | Hamstringing ECB monetary policyat | for the ECB tolower its inflation gimmicks like lowering the target
. cent level to ‘The reason is that the current inflation | inflation rate. That’s not what is
ga]’ne 1ISa dangerous Step Keep further monetary easing i check. | eurszoneeconomy anda ilterng target has embodied within it an expected from solid central bankers.
is that and vhen implied distribution of income Melvyn Krauss
“thenlm -loose policy .. [ofthe h | between debtor and creditor members, | Senior Fellow,
Government is stirring up anger against UK institutions and the EU justified amajor wo\lld be act | sothat lowering Lhe target — which Hoover Institution,
the threst of deflaton and thethreat | of both thedebts | Stanford Universit, C4, US
‘The battle over Brexit is enteringthe Ireland tothe rest of the UK. TheJohn-
period of maximum danger. The red son team insists, too, that dividing the
lines the UK adopted in its latest pro-  UK’s customs territory would infringe ‘Oold guard' ought Banx di ital i o | AllL schools must
posals for a revised exit deal — that _ soverelgnty. Yetmost of Northern re- [ 'y =y L prevent such investments from have SDGs in their si
Northern reland cannot remainin the - land's business community and, poll- 0 Know T becoming two-way valves through ave s in their sights
EU i = ing shows, Itissad listinguis ‘may Tt that the Financial
it the EUS insistence EU's cust ired central the chief h mess investigating the increas
that Yet  union. Had ives of Deutsche Bank and countries. Was it not Lenin who said atives in the field of
s pursu futher compro- - “backtop” Mrs May negonamd must | Allianzcritcsng the European Central that th usthe rope iness educati
mise, Boris Johnson's pped, a Northern Irel policy and specifically with which nlike amore
now purposely steering the baal i Mario  further ing-ed
towards the rocks of a no-deal exit Instead, barring a miracle, a deal | quantitative easing without at the same technologies is difficult, but why
partasan electoral strategy. Itis whlpr before next week’s EU summit now | time attacking EU governments for not facilitate it being purloined? the UN Principles of Responsible
ping up public anger against parlia-  seems alost caus. ir Johnson must | loosening fisal plicy (“Oldgiard Dr Lawrence Haar Management Education (PRME) in

ment,the court

with the law MPs passed
d

attacks ECB monetary easing”, October

Senior Lecturer in Banking & Finance,

2007 as well as being engaged in the

ners. lexit,and | 5). They should know better and are Oxford Brookes Business School, UK development of this network, I can
‘The agenda is clear from the hostile  seek an extension to the October 31 | economical with the truth by focusing I confirm that more and more colleagues
ay i Mr  Brexitdat or to | ononly one aspect of macroeconomic Poles can save billions in business schools all over the world
Johnson'’s adviser, Dominic Cummings, ~ circumvent the law — especially after | policy. < chi are working towards achieving the
portrayed yesmdays phone mn w.m committing in court to respect it — The reason there are negative by switching from coal sustainable development goals (SDG).
Angela Merkel. A i i i entire Tourreport poland lolgstostick | Thesenitatives, whichareoften
ing daimed that th it bt official ic stis with coal in defiance of Brussels”
lo intating Norther reland cold . busterthatthey ight persuadesome | upon monetary polcy. The Geran (October 3) quotes Poland , cover
“never” leave the EU customs union, i h be adviser, Plotr Naimski, assaying thatt | the ieldsof research and teaching, as
hadadopteda‘“new positon”.Infact, if  even they now seem to concede the | especially ashamed as not feasible” for of the schools.
Ms Merkel said ’s hands are tied. The EU | balanced budget rule and the country | expecta “return’. Yes, wehavemany | Poland to meet the EU ‘The UN PRME network
lines —and Berlinis declining to com-  should grant a long enough delay for | that wil probably benefit the most fewer start-ups than we would want, | emissions goal by 2050. excllent pltform o celebrate, discuss
ment — she was merely restating the Britain to hold an election aimed at | from further QE i i I WWF’
it i it Nigel Williams tied up in public companies. Instead it | opposite. While Poland vill need to However Ui posiive develpment
“Theonly way leftnodoubt | Chairman, is the demand of publicand private €sbn- | in
rderbetween north and south s for s stand ona platform | Royaiton Parners, equity wsue | €76bnto anear  mainstream, asit s being
‘Northern Ireland to: that Luxembourg ‘market i it ha ina only few isolated
EU’s customs territory — or for e pollinto the most ran- dreams of ifit shifts plams, and even then i s ofin poorly
‘whole UK to do so. Michel Barnier, the  corous in Britain's modern history. Itis | Shareholders won't be i kets benefit | it i yet
EU's chief negotiator, proposed the  constructing a narrative that blames | ¢ ' oo v flighty capial, ot socety atlarge. ‘What's more, reaching net zero e el High expertations of
former. After grappling with thessue treacherous “remainer” MPs, judges, Tcannot disagree with Professor emissions by 2050 will bring Poland | students, business and civil society
for much 0f 2017, then prime minister  Dublin, Berlin and Paris — anyone but nd Business Roundtabl direct savings of €55bn on total energy | with regards to social and
‘Theresa May chose the latter. UK offi- itself — for thwarting Mr Johnson's ll- | that's agood thing’, says Jesse Fried | appears merely to be “payinglip costs, as well as €20bn of avoided environmental emergencies.
cials warned the incoming Johnson  advised pledge to deliver Brexit this | (October ). “That’s the way it s, and by | healthand costs. Rather than justcreating new
nt this year it would facethe month “door die”. that's the way it should be” Except that not The scientifi isclear: coal | initiatives,
same choice. Technological solutions _The EU council president Donald | itisn', andit shouldr't, but people come first. I could not di pover if revise their teaching and research in
i ime minister proposed ight ime mi itis, and that's the that thisisa good thing”. the climate criis. The EU needs to both content and form. We must stop
Jastweek —mosly yet o bedeveloped  ster against playing 2 “stupid blame | problem. Michelle Meagher continue to support Poland and other | teaching business models and
theborder.  game”when i ‘The idea that Senor Policy Fellow, 9 ‘make that theories or
‘The government's position reflects, A responsible UK would | consciously or arethe | Centrefor. change. But by stickingits head inthe | are not compatible with the SDGs or
in part, ts rel votesofthe  reectsucha divisi After11 | best University College London, UK sand on coal power, Poland is shooting | climate targets as defined in the Paris
Democratic Unionist Party — which  turbulent in office, the sad across is hig):]y . . . itself in the foot. Agreement. And we must stop
rejects any arrangements it sees as  clusion is that th I Committee is protecting | mke Lubbeke encouraging and rewarding research
Ioosening the ties binding Northern i rofcs” o . Head of Climate and Energy, without analysing its impact
" & chlef executives or rm our intellectual property WWFérumpmn Policy ;lg?yce alignment with the smls:a evenifitis
investors. If that werethecasethen it | mher column “US hostility to Chinese | Brussels, Belgium published in top academic journals.
would i innovation at risk” : ‘The FT can actively contribute to
com.;ames the considerable privilege | (October 4) Gillian Tett asks us to Poet’s 1923 observation this transformation by integrating new
theright to incorporate. What tothe | worry about whether technology start- riteria in the ranking of business
s i e o ‘excesscapital” | ups a supported by well known continues to resonate schools and their programmes. The UN
HSBC(C’s cuts are an ear VAL e et |ETia e e
research and u thenew y l.uslg\m October 4)of | the formulation of these criteria.
= 2 itionit tougher from the Committee with the
warni ng Slg[lal to bar]_ks sustainable economy. on Foreign Investment in the US. self-defined stable genius fantasy-lite | Associate Dean for Faculty and Research,
Protecting nvestors is one of the Thous has thelarest, mostlquid | presdency of Donald Trump reminds | AudencaBustes Sl
primary roles of butit | capital ‘me of e continuing contextual ‘Nantes, France
Plans to cut up to 10,000 jobs suggest group is ahead of the curve B e imagine that an exciting new historical relevance of the late poet
workers, suppliers, customers, technology might e starved for funds | Villam Carlos Willams melancholy | opgon on Frcom
Itmay seem out of character for HSBC  interms the Euro- ities, the envis local | because of lament that: “The pure products of R i
tobe weighing an aggressive round of i Inthefirst | and national theyall ‘Ms Tett needs tolook hm,her down | America gocrazy” e
cost-cutting, putting up to10,000jobs  half of 2019, the group’s tie their i theroad at the ‘Toby Zanin threatto Generation Z
at i This, aftrall, s thelunberng | £ato n Burope was 9. percent — | varylagextents All should rightly arpree o the Goiee 17t £0 Toronto, ON, Canada wwwft.com/opinion
giant of global banking, an institution
i ionsi HSBC respond
countries around the world. With pre- decmvely to 2 more challenging envi-
tax profitof $12.4bn in the first half of ~ ronment this year. Deutsche Bankand Beware the ‘The last time I stood inside the complex isa fine, if thoroughly telephone app?1 thought so. You may
this year, it is performing fine, too.  Société Générale have announced complex of drab communist-era ‘museu. relief | feel bl i
‘While many western peers are strug- ~ restructuring operations, amid a par- d g 't , St 9 ‘buildings on Normannenstrasse, ariot | that1stepped outside and walked services, for example, but that app
gling as net interest margins are ticular weakness in their investment Igitat Stast erupted around me. towards the U-Bahn sttionin the may be bundiingand sellngthat
squeezed by ultra-low or zero interest  banking units. But HSBC is the first to . k ‘That was mid-January 1990, when1 | bright ne. How Do you really want a
rates, HSBC's presence in fast-growing o so from a position of strength. It i your pocre (8 was! uavg]]j]‘gthruugh newly freed wonderful that the era ) data services company to know that
Asian markets has given ita powerful  actually increased profitability in the i s over, 1 you visited a certain kind of legal or
offsettonear-stagnationin Europe. first halfof the year and generated a Justin m@m Weladheadtat | thoughtas ook outmy Phoneto | medil specalis O that wheyou
i interim chief ‘more crowds were storming the Stasi check Google profess to be a vegan you sometimes
executive tolaunch such an initiative. 11 per cent — far ahead of most Euro- e el | it el [ vt ot
‘Noel Quinn was installed as acting CEO anrivz East Berlin. By then, two monthsafter | over atall. Rather, it had escalated toa |  So what can we do to avoid the Stasi
in August after the abrupt ejection of For HSBC to beseenin the vanguard the openingof the Wall, it was clear | newlevel of data volume, speed, in our pocket? Consider switchingtoa
John Flint. Mr Quinn has quickly of adapting to a changed macro situa- that the game was up. Communist efficiency and, most Before you install a
grasped one of the few levers a bank  tion s at odds with its justifiable char- i i i wilful iance. Now1—and | new app, read what permissionsitis
canpullinsuchan environment.Inthe  acterisation as a big bureaucracy. Evi- another. everyone requesting. Does
background, chairman Mark Tuckeris  dence suggests the view is accurate Locals feared that East Germany’s | carryinga digital Stasi in my pocket. | game with amazing graphics really
likely tohave playeda key role. Evenin  nonetheless. Despite regular changes. ruling powers would try to destroy the | Not only was1 willingly feeding more | need to access your private messages?
the months before his departure, Mr  of management over the past decade or files. As the crowd surged in we personal data than Mielke could have | Oris ta front to Hoover up your data
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sNarendra Modi the incrementalist
suddenly becoming Modi the rad-
ical reformer? In his first term as
Indian prime minister, from 2014~
2019, Mr Modi made a number of
small changes but avoided sweeping
liberalisation of the economy. The first
budgetof s second term, presntedin

A burst of privatisation looks imminent in India

Bangla- in May has given him the politi
deshbutcan nowconsider India. containers. Theslnypmgcurporauonuf ital to take risks and the opposition is
Next, some best Indiat “The other divided. His victory

publicsector companies are about to be.
privatised. In his first term, Mr Modi
privatised nothing. He sold minority
stakes in many public companies to
raise revenue, but kept management
control. A halfhearted attempt to priva-
tise Air India last year attracted no bids
because of onerous sale conditions. That
fiasco put privatisation on the back
burner.

Today, a burst of privatisation looks
imminent. Last week, a committee

'rhat approach is suddenly changing.
Last month the government slashed the
‘corporate tax rate from 30 per cent to22
per cent (plus surcharges), and to15 per
cent. i i

five companies. The matter will now go
toa cabinet committee that is expected
to clear it quickly, so that sales can be
completed by the end of this fiscal year

ufacturing made by April 2023. India s
atlast competitive with its Asian riv:
‘companies exiting China have mcsdy

two candidates are smaller and will
probably be bought by larger public

six major airports and, despite trade
‘union protests, auctionsare planned for
20 to 25 more. Rail passenger services

promised a grant of R$6,000 per small
farmer before May’s election and has
now extended it to all farmers. He also

but costly plans to pro-

privatisation. But the first three compa-

Modi’s election
victory in May has
given him the political
capital to take risks
nies are highly profitable and respected.

Meanwhile, Air India is to be put up

for sale again, this time without the
restrictions. The government may

’s fiscal deficit

hasalso helped to silence opp f  have longbeena monop- has ambiti
ivatisation within hi not-  oly, but tend repared for all
y i 150 routes to be auctioned to pnvzue Only creative accounting can hide the
union, and the Swadeshi Jagaran parties. ’
Manch, an industrial-policy affiliate ~ torsfrom acrosstheworld. will probably be more than 4 per cent
that hates Ind beingsold  This will the govern-

toforeigners.

ment’s “asset recycling”. Since last year,

Mr Modi
have been outvoted in the upper house,

‘maintain and share toll revenue from

Iatures. Buthaving wonmany state elec-

— roads, ports,
power sunans and transmission lines.

Janata party is now not far from a major-
ity there. He has won additional politi-
al capital through histakeover of Kash-
i, upparted by egional parties who
gavehima

mmnew Last March, asale of 680km of
‘roads fetched Rs97bn..

Another reason for Mr Modi's new
radicalism is fiscal stress. To win elec-

of gross domestic product against
the budgeted 3.3 per cent. The slow-
down has badly dented tax revenue.
Mr Modi s keen on fiscal prudence and
his various forms of privatisation can
help, apart from improving long-term

efficiency.
India still needs reforms to bring
down the cost of land, labour, capital,
electricity and freightrates to thelevels
ofits Asianrivas. The old Mr Modi was
Might the

pmmmed by opposition parties. India
hasatlea:

in “The star also take over part of the airline’s theupperhouse.

block,

largestcompanybysales. The Container ~ Why has Mr Modi’s approach domination of the economy in other
i India is a major logisti changed? Hi i ictory  way i i

e pressure to offer give-
aways never diminishes. Mr Modi

newversionhaveastabatit?

‘The writer s a research fellow at the Cato
Institute

Brexitis a
journey
without end

Martin Wolf Economics

No majority exists for any deal
option with the EU, with Leavers
as much to blame as Remainers

1933, Joseph Goebbelsstated that,
“The modern structure of the Ger-
man State is a higher form of
democracy in which, by virtue of
the people’s mandate, the govern-

‘ment s exercised authoritatively while

thereisnopossibility for parliamentary

interference, to obliterate and render
ineffective the execution of the nation’s

Wil tis a measure of how far the UK

Contrary to what Brexiters insist,
parliamentary involvement is not an
unwarranted intrusion. Any referen-
dum requires legislation. This one also
required negotiation and agreement.
Alas, no majority exists for any option
for a deal with the EU. Brexiters are as
‘much toblamefor this as Remainers.

Consequently, “no deal” has emerged
as the fallback position. But the Leave

hi the prime
‘minister, often soundsrather like this.
‘Mr Johnson sought to prevent “parli
‘mentary interference” in Brexit negoti-
ations, by proroguing (or suspending) it
for five crucial weeks. He dissented
from the Supreme Court’s unanimous
decision that this was unlawful. He has
suggested he could ignore the Benn Act
requiring him to seek an extension to
the Article 50 deadline, should he not

ano-deal exit. There is nomandate for
what every informed observer, includ-
ing the civil service, knows would be
a disruptive and costly result. It would
also be just the beginning of negotia-
tions, not their end. But those talks
would occur in worse circumstances.
There would be pervasive economic

For the UK, the EU market exceeds US, other
advanced nations, China and India together
‘Share of goods exports by destination, year ending

Q22019 %)
- Blla'eral (UK/rest of the EU)

- ch!na

E—

UK Rest of EU"

* excludes Intra £U trade
Sources:IMF DOT; FT research

‘with border-free trade in Ireland. It also
represents a rejection of the UK’s 2017

nncertamty. This would be a mad
choic i their
e

the Irish border. Thls

== India

est of the world

£ source NISRA, Cs0.

tory policies, this would make the Irish
Sea the UK’s customs and regulatory
border with the EU. That would be

lation as the “surrender act”. Worst of
all he plans o frame the ext lection as

‘Among the most important reasons
for this outcome s the efusal, espe-

abattleof “p

How did the UK reach a pusmun in
which its prime minister regards parl-
iament as an obstacletobeignored? The

stand the EU. They needed to compre-
hend that the EUis an existential project
for ts members, not justa trade deal.

For Northern Ireland, the UK market

10 20

i Tolreland, the UK market is of declining

30 40 50

too little; for Brexiters, it is too much.
Remainers want tostay in the EU. Brex-

B e o
1995 2000 05 10 15
£ Sources: Reint; T research

matters much more than the Republic's importance
hare of exports of goods, by 2016 () ‘goods, as a % of
national income
Restoftheworld § mmm Republic of Ireland Northernreland  § == To the UK — Tonon-EU
other advanced To the EU, excluding the UK
Cross border |
100
80 Great Brifain
60
40 i Restofthe EU

parliament. With Mr Johnson cam-
paigning against parllamenl it could

would
keep the UK in the EU's customs area

have dire in both the
shortand long runs. Butit. mngu resolve

itain's reli Remember, too, that istparty: Itmight y.
the EU Itwill not ignite vi A d lity is another refer- ‘Yet theissue now is not just Brexit. Itis
allow the precedent of mhenuonally So what happens if no deal can be  endum, probably on a choice between far deeper. The Conservative party has
porous| agreed before October 317 nodeal and Remain. Suchavoteshould become an English nationalist party,

‘Some believe this plan ought to fly
‘with the EU. 1t will not. If Northern Ire-

a particularly ill-considered referen-
dum on an exceptionally cnnlem_lmls
subject into a

under the
European Court of Justice, is a central
part of that project. The EU, with 27

Tegit
imacy. Worse, the meaning of the option
that won a small majority in that refer-
endum was ill-defined. “Brexit means
Brexit” is perhaps the silliest sentence
ever uttered by a British prime minister.

‘What next? The government’s Heath
Robinson-esque plan, in which North-
ernlreland istobe inside the EUs regu-
latory system for goods but not its cus-
toms area, will be rejected as leaky,

legally

00, it could work. But, if the rest of the
UK is to have its own trade and regula-

The government’s
plan will be rejected
as leaky and legally
unenforceable

One question is whether the EU
agrees to another extension when the
British government clearly does not
want on does, but only

belegitimate since no deal played solit-
tle partin the referendum. But it would
require creation of a caretaker govern-

busily stoking populist resentment.
Meanwhile, the hard left has seized the
Labour party. The curse of extremist

with conditions. Whalmlﬂ\tlhnu be?

One possibility would be to try to
ratify Theresa May's withdrawal agree-
ment. That would allow the UK and

me
1t might also be impossible to agree a
question and then carry out a referen-
dum, without large-scale violence. To
me, another referendumis the least bad

ption.

1e EU
relationship. This would also mean a
compromise between Brexiters and
Remainers, . But!

Finally, there could be an early gen-
eral clction. A dravbackis that this

seems impossible. For Remainers, itis

y issues a m
R ‘might lead to another hung

Once people xee nppnnen's as “trai-
rs” toan “people”, demons

of hatred are wnleashed Bresit awoke
those demons. Mr Johnson, aided by
nge] Farage and his Brexit party, will
eeing them. They are
surelowrea.khavoc for averylongtime.

martinwolf@ft.com

Masters !

PMG has breathed new life

into the phrase “petty bean-

counters” with a recent deci-

sion to cancel work mublle
fi

Pinching pennies is all too often pound-foolish

Economic gloom is spreading world-
wide with Europe and the UK looking
particularly vulnerable. It emerged on
Monday that global lender HSEC plans
to axe 10,000 jobs and fund manager
Invesco has cut1,300.

‘There are also firm specific reasons
to trim spending: KPMG, under pres-
sure after a series of scandals, has told
employees that the costs of the UK busi-
ness were higher than others nitsglobal
network as well as UK rivals. The firm
argues that the phone cull will encour-

took pride in being known as “meanest
company in America”. It refused to
reimburse tips of more than 17 per cent
on restaurant meals and required
employees toshare hotelrooms on busi-
ness trips. Mr Ergen followed the latter

Lock up stationery for

the Christmas holidays

and company managers
risk real fury

‘phones for
or ime and says that employe

‘Them Y ‘the Big lotor need to b d  rule hlmsel.i much to the dlsmay of
Four ispartofalarger outof fbeing his
cost-cutting drive that will include let-  Supporters of this kind of cost-cutting

ting go about 200 secretaries and per-
sonal assistants and telling partners to

argue that such steps make a strong
statement that the company really is

Few people would take issue with
the need to keep down costs right now.

roommate.
Pammomhfooﬂ)a]lclnbplayelshave

But André Spicer, a professor of
‘organisational behaviour at Cass Busi-
ness School, warns that such symbolic
cost cutting can easily do more harm
than good. “A lot of the time, they
undermine the purposes of what they
are trying to achieve. People are much

“Itsnotonly agreat way tofind dollars
. ; siigmb

same safety equipment or even hot

also more environmentally friendly,”
Mr Chai’s message said, according to
Crunchbase news. The savings are

drinks. This not

ers of basic benefits. It also bolsters the
company’s case that they are contrac-
tors and not entitled to the same bene-

soltwareengj.neemz m{permntoﬁ.he

things,” hesays.
E

mployees can

second quarteralone.

why a

y

‘The underlying problem for man-
agers may be that the burdens of cost-
cutting are rarely shared evenly, as a
2012 study publmhed in the American

=

iew revealed. It found

y
ora swath of near-empty retail outlets,
Prof Spicer says. But take away the

—postage, local travel, etc — thatused to
be routinely approved. Bedding down

Revid
that efforts to automate, reduce
bureaucracy and eliminate waste have
histori be

h' om administration in 1998. Players

When Charlie Ergen was chief exec-
utiveof Dish, the U

were happy to give up their bonuses for

trolleyorlockupthesta-  new expenses procedures eats money associated with rising
tionery over i ! and tim numbers of managers and increased
managers riskreal fury. core activities. This mightbe worthitif  manager pay

Uber recently discovered this when butoften  Rather S
it stopped sending i
i el b sl 2o b e into something far more divisive:

of their joining. Chief Thegigeconomyhascreatedapartic- employees feel the pain while execu-

financia officer Nelson Chai emailed  ularly nasty variation on b i

staff to
e e $200,000.

ing.
often refuse to provide them with the

brooke masters@ft.com
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PageGroup/recruitment: Brexit wrecks it

S sl e e e e s
d Robert histor

woes of

rically, share

igns of Y emerge.

Twitter: @FTLex European recruiters and economic activity Valuations
Share prices, rebased (€) EU composite PMI (>50 = growth) i Ratio of share price to earnings
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and Brexit cou rove disruptive.
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Charles Li compared himselfto Romeo | household bills in Romeo and juliet e o | USpizatitan Domino’ Pizza prides
in his doomed pursuit of the London ‘Part II. With good reason. |54 | PageGroup Rands'ad itself on its tech-savvy ways. Its early
stock Exchange. The Hong Kong 120— Robert Wal'efs Manpower Adecco embrace of everything from a real-time
bourse boss more closely resembled o Ay order tracker to emoji text ordering
Tybalt in trying to bust up a haj - 100— A g has helped keep sales growth piping
couple. Having given Lhezupbl:xl-’rvy to Infrastructure/Cellnex: IR e ey hotin ul:id ldlr:lv)compeuhve l’avszcasna.l
his approach atan enterprise valueof | POUNd Wave 80 — M PageGroup 15 | food space.
£31.6bn, LSE must now make ago of it 50 Robert Walters - 10 But the rise of on-demand delivery
wnh Refinitiv. ‘There is much talk about the promise 60 — PageGroup 5 services such as Uber Eats, Grubhub,
MrLi of y for i o Postmates Illd DDOI'DZS‘l is threatening
vadly mishudged s bable lsworst | for network 40—y - - - - 5 | tocrash party. The
mistake was to believe that an offer of | operators. Forget about them. 2014 1 17 18 19 — apps, whichallow iy
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event-driven hedge funds. Theyhad | UK's Argiva for £2bn. A decent price 6 per cent yesterday after warnings | job losses caused by a financial risisor | in Hong Kong and the impactof trade | Domino’s said yesterday. Thatis the
already given their blessing to the paid cannot disguise the fact that onfull yea profs. An end toBrect | central bank tghtening UK fblesnes | warson manlandchira slowest growth in at least 15 quarters.
‘group’s purchase of Refinitiv, Reuters’ | Cellnex i iself overvalued. miseryis notyet in sight. s below 4 per cent. But the political European recruiters sound the Dominosalso eased its sales outlook.
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shares offer little dividend yield. The
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Car crash GM — and its workers — pay a
heavy price as strike drags on — awauss, eace 1

staff before shareholders?

Human shield Is Japan Inc right to put

— INSIDE ASIA, PAGE 12

Nissan appoints China head as chief

o Carmaker promotes Uchida @ Move to end board rift @ Ghosn whistleblower sidelined

DAVID KEOHANE — PARIS
LEO LEWIS AND KANA INAGAKI — TOKYO
Nissan has appointed anew chief execu-
tive and sidelined the whistleblower
behind Carlos Ghosn’s downfall in an
effort to end the boardroom rift that has
threatened the carmaker’ssurvival.

The unanimous board decision to
appoint Makoto Uchida, head of China
operations, to lead the “new Nissan”
ends a three-month search to replace

fu)cvnu'olofl‘llssan Paralysi d
as left

‘misconduct,

T

b]e to fucus on its core business, its

recovery plan and its frayed relations
ith French partner Renault.

The selection process itself was
fraught with tension as the board
clashed over how its 10-month investi-
gation into Mr Ghosn’s financial deal-
ings had been conducted, according to
pmplewil_hhawledge ofthesituation.

successor who himself was ousted in
September.
el dm o T el o)

why
i el e T
attherole of Hari Nada, the former head
i

that }
laid bare the extent of the “toxic”! haﬂ]e

againsthis et Mr Ghosn, who

After pressure within Nissan was
intensified by criticism from Renault,
Mr Nada’s role has been significantly
diminished, although he has not
resigned, say people familiar with the
decision. Some have questioned
‘whether Nissan s legally ableto dismiss
Mr Nada given his role as a whistle-
blower and say talks are under way to
makehim “asenior adviser”.

Nissan declined to comment on the
status of Mr Nada, who did not respond
toarequestfor comment.

Mr Ghosn's arrest last year, and the
breakdown of ties with Renault, left

Tall
Risk

. RPN Laurence

- issan searching for aleader tosignal a 4

Todayits e breakcboth frmthe Giuener | Fletcher

adisaster. i i

» i “Today it's a disaster,” a person close

Ev ey thin g R e e el W

is out of ‘meeting. “Everything is out of control. i to October. Europe,

ot Nobody seems to be in command and has seeni index
e otlast long. Now it’s enough.” givebackall its gains from September.

Now it's ‘Mr Uchid: adecads i T

enough’ ataJapanese trading house beforejoin- |  delivered atotal return of 16 per cent this year, while the

ing Nissan in 2003. Masakazu Toyodn,

S&P500 has returned almost 20 per cent.

head of the

equity

ith Renault, saying that this was the
mainreason hehadjoined Nissan.
Additional reporting by Peter Campbell

in Dubai

resilience. with the
usstillin “agood plm sccording toJay Powel, Federal
Reserve chairman, a severe contraction looks unlikely.
Central banks appear ready to step in when things get
dicey and higher government spending in Europe is
expected. And when bonds are offering you negligible or

Spark into action Manufacturing malaise spurs central banks to cut rates

More than halfof central banks arein
easingmode, the biggest proportionssince
the financial crisis. The third quarter saw
58.5 per cent of central banks cutinterest
ratesin responsetoa deepeningmalaise
in global manufacturing, which mcorded
itslongest downturninseven ye:

UBS analystsestimated uut a.nnuz.llsed
third-quarter global growth was2.3 per
cent, near the lows of the final quarter of

2018, when trade war disruption wasatits %\

peak. Theslowdown was consistent witha
“global confidence shock’ they said,
given the concentration of weaknessin
survey data. The European Central Bank
cutrateslast month as part of its biggest
stimulus packagein threeyears, followed
by theUs Federal Reserve's second
reduction thisyear.

Only three of 41 countries raised rates
inthe third quarter. Robust economic
‘growthin Norway prompted athird
increase this year, while Kazakhstan
raised rates owing to worries over
inflation. Interestrates wereratcheted up

in Argentinatosupport the currency after

President Mauricio Macri’s defeatin the
August presidential primary.

Ratecuts have continued into the fourth £

quarter. Australia, Iceland and India all
loosened policy last week and the market
s pricingasignificant probability of
another cut from the Fed thismonth. The
Bank of Japan — whererates have been on
hold for more than three years —isalso
expected to cut this month. Caroline Grady
Letters page8

Markets Insight page 20

Central banks across globe

accelerated easing in Q3
Share of central banks cutfing rates
[¢3]

However, thereis cause to be wary of each of these four
pillars. Take US growth. “The underlying global momen-
tumis weaker than generally accepted.” said Ralf Preusser,
at Bank of America Merrill Lynch. The US has remained

resilient only “due to the fact
that the Fed has delivereda B i
= i Tl?e Fed put is
‘The assumption of central - quite far away
bank support for marketsis it could be

also shaky. Mr Powell may
have given the impression

10-20 per cent

]
U™
W

below where

prices butit s unclear when .
stocks are now’

aidmight materialise.
“The Fed put’s quite far
‘away — it coul cent]
now,” said Graham Neilson, at Fulcrum Asset Manage-
‘ment, who believes the Fed has more of an eye on the tight.
s labour market and “excessive leverage”. His weighting
instocksisabout halfitsaverage, on that bsis.

Fiscal stimulus s often touted as picking up the baton

But,

T T T G
2000 05 10 15 19
Manufacturing growth
has slowed
Annual change in output (%)

/\ .5

likely tobe temporary.

outcost,” said Mr Neilson.
Supply-side reforms, which are more likely to deliver
i have failed fali h

eurozone. Indeed, years of quantitative easing have eased
the pressure on governments to come up with growth-
friendly measures.

Non-
manufacturing 7

yieldi
bonds. Geraldine Sundstrom, a Pimco fund manager,
‘warns that equity yields in Europe might seem attractive
but valuations are “fairly expensive” and balance sheets

Moreover, some hedge funds are whispering that, with
borrowing costs at such low levels, governments must
eventually be lured into issuing more debt. That would

T T T T
2015 16 17 18 19
‘Sources: UBS; T research

Equity bulls have had a good run. But they could soon

discover

I )

ted central

Revamped Hitachi focuses
on fast-growing sectors

Hong Kong bourse ditches £32bn bid
for LSE after charm offensive falls flat

DAMIEL SHANE AND
ALICE WOODHOUSE — HONG KONG.
PHILIP STAPFORD - LONDON

‘The Hong Kong doned its

month ago, amounted to £83.61 per

shareand required the LSE togive upits

agreed deal to buy Refinitiv, the data
i fc

Abivision of

‘The bid faced concerns over antitrust
and regulatory approval, particularly
over HKEX governance. The territory’s

Beijing, app-

£32bn offer for the London Stock
Exchange Group yesterday, endlng its

Thel

13HKEX

shareholders remained unmoved by a
hy K HKEX. ive. The

attempt to create a

kets operator and break up the ISE s

LSE said it remained committed to the

in
landscape. It nearly collapsed under an

CharlesLi

Exchanges andcleanng said the com-

Shares in HKEX, which had until the
end of today to make a formal bid,

The bid had arrived to a troubled
backdrop. Hong Kong’s stock market
turned in the worst performance among
developed markets in the third quarter,
in part because of the political crisis in
the territory, sparked by violent pro-

gained 2.3 per cent

$8bn loss in the fi I crisis, but it
survived. Now, affer a decade of
agonising restructuring, the group is
focused on pushing info fast-growing
sectors, such as the infernet of things.
Analysls » paGe 15

day.L nt.

i e T
holders. “We only regret the chances we
didn’t take,” he said. “We believe the
strategic rationale for the combination
of our two businessesis compelli

‘The cash-and-stock offer, tabled a

Chris Turner, an analyst at Berenberg,
said HKEX's pulling the plug reflected
its finances. “Investors were asking
them to sweeten the bid to £95 and
upwards, yet even a simple merger

HKEXisvyingtomaintainits position
as a gateway to China against competi-
tion from Shanghai and Shenzhen. The
choice not to pursue the LSE acquisition
raised questions over HKEX strategy.
Lexpage10
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Norway fund to publish all voting plans

Sovereign vehicle hopes
openness before investor
meetings can ease reforms

RICHARD MILNE
NORDIC AND BALTIC C¢

oil fund, said that by the end of that
iod “weai ish all our voting
instructions ahead of shareholder meet-

ings wherethisis practicable”.
‘The Norwegian fund is one of the
worlds blggest mvmors, owning the
listed

‘The largest sovereign wealth fund is
aiming by 2022 to release all its voting
intentions ahead of the annual meetings
of the 9,000 companies it owns in a
‘move that will shake up hw investors

company = havn\g stakes in more
than9,000 groupsin
It

tionsa couple of times a year had been
“more effective than we thought” in
changing corporate behaviour. He
added that it was a “sharp tool, not a
blunt tool” and needed to be used care-
fully as companies were often compro-
mised under the mere threat that it
'might disclose its voting intention early.
The oil fund's investment mandate,

it

investor, becoming involved in issues
such as executive pay, climate change
disclosure and board composition, not

aims to hold 70 per cent in equities,
5 per cent in property and the rest in
‘bonds.

The new strategy fleshes out the

approach corporate governan least trying to keep the roles of chief
S st e ey ? separate. fund’
yw it has voted within 24 hours energy

of annual meetings but since 2015 has
disclosed a handful of times a year

the hlgges! companies in the world this
‘year, including Apple, Alphabet, Gold-

Inits strategy document for 2020-22
unveiled yesterday, Norges Bank Invest-

‘Yngve Slyngstad, the fund’s chief
executive, told the Financial Times in

i saying that it
expects such assets — primarily wind
and solar farms — to account for about.
1per cent, or $11bn currently.

For the first time since ts inception in
1996, the fund is expected to reduce its

a

number of empl. By 2022, it

should have 500 workers, 100 fewer

‘Share of all global ay, as a result of natural attri-
stocks held by tion in some posts and the moving of
the Norwegian some functions such as communica-
i tions and human resources to Norges
Bank, Norway's central bank.

‘The oil fund said it would consider
Staff the fund investing more in unlisted companies
expectstohave by looking to float on the market despi

2022 — 100 fewer concern in Norway over its one such
o=y investment so far before the aborted ini-

tial public offering of the company
behind Formula One motor racing.

It added that it would “increase our
active positioning around corporate
actions and capital market events such
asinitial publicofferings and secondary
offerings”. The fund also repeated its
warning that the Norwegian public
should be prepared for “Sgnificant luc-

INSIDE BUSINESS

Unizo battle puts
Japan's stakeholder
model in spotlight

hen Toyota became the first Japanese

group to reach the $280bn milestone in

annual revenuein May, Akio Toyoda, chief

executive, thanked employees for their

rts and customers, dealers and suppli-

ers for their support. In Japanese fashion, investors were

Corporate Japan has hitorically embraced this more
model

tuations” in its
exposure to equities.

of capitalism, with value
placed on longer-term interests: ufployees and society.

Banks

German
state-backed
lenders agree
merger talks

OLAF STORBECK — FRANKFURT

‘Germany’s state-backed banking sys-

tem is pushingahead with merger talks

that could create a financial power-

house with €260bn in assets and
staff.

‘The decision to start formal discussions
between Frankfurt-based lender
Helaba and asset manager Deka was
n yesterday by the regional banking
executives that control them.

Landesbanken are regional, whole-
sale-focused institutions that serve the
Tocal Sparkassen, or savings banks, and
are co-owned by the sparkassen and
regional

‘The enlarged T
driving force in consolidation within
Germany's fragmented public banking
sector, whichis reeling from lowinterest
rates, high costs and a series of expen-
sive bailouts for state-owned regional
lenders.

“In the long run, local Sparkassen
want to have one efficient wholesale
institution that can support local sav-

banksinamore powerful way,” one
person briefed on the plans told the
Financial Times. At a later stage, a
‘merged Helaba-Deka could eventually
be the vebicle fo future mergers,
involving
Stuttgart-| based LBBW and Munich-

An earlier attempt to usher in consoli-
dation failed when Helaba walked away
from merger talks with struggling
Hanover-based Landesbank NordLE.
NordLB was later saved by a €3.5bn
‘bailout from the state of Lower Saxony
and regional savingbanks.

So far, regional bankers and policy-
‘makers have been reluctant to waive
control over “their” lenders.

However, the wind-down of Dissel-

’/I/,,,

Fender accused of fine-tuning guitar prices

KATE BEIOLEY — LONDON

‘The European arm of Fender, creator
of the famous Stratocaster guitar, has.
been accused of pressuring companies
to sell its instruments at high mini-
‘mum prices ina potential breach of UK
mmpeunon law.

dorf-based WestL ‘Ham-
burg-based HSH Nordbank to a consor-
tium of private-equity groups led by
cerberus has changed the fceofthe
Landes

The upemd T e
from the taxpayer also undermined the
confidence in the Landesbanken's busi-
nessmodel an
Jan Pieter xralmen, ymfeswr of
rsity, said:
R T T s
and [a merger between Helaba and

Markets Author-
uy sald It s\lspecud Fender Muslal

equity, the idea of shareholder supremacy is far from

S0 when Unizo Holdings, a little-known Tokyo-based
property group, last month invoked employee protection
in withdrawing its recommendation for Fortress Invest-
ment’s $1.3bn white knight bid, its underlying logic was
notalien to il i it

unique, Unizo argued, its concept of corporate value —

employees —should merit global accept
‘Take the US. In August, 181US et abandoned thelr

primacy,
eed to consider e e
alongside short-term pursuit of profits.
y
pany forall
thewrongreasons.

‘The Unizosaga, which began in July when travel agency
licited bid, has drawn is

somy i including Elliott Manag
ment. In August, Unizo turned to SoftBank-backed For-

from below ¥1,800 ($17) to above ¥4,880. The climb
rced a shift in strategy for Unizo, ened
sions with Blackstone over a bid 25 per cent higher than
the Fortress offer of ¥4,000 per:

But instead of seeking a higher offer, Unizo turned
against Fortress, and potentially against its shareholders,
‘when it outlined a list of unorthodox conditions that any
existing and future bidder
mustaccept.

This is how Unizo's scheme
to protect staff interests
would work. An entity con-
trolled by employees was
formed to acquire a stake in
the group once Fortress or
Blackstone had completed
its takeover. According to
Fortres:

Employee
protection was
invoked in the
jilting of the
white knight

number of ies. The

ination of directors, management. strmgy ernployrnen!
conditions, and the sale of properties. This group would

Investorsin
akin to a “stealth” management buyout to entrench man-
agement. Unizo has said the structure would not involve
sy of s execttives but it g done e to alaythese
concerns by refusing to deny the possibility of manage-
mentjoiningthe employee scheme.

E.mployee protection is a legitimate concern for any

ously because t removes one nfthtbenr Fender's during an inspection in mid-2018 in pmmue not to lay off staff. But in Unizo's case, are thm
efitsof was i

quickly find a better price by shnpplng made famousby  company’s East hid 10

it el e M 5l e e e i e interested jesi ot i But
selling at the prices they want to, and both Fortr to maintain

Lt i

T competition watchdog, which
opened itsinvestigation last year, said in
astatement yeslerday that its findings

lcybdweenzm.'sand 2018 of pressuring
online retailers to sell its guitars at or
abovea specificprice.

Fender Europe is the latest musical
instrument company targeted by the
CMA in relation

e o b ot e
there had been a breach of competition
rules. It il “carefully consider any rep-
resentations from the company before
reaching a final decision’, itadded. The
cMA ‘up to 10 per cent

nance (RPM), which prevents custom-

of global turnover if it condllrlex there

£3.7m fine for Casio Electronics in
August.

“ i i ‘make it much

Fender’s Stratocaster is a widely cop-
ied guitar that was created in the 1950

“The whole banking sector in
Germany is suffering from weak earn-
ings, and consolidation needs to be part
of the response,” said Jérg Rocholl, pre
ident of Berlin-based business school
ESMT.

asier tocompare pncesandhnnlduwn

ing Eric Clapton, George Harrison and

tant for potentially big purchases ke a
guitar,” said Ann Pope, senior director of
antitrustat the CMA.

‘The guitar manufacturer, which had
global sales of more than $500m last
year, has already been fined £25,000 by
theCMA idis

REMveryseri-

asJimi Hendrix  the CMA by Fender
o R Ratems i
A Fender Emea spokesperson said:
“Fender is co-operating fully with the
CMAs investigation and we are review-
findings. Due to the

nd Black

would stay intact in the scenario l.hey turn hostile s
unclear. Ti

tection in an ultra-tight labour market where cumpames

S process, we will not com- 1fUn p
atthistime”. fe ‘hallenge i they can rait P
n foforille- 2
glly itsdigital | —thep d by Black and not well below
‘pianos and h mum their!

prices between 2013and 2018 and using
software that monitored online pricesto

Companies are under pressure to align management
goals with making profits and meeting responsibilities

Th TR it

‘this effort viewisusedasa

practices smce the i and

ld by irinterests.

Including Caslo, the CMA has issued
fourfines orsuch behaviour

itis time for the “management-friendly sharehold-
h

over an estimated £440m annually in
the UK, according to the CMA, and
online sales of instruments have grown
toabout 40 per cent of the market.

ings and other business ties — to break
from tradition by making their stance clear on what kind
of management behaviour is acceptable.

kana.inagaki@ft.com

Technology

Samsung eyes profit fall and turn in chip cycle

SONG JUNG-A — SEOUL

Samsung Electronics expects third-
quarter profit to fall for a fourth
straight quarter, weighed down by
lower memory chip prices but beating
projections amid signs of a chip cycle
recovery.

Operating profit at the maker of micro-
chips and smartphones fell 56 per cent
to Won7.7tn ($6.4bn) in the July-Sep-

Analysts said the worst was behind
the Korean company, pointing to its
guidance of a 167 per cent quarter-on-
quarter rise n operating profits.

arefallng fastas lower chip prices spark
Song

increase for memory chips s likely to

ng figures
thismonth.

‘The company generates more than
Balf it operating profit from chips,
prices of which have be

Samsung shares are up 24 per cent
this year amid expectations of a recov-

Medla

Sorrell snaps up Valley marketing agency

ALEX BARKER

that isS4s

digital producti

S e
the latest step in its expansion, aequn--

Sir Martin said Firewood had “an

years.

S4% steady expansion through acquisi-
lions has come at the same time as Sir

any of for

ing Firewood in a deal that values the
Silcon Valley-based digtal mariketing
agencyat $150m.

silicon Valley's ﬁnest ST
with Google that

‘WEP and the advertising holding com-

itSesmost  panies he played such a significant role

i ‘benefited from

st year, Miceon Technology, a USival,
gavea bleak outlook last month, citing

US sanctions against China rival Hua-
wei, while its display business was

a year ago, Samsung said yesterday.
‘That was better than the Won6.9tn esti-

Iped by

Analysts said the i was near-
ing the bottom of the cycle, but a full

Bloomberg.
sales fell 5.3 per cent to Won62tn,
said.

y this
year because of the trade war and the
slowing global economy. “Inventories

Th i is partof
Sir Martin's effort to rapidly build the
digital-only business he launched in
May 2018, a month after being forced
out of WPP, the advertising group he
builtup.

significant relauunshxp. ‘e will now
have over 1,800 professionals in 23
countries, with over 500 in each of two
nodes, one in Silicon Valley and one in
Amster o

The 74-year-old launched s4 as a dig-
ital marketing venture to tap a fast-

to announce a Won13tn i

ill

plan tomorrow for its display business
Sl ED panel

in advertising that he
argues is badly served by the biggest

in turnover this year, merge
with -dam-based i a

e

indeveloping.
1t will pay suz .5m, with approxi-
‘mately halfin cash and half in shares. A
funmrsmm payment is made f Fire-
which specialisesin “embedding”
its creative and marketing experts with
the internal teams of clients, reaches
expected operatingtargets this year.
Firewood employs about 300 staff
and its client list includes Facebook,
Google, Linked
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Questions swirl over Hong Kong's failed LSE bid

Market participants speculate that involvement by Beijing could help explain a move that looked doomed from the start

PHILIP STAFFORD AND HENNY SENDER

‘AsCharles Li abandoned his £32bn pur-
suit of the London Stock Exchange, he
admitted to not having a crystal ball.
Few believed he needed one to know
that Hong Kong Exchanges and Clear-
ing’sbid for the LSE had looked il fated
fromthestart.

‘A successful takeover typically needs
several stars to align, but when HKEX,
which Mr L has run for almost adecade,
Taunched its bid for the LSE nearly a
month ago the backdrop could be
hardly have been more fraught.

LSE shareholders were still applaud-
ing David Schwimmer, the group’s chief
executive, who just weeks earlier had
sealed a $27bn deal for Refinitiv, the
datacompany best known for the Eikon
terminals. At the same time, fears that
Beijing was threatening Hong Kong’s
independence had triggered mass street
protests and clouded the future of the
formerEritish colony.

HKEX's decision to walk away drawsa
line under amonth-long drama that has
seen some of the world's best-known
banks and M&A boutiques lock horns
over the potential deal. It also leaves
HKEX facing the challenge of cuttingits
dependence on a domestic IPO market
that is struggling, while also adding to
the pressure on Mr Schwimmer to make

“The proposal had not been thought
through carefully” said Christopher

‘ HKEX withdraws pursuit of the LSE

LSE sh: £

Cheung, a for the
financial services sector in Hong Kong

Market cap ($bn)

Estimated sales, 2019 ($bn)

‘with thematter, HKEX drewup the plan
tobuy the LSE a year ago, but postponed
making a move because of the uncer-
tainty over Brexit. Its hand was then
forced by the LSE's deal for Refinitiv.

Yet launching the high-stakes bid
against such a testing backdrop has
raised speculation among market par-
ticipants in Hong Kong that the move
‘wasencouraged by Befjing.

“There are more questions than
answers,” says one senior banker who
has lived on both sides of the Pacific.
“Youd have thought such bright people
would not have miscalculated and
believed that they could do this deal in
‘this environment.”

The LSE’s management discovered
HKEX's decision to give up as they read
the news overnight. While the retreat
‘was not a complete surprise, shares in
the. LSE fell almost 6 per cent yesterday.
liscussions with HKEX
smcens' tial rejection.

‘Mr Schwimmer is now able to focus
on executing the Refinitiv deal, which
he claims will push the more than 300-
year old bourse into the lucrative busi-
ness of slicing and dicing market data.
Yesterday it said it had begun seeking
regulatory approval from authorities
around theworld.

For HKEX, the failure threatens to
turn 2019 into a poor year. It was
already lagging far behind New York in
listings. Mr Li is now eager to ensure it
does not suffer a double humiliation by
losing its IPO crown to rival bourses in
New York this year, one s with

and a HKEX shareholder. “Therefore QR 208 A0 B SO 60 R e e et
this was an acquisition with a lot of CME HKEX + LSE | Funds raised on Hong Kang ’s main
uncertainties. Withdrawing now, of "HKEX makes offer for LSE ERER ‘ig ICE board in2019are down 42 per cent from
course, is the best option. The share- W 50 e oME ayear ago at $18bn, while listings on
holders of HKEX weren'tconsulted,and  David Schwimmer LSE bids for financial T Deutsche Borse Nasdaq are up about 19 per cent at
alotof them actually objected.” becomes CEO data provider Refinitiv. 760 pragil Bolsa Balco Ry almost $30bn, data from Dealogic

shares in HKEX closed morethan2  of LSE Nasd: o e Mr Li had described the puunual
per cent higher yesterday, as the Asian Ca0E r-
bourse' investors welcomed the aban- J~ N ASX CBOE Global Markets porate tale of Romeo and Juliet” If he
donment Mriiand I Japan Exchange Japan Exchange ‘meant his ambitions would be dashed
the HKEX’s chairwoman, Laura Cha, HKEX abandons offer _  ingapore Exchange Euronext by a similarly doomed union, he has
had nurtured for 12 months. T y Eur Singapore Exchange been provedright.

G5 jan 2018 Jan 2019

The decision was taken at a board Additional reporting by Arash Massoudi

meeting on Monday at HKEX's = SeelLex

Exchange Square headquarters. In the
end “itwas difficult to put shareholders’

money on the line when we were lying  Lofty ambitions: _The team at Moclis was led by Caro- A (g

blind,” one person familiar with the ~HKEX's decision line Silver, who had advised Interconti-

matter said. Another person familiar  to walk away nental Exchange, the owner of theNew  Mmore cash

with the board meeting said that “Lon-  draws aline York stock Exchange, on tsattemptto ¢ the offer

don clearly did not wish to engage,” underamonth- gatecrash a planned merger between .

referringto the LSE’s management. “We  long drama that the LSE and its German rival Deutsche i like Is P I

would have had to go hostile and we has seensomeof  Bérsein 2016, Advising HKEX alsopit- 1utting ona ann | ng

didn'twant that” thebestknown  ted Ms Silver against her former col- P e oot b s
MrSchwimmer firstlearnt of HKEXs  banksand M&A  leagues from Morgan Stanley, whowere  Nicer colour

interestwhen MrLiand hisadvisers,led  boutiqueslock  workingonthe deal for LSE. Bythenthe  ghirt  jt's

by the US boutique adviser Moelis, horns over the LSE had also enlisted JPMorgan, Mr Li’s E

asked for ameeting in early September ~ potential deal  former employer and a specialist in  NOt g0ing to

atthe LSE's headquartersin theshadow ~ ~@=sh> dealsinmarket infrastructure. doenough

of St Pauls cathedral. After receivinga HKEX said yesterday that LSE's

ool reception from the LSE's manage- shareholders — in contrast to the o change

ment, HKEX stunned the City by going ange'smanagement —hadengaged  ghareholder

public with its proposal two days later with it. But few were temptedbyabid > -,

on September 11. Within 48 hours, the that wasalsobesetby politicalhurdles.  VIEWS

LSE had issueda forthright rejection. Some believed that HKEX's bid had
‘The withering dismissal by the LSE little chance of regulatory approval,

embarrassed Mr Li, one person with
knowledge of the matter said, but
HKEX quickly embarked on a three-
weektour of LSE shareholderstosell the
‘merits of its vision —and alsoraise ques-
tions over the Refinitiv deal.

especially from akey US committee that.
monitors foreign investments that
affect strategic interests. One of the
LSE's coveted assets is LCH, the clearing
house that is the world’s largest handler
ofUS-dollar denominated swaps.

For HKEX, buying the LSE offered the “Adding more cash to the offer s like
chance tolink the west to Chinese capi- putting on a nicer colour shirt — it’s not
tal markets that Beijingis determined to goingto doenough to change sharchold-

openup. As the dlockticked towards the
October 9 deadline for a formal bid,
HKEX also added HSBC, Credit Suisse
and UBS — banks that could help it tap
the debt markets ft were tosweetenits
bid—toits group of advisers.

ers’ views,” one top 20 LSE shareholder
told the FT. “The Refinitiv deal offers
something very different to what LSE.
already has, while the HKEX deal would
‘makeit more volatile and cyclical.”
According to three people familiar

Aerospace & defence

Boeing backs Virgin Galactic’s space venture

Driveinvestment
to your location

GIS Planning s a b application that provid:

need to mak

BETHAN STATON

Aerospace group Boeing will invest
$20m in Richard Branson’s Virgin
Galacucwhenlhemmpanygoespubhc

the only private company to send peo-
ple to the edge of space in commercial
‘vehicles, making it a leader in a field in
competition with Elon Musk's SpaceX
andJeff

would have an enterprise value of
1.5bn.

Laura Seward Forczyk, founder of
space sector consulting firm Astralyti-

later this year, beg
sidessald woukd beanewcollaboration
inthescramble for space tourism.

‘The partnership announced yesterday
‘camethree months after Virgin Galactic
agreed to merge into a Us-listed cash
shell launched by former Facebook

‘The merger with Mr
cash shell, Social Capital Hedosophla.
provides Virgin Galactic with publicly
traded shares without having to go
through the traditional initial public
offering process and returns some cash

tively modest ﬁmnmny “Boemg
brings over 100 years of flying experi-

ence and a significant investment of
space travel. As Virgin gets closer to
sending passengers into space we will

executive Chamath ya, as it
rampsupitseffort to send customers on
'90-minute rides to the edge of space.

Boeing’s investment, which is contin-
‘gent onthe merger closing, will be made
out of its HorizonX Ventures start-up
investment arm and comes with a
‘promisetowo

Boeing s already hezvl]v into space
exploration, serving as a main contrac-
tor for Nasa's Space Launch System for
future manned flights into deep space,
and workingona reusable space capsule

Social Capi 49 per
cent of the group, which it estimated

™~

tothe International Space Station.
‘The partnership gives Bocinga stake
ina potentially Virgin i
tourist customers into sp: year

She added that Boeing would see the
‘venture as an investment in high-speed
globaltravel as well asinspace.

‘The company s years behind itsorigi-
nal schedule, in part because of a crash
in2014 whentwo test pilots were killed.

1n 2018, a test flight by the company
reached the edge of space for the first
time and it hopes to send customers,
whoit expects to pay hundreds of thou-
sandsof dollars, intospace nextyear.

sir Richard said the Bnemg pamm-

rtant
collaboration for the et e
space travel these “the natural
next steps for our human space flight
programme”.
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Technology

US eyes credit boost for Huawei rivals

Funding plan explored for
European sector leaders
such as Nokia and Ericsson

KIRAN STACEY — WASHINGTON

‘The US is looking at ways to funnel
money to Huawel’s European rivals, as
- &

One official said: “We gave up our
superiority in making telecoms equip-
‘ment decade isil

To the consternation of the Trump
administration, no US group can

that this might not have been the best

choice for national security reasons.
“Almost every department and
sagmoyis desperatelylooking right now
Ifwe

build the radio transfer
signals between mobile phones and
the towers o sites that make up the

network.
Some officials believe that the best

R e soon b the only

is becoming dangerously dominant in
the race for the next generation of
‘mobile communications.

US officials have suggested issuing
credit to companies such as Nokia and
Ericsson to enable them to match
financing terms Huawei offers custom-
ers, accordingtotwo people with knowl-
edgeofthesituation.

The move s part of a wider push to
fund a rival to the Chinese company,

option forany
networks”

Another said: “This is one of the big
concerns of the government right now.
Everyone from the defence department

‘Almost every department
and agency is desperately
looking right now for ways
to get back into this game’

to the commerce to the
department of homeland security is
lookingat this”

The White House declined to

comment.
Huavwei sells 28 per cent of telecoms
equipment, according to Dell'Oro, the

‘way to counteract Huawel is to make
sure its rivals can match its multi-
billion-dollar credit lines from China’s
state banks that allow it to offer much
longer payment terms than most of
itsrivals.

‘maker and which the US believes poses
asecurityrisk.

Nokia are its closest rivals; they
declined tocomment.

Others in are pushing
instead to foster a homegrown rival to
‘Huawei, and have asked large US tele-

coms equipment companies such as
Oracle and Cisco whether they would
consider entering the radio transmis-
sionmarket.

Both companies have rebufed such
suggestions, according to two people
familiar with the discussions, warning
that they would be too expensive and
time-const

‘The Trump administration s looking
closely at incentives to encourage
US companies to invest in new 56
technology, including software which
enables pieces of equipment from
different companies to communicate
witheachother.

‘This would allow telecoms providers
to buy equipment off the shelf from
‘multiple: i

setts-based company that produces
such software, to work out how to

supportit.

Possibilities include funding rural
internet providers with hundreds of
‘millions of dollars to rip out Huawei
equipment and replace it with US
or other western technology — a plan
which is making its way through
Congress.

Banks

Barclays chiefs
lied on Qatar

payments,
court told

CAROLINE BINHAM — LONDON

A “small cadre of very senior execu-
tives” at Barclayslied about the bank’s
arrangements with Qatari investors as
they desperately tried to avoid a gov-

to force hardware companies to make
their products accessible toits software,
while some of its backers want addi-
tional tax breaks to encourage US par-
ticipation on international telecoms
standardsbodies.

Thierry Mxllpl.le, executive vice-
e donot.

one company to build an entire net-
work, thekind of work in which Huawei
‘specialises.

For example, officials have been in
talks with Altiostar, a Massachu-

needtocreate anod\er Huawel. Thereis
an alternative. Our product is very
attractive to the administration, but we
need them to help support the US sup-
plychain”

on the opening day of the retrial of
Roger Jenkins, Tom Kalarisand Richard
Boath at London's Old Bailey yesterday,
the jury heard that the defendants
devised a“dishonestmechanism” topay
the Qataris £322m for their participa-
tionintwo emergency cash
The fundraising rounds in 2008, at
the height of the financial crisis,
attracted the support of Qatar Holding,
an arm of the sovereign wealth fund,
and sheikh Hamad bin Jassim bin Jabr
al- Tham the Gulf state’s prime minister
atf
-n.e trio agreed to cnmma.l]y tell lies

Financials

Bessemer
raises fund
for later-stage
tech groups

MILES KRUPPA — SAN FRANCISCO

One of silicon Valley's oldest venture

firms s raising a fund to invest
in |alEl' stage start-ups that want to
remain private for longer, aftera series
R
the publicmarketsthisyear.

Bessemer Venture Partners, which orig-
inally grew out of the personal wealth
office of Carnegie Steel co-founder
Henry Phipps, has traditionally run a
single flagship fund with more of afocus
on early-stage companies, including
fundingrounds ofbbelow $1m.

1t will announce that it has raised
$525m to invest in existing portfolio
companies and for new holdings in
“growth” stage companies, with single
investments of up to$250m.

Byron Deeter, a Bessemer partner,
said the fund brought total assets above
$6bn, givingit the ability to fund “every
round of a cloud company’s existence”
in case “late-stage investors pull out of
themarketor IPO windows shut”.

‘Many tech IPOs have disappointed in

to preserve their own posmons the
prosecutionalleged.

‘The three men, who have long since
left Barclays, are charged with conspir-
acy to defraud and substantive fraud
offences. They deny the charges, which

amaximum10-year sentence.

‘The trial lifts the lid on the atmos-
phere inside Barclays as markets roiled
in2008anditsrivals were bailed out.

Barclays turned twice to investors
from the Middle East and beyond that
year — once in June and again in Octo-
ber. Thebank raiseda total of £11.2bnto
avoid a government bailout that Bar-
clays felt would come with restictive

ed, the court was told. The
Qataris conmbmed a total of about
£4bnacrossthe two fundraisings.

‘The Qataris “drove a hard bargain”
and demanded twice the fees that the
board had agreed to pay all investors,
thecourtheard.

“They were faced with a dilemma:
insist on paying Qatar no more in com-
mission fees than it was payingtoall the
other investors and likely fail to get the
vital Qatari investment home, or agree
to pay the Qataris more commission
without telling the other investors and
tofind a dishonest way to disguise and
hide that fact,” said Edward Brown QC
for the UK's Serious Fraud Office.

He said the defendants “agreed to
pursue thesecond option”.

Investors expected toall be paid the
same fees in order to participate in the
fundraisings. Moreover, knowing that
the bank was desperate enough to pay
outsize fees to one party could spook
other investors over the health of the

publicmarkets this year, ith ‘bank, Mr Brown told thejury.
the offerings of Lyft and Uber. Last ‘The solution was two “advisory serv-
‘mont property company WeWork Juventus chairman Andrea Agnelli has h advocate of th ice t promised to pay
and entertainment group Endeavor YOU [h (70('118 ‘warned that radical changes are such as Fortnite. third ition, the Europa
pulled their listings after facing con- =) needed i e are weare Conference L ‘which from return for helpmg Barclays in the Gulf.
cerns from potential investors, sending ]uventus bo SS club competitions to sustain interest simply protectinga system that is no 2021 will allow many more smaller But the ASAs were “a pretend agree-
achill through IPO markets. amonga new generation of fans. longer there, asystem of play in European ment” that were not properly disclosed

silicon Valley's venture capital funds ‘The head of i welittle competition. in public documents and were just hi
haveincreasinglylookedtoraisemoney | WAI'NS Ofneed a]so chair of the powerful European interest for our kids,” he: sald “The ‘no, no, no' we've heard from | den commission, the SFO alleges.
for later-stage investments as Soft- Tub A: ttion, which Itis his latest 1don’t think that's Mr Jenkins, once the bank’s rain-
Bank's $100bn Vision Fund, along with | () W]_n fans P g leading sport’s power brokers to accept radical | healthy,” he said. maker in the Middle East who negoti-
hedge funds and mutual funds, have sides eformstothe Champions League. Mr | owever, bis appeal appearsto aned the capital calls, has been charged
bolstered the valuations of tart-ups and Yesterday, Mr Agnelli have had little effect ings. Mr Ka.h
allowed them todelay publiclistings. major domestic competitions suchas | creation ofa promotion and relagauan rift between lubs is, wholed the

“We know we have to pay market the Englsh Premer League, Spalns La | system, soup to24 and major i Mr Boath, former l-.‘uropeanhead ofthe
prices, and market prices are pretty L d i d i i ister Olsson, president of financial institutions group of Barclays”
highl;iillu now,” e said. “But 1 s e forthe nmyezfs European Leagues, atrade body that | investment bank, have been charged
would also say e opportunities form the Champions rather th i yin relati isi
are also pretty fantastic.” He called it Leagu igi itonthe s o | competitions, respondedbyszvmg ‘The SFO has brought the case after
“the b&ume" in hlslnry for cloud com- ition, from 2024 onwards. onal leagues. ot accept any ‘more than seven years of investigation.

G L i Such leading John Varley, Barclays chief in 2008,

et backingonline conference at Twickenkain Stadium, | teams play each other more regularly | relegtion between Buropean was charged by the SFO but acquitted
data storage start-ups, lending ts name London, he said football must evolveto | in the Ch: ‘where €2bn orany extra earlier this year when the judge ruled at
to a Nasdaq index for cloud software | Juventus inaction againstInter ~ ensure dded to half-ti the SF i
‘groups. It was one of the earliest inves- | Milan last weekend. Juventus higher sporting quality,” or rixklosing last season. A further €400m was fixture schedules. case out sufficiently against him — a
torsin Pinterest, which raised $1.6bn chairman Andrea Agnelli is hared i a‘nonono;”saidMr | decision upheld by the Court of Appeal.
its public offering in April,and conti pushing for change in European  being targeted by other Emerlmnment Europa League. Olsson. “[But] we don't wanta His co-defendants Mr Jenkins, Mr Kala-
uestohold ani football franchises, ‘Mr Agnelli was also a leading closed league” Murad Ahmed risand Mr Boath then facedaretrial.
‘munications software company Twilio. continues.
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Automoblles

Lay-offs at GM edge close to 60,000 after talks with car workers break down

PETER WELLS — NEW YORK
JUDE WEBBER — MEXICO CITY

‘The number of workers laid off during
the strike at General Motors, the first
industry walkout in more than a
decad i
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‘The dispute entered its fourth week on
Monday after contract talks between

fiv

worse”. GM i
Tesponse to an “extensive pad(age pro-
posal” put forward by the union that

istered a small impact in production at
the engine and transmission plant due

production of about 100,000 units in
the 2019 financial year, 87,000 of them

70 cents of that attributed to the strike
and the remainder related to marking-
‘to-market the value of its investment in

addressed issues such as wages, job  tothellackof Lyft theride-hailingcompany.
i i il Crucially, the “will be MrL

“They reverted back to their last  thestrike; it saidinastatement. at high profit pick-up and SUV plants depress earnings at suppliers by about

rejected proposal and made little  ColinLangan, than] 100 per centutilisa- 1.5 per cent on average, and was likely

UBS, said asfora

response did nothingto advance awhole

the United Auto
broke down over the weekend. Wall

you
and your families.” The union “could

GMlaid off 415 workers on Monday at
ne of i in Mexi i

lay-offs at its Ramos Arizpe plant in

6,000 it stood down at a separate
pick-up truck plant there last week.
That adds to the 49,000 hourly UAW
workers in the US and about 4,500 in
Canada idled since the strike began on
September16.

Terry Dittes, UAW vice-president,
said in a statement on Sunday that the
“negotiations have taken a turn for the

A spokesman for GM in Mexico said
workers were either taking the days as
vacation or, if they had no leave availa-
ble, were being paid a percentage of
theirsalary.

‘The carmaker said the assembly line
in Mexico producing the Chevrolet
Blazer and Equinox was working nor-
mally, as was the engine factory that was

GM has been laying off workers
in the US, Canada and Mexico

tion”, he wrote in a note earlier this
‘month. GM made about 2.95m vehicles
inthe US last year.

Last week, sales data for Detroit’s big

ree carmakers showed that GM sold
nearly 739,000 vehicles in the three
‘months ended September 30, which was
6.3 per cent higher than a year ago but
less than the 750,000 forecast by the
Edmunds car website.

Fiat Chrysler had a flat annual per-
formance, and sales at Ford, which is in
the middle of a corporate turnround
programme, declined 4.9 per cent over
the past 12months.

cutits earnings per share forecast
for GM in 2019 to $6 from $6.90, with

to pose the biggest negative surprise to
expectations because most of the com-
panies were “using more conservative
assumptions”.

Analysts at JPMorgan estimated the
strikes had cost GM more than $1.1bn,
or that the company was losing money
atarate of $82maday.

GM shares have fallen by just over
10 per cent toaround a four-month low.
since the industrial action began,
exceeding the declines for rivals Ford
andFiat Chrysler.

By comparison, the S&P 500 has
declined 0.2 per cent over the same
period. So far in 2019, however, GM
sharesareup3.9 per cent.
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Hitachi’s governance turnround
points way for Japan Inc reforms

FT Series Slimmed-down conglomerate displays benefits of robust oversight and sharper focus

LEO LEWIS — TOKYO

‘When recent Presldems of Hitachi held

of one of Japan'’s most renowned names
was thrown into doubt.

Itisunusual foracompany to dwell on
past disasters, but Hitachi has made a
powerful virtue of its bruising financial
loss during the global financial crisis.

The $8bn loss it suffered in 2008 gal-
vanisedanunwieldy, l-disciplined con-
gomerate — with businesses spanning
rice cookers to nuclear power stations —
and provided Japan with what some
have cometoseeasamodel ofhowmore
robust corporate governance and a
sharper focus can protect a company
from failure. To foreign and domestic
investors who had largely written
Hitachi off as the cautionary symbol of
Japan’s corporate intransigence and
decline, it wasan important glimmer of

pe.

“Many companies want to change,
but every company needs a moment
that makes it happen. We had that
‘moment after the collapse of Lehman
Brothers,” said Masano Sato, a veteran
of the investor relations division at
Hitachi. The big challenge now, he adds,
is convincing the market that after a
decade of agonising restructuring,
Hitachi can push into fast-growing
fields. These include the “internet of
things”, or adding connectivity to indus-
trial applications.

Hitachi’s portfolio of businesses was,
to many observers, the epitome of why
Japan so badly needed a governance
overhaul. It had hundreds of subsidiar-
ies, many with only a slim business
rationale, but whose effect was to create
invisible hierarchies that too often
steered the company the wrong way.

In 2011, Hitachi was controlled by a
13-member board of which just four
‘members were notionally independent;
today an 11-member board is domi-

L8
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Mining

BHP pledges
to make local
needs count
in decisions

ME
NATURAL RESOURCES EDITOR

BHP says it must forge anew pact with
society to ensure the sustainability of
its business and secure access to
resources, marketsay

Geoff Healy, chief external affairs
officer, said ahead of an investor brief-
ingin London yesterday that the Anglo-
Australian group was adding a social
value assessment to the business plans
of all its assets to “hardwire” local inter-
estsintoits decision-making processes.

“In order to deliver ﬂnzncla.l value,
‘youhave to deliver social value. The two
are completely intertwined,” he said.
“Thisisjust good, sensible business.”

BHP’s move coincides with growing
debate about the purpose of business
and the valueit bringstosociety.

America’s Business Roundtable,
which represents 181 of the most influ-
ential companies, last month dropped
the shareholder-first mantra, urging
‘groupsto consider the environment and
‘workers alongside profits.

‘These concerns are particularly acute
for mining, which needs the support of
host nations and local communities to
secure access to commodities.

In BHP's case this means steelmaking
ingredient ron ore, copper, coking coal

[ Hitachi looks to growth after years of restructuring

Number of consolidated companies

Earnings (¢bn)

Stock performance: share price and Index (rebased)

Overseas.
B Japan

1,200

———1,000

140
“Topix
A4 120

nated by eight genuinely i
directors. In 2008, the company had 22
subsidiaries listed on the Tokyo Stock
Exchange, by the end of 2018 it had just
four and may soon have even fewer as
other carve-out plans evolve. Over the
same perod,stotal number of consli-
dated

per cent to202inaflurry of sell-offs )
restructuriz

ng.

Pressure for better governance in
Japan was crystallised by the 2015 gov-
ernance code but investors'deep dissat-
isfaction with the likes of Hitachi pre-
dated that. One of the most consistent
complaints of investors has been the
prevalencein the Tokyostock market of
listed subsidiaries of larger companies.
‘Therearestill roughly 247 listed compa-
nies whose capital structure involves
substantial stakes held by the parent,
which often means that minority share-
holders are abused while management
complacency is widespread.

The clear-out by Hitachi saw KKR
acquire a chipmaking business in late
2017, while French car -arts maker Fau-
recia bought the Japanese group’s car
navigation businessfor €1.1bnlast year.
Shareholders have rewarded Hitachi for
corporate governance reforms, that
while pioneering in Japan, have long
been the convention in other developed
markets. Hitachi shares have more than
doubled since thestartof 2009 while the
benchmark Topix index has climbed
just over 80 per cent.

Success in maintaining
momentum, say mves'
‘tors who own Hit
shares, will depend
on leadership. To §&&
many analysts, the
defining changeat
Hitachi may
have been less
the crisis men-
tality forged in
the wake of the

In the past, generat-
ingjobs and tax receipts was enough to
securea so-called licence to operate but.
industry figures say more needs to be
done, not least after the Brumadinho
dam disaster that claimed 231 lives in
Brazil this year.

Mark Cuu(zm chief executive of
Anglo American, said last week that the
status quo was “unsustainable” and
‘miners needed to move beyond “what
we previously thought of as the way
‘miningadds value”.

Mr Healy said BHP wanted managers
of mines and oilfields to think harder
about the local community and not just
focus on cost, volume and safety.

“It's going to be a significant change
for us;” said Mr Healy, citing BHP's iron
orebusinessin Western Australia which
was polling local people on land use,

Daniel Litvin, managing director of
Critical Resource, which helps compa-
nies assess social, political and environ-
mental risks, said BHP’s move was not
wasalertto
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Hitachiis global financial crisis, and more the  Hitachi chief executive since 2016, \[apy calls the social innovation business —a
pushingintothe arrival in 2010 of Hiroaki Nakanishias  Toshiaki Higashihara, appears to have " itachi
“internet of president. doubled-down by makingitknownthat COMPANies  companies'effortstodigitise.
things’ after ite h iloyal-  thefour remaining]i idiari wantto Akira Kiyota, the president of JPX
being ist, l.\ls message was pamﬁll.ly simple:  not enjoy any magical protection from k2 (the company that owns the Tokyo
ontightly reim-  divestmentor consolidation. change, but  stockExchange) said Hitachinow stood
intoaniTand  aginingHitachi asanIT, andinfrastruc-  Although the company has made no

specialist under
Hiroaki
Nakanishi,
below —rorogamma
s

that there were no more sacred cows,
and that governance shortcomings were

formal decision, Hitachi is running a

Mr Nakanishi's success, particularly
sl

flisted
snbxidjarie&. was eye-catching — most
especially to the ranks of large private
equity groups that have now taken up
position in Japan as they wait for other
conglomerates to follow Hitachi’s lead
and jettison assets. Earlier this year,
KKR_co-founder George Roberts
described Japan as his company’s high-
est priority market outside the US.

In2018, Mr Nakanishi (by then exec-

utive chairman of Hltzclu) became
head of the Keidanren

every

saleof its chemical division —aunitlong  COmpany
regarded as 5o central to the business e s 3
of
thesm]e of change at Hitachi. moment
Offshore
scrambling to globalise the group as fh“t "‘“k?S
Japan's population-shrinking demo- it happen’

graphics hobble future domestic
growth. The company last December
embarked onits biggest overseas acqui-
sition—a $6.4bn grab for the lion's share
of ABB's electricity grid assets.

A pincer-movement of governance
pressures from Japan's government
pension investment fund (GPIF) —
‘world’s largest pension fund — and from

tion —a powerful, conservative organi-
sation whose character he had begun to
reshape before suffering ill health in
May this year and partially withdrawing
from publicappearances.

But his influence at Hitachi — com-
bined with the pressures created by
Japan’s i corporate

tactics is beginning to push the parents
to make big calls on their subsidiaries.
But even before that, Hitachi was under
pressure to shed its subsidiary flab. It
now, spectacularly for a Japanese com-
pany, admits it should have heeded
those warningssooner.
T lisatic what the

governance codes in 2014 and 2015

respectively — is hard to dispute.

‘Accordi , the move

by Japanese companies.

to focus on core

businesses has
accelerated

since2014. Last

year a record 206

institutional investors had been saying
about Hitachi before Lehman — whatit

said MrSato.

needed to do, and what businesses it
should sell - had been basically right”  The Company
of the Future
The challenge of preparing the com-  Find previous
pany for its growth phase, say Hitachi  ccori®
executives, will be to continue refining  radeoffs
businesses must

the concept of what is “core” the focus

the
partial sale or
[} transfer of busi-
nesses.
His successor as

onlTa
nology may work sl.raugjca.lly for now,
‘butit may havetoeve

A medium-term plan will see the
company focus resources on what it

into an uncertain
ture at:

ftcom/future-
company

bv o Tt a
much bigger priority.
“Ina sense. Hitachi has became a

“It's no longer an unusual occurrence
for a mining project to hce opposman
fromalk the norm,”

Lhe best model for major companies in

he said. “That leads to pm]ecm been
delayed,

a(enuwfolluwmgsml, said MrKiyota.
‘The success Hitachi has had in over-

‘Mr Litvin added: “But it is very hard
todothis well. No one hasfound a magic

hauling its will keep the

pan

Telecoms

Spain’s Cellnex to buy Argiva mobile masts business for £2bn

NIC FILDES — DUSSELDORF
SARAH PROVAN — LONDON

Cellnex Telecom is to buy Argiva’s tele-
coms unit for £2bn in a deal the Span-

stake in Cornerstone, their jointly
owned British mastcompany, according
toaperson with direct knowledge of the
situation. UBS is advising Vodafone
while Goldman Sachs is advising 02

rights issue, plans to fund the acquisi-
tion through a £2bn syndicated loan
facility and available cash reserves, the
company said yesterday..

ings before interest, tax, depreciation

1sh company said would make it the owner Telefonica. potential amortisation are expected to be masts from liad. Megabuyte, | | Aledsins ot low s Cos el
o vt itwas“per- | [ emeotspano

theUK. place. Comersmne. with16,500 masts,  Towers have become a sought-after plexmg that the deal was struck at | | 2018.by Order No.2018.0R 35

The sal,th aestn a seies of tower s the UK’ eading mast company with st inrecent years, attfacting much - barely lalfCellnex's o rading valua- -

deals as telecoms companies look to

The Arqiva telecoms masts were
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Iar recent transactions. Citi calculated
that Cellnex had paid €240,000 persite
compared with €316,000 when it

aboulz third of the market.

higher valuations than the operating

offload their masts to

funds and specialist companies, is likely

sites to Cellnexs portfolio, taking its
total This:

Vodafone and 02 have appointed
banks to formally launch the sale of a

year
itbought BT’s rooftop masts.
Cellnex, which

a€2.5bn

arms of

Cellnex, which has been one of the
most acquisitive companies in the
region, said it was still evaluating €7bn

Arqlva. which backto

will retain its large broadcast towers
‘business. ¥
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Fixed income. Debt sell-off

Lacklustre auction shakes Japan
bond trading from slumber

i i i i Theweakness  the markets over the next few weeks.
Demandisthelowestinthrec | Japanese goverment bonds stumble as investors await | sres e et et
= B central bank’s next steps . i pe:
years as investors position for judgmentthat  restart stimulus intensified last week
- 10-year yield (O the Bank of Japan  when the BoJ raised its purchase target
policy shift from central bank o might pull back  for short-term JGBs while cutting its
R =0 os  moreforcefully  scheduled purchases for longer dated
LEO LEWIS AND ROBIN HARDING — TOKYO hY DO § onit: h: notes,a imed at steepen-
TOMMY STUBBINGTON — LONDON 10 oflong-term ingtheyield curve.
VA » A 3 debt  In theory, said Capital Economics
For years, Japan’s government bond LAY n Franck Roticraneps economist Tom Learmouth, the best
‘market has slumbered on the edges of f \\ ) \ 20 ‘way to achieve this goal would be to cut
global finance. Dominated by the coun- Wy \/ 25 the short-term policy rate but the Boj
try’s central bank, prices rarely budge, . may be reluctant to loosen policy given
leavingtraders with little todo. X [ T L 4 T - the: lmpmon  Japan’s already struggling
Butat the start of this month, asale of b k) e sector.
10-year debt failed to stir the usual Souroe Refray ‘The Bo] has played for time, promis-
interest from investorsin the ¥1.1 quad- ing a review of the economic situation
rilion ($10.3tn) market. and will continue to influence the asarise in the country’s consumption whenitnext meets. But theriskis thatit
Unnerved by new plansatthe central direction of global rates,” said Priya tax that many economists expect will raises expectations for more stimulus
bank to shift to buying more shorter-  Misra, head of global rates strategy at knock the fragile growth of the Japanese thatitisunable orunwillingto fulfl
term debt, some private buyers stayed ecurities. economy. Inparticular, the BoJ isreluctant to go
away, making it the worst auction in  Poor economic dataandariseinthe  Last week, fresh data showed asharp deeper into negative interest rates than
it tax were likely to keep  jump in department store sales in Sep- the current minus 0.1 per cent unless
Japanese government bonds stum- pmppll\gupdebtpnces,shesald tember. But traders and analysts were the economicsituationisdire.
bled, sending ripples through other ction on Octo- i i Tweaks to its asset purchase pro-
markets including US Treasuries and ) a(pemﬂnns thattheBoJ  as evidence that consumers rushed to ‘gramme o promises of a longer period
even,briefly, UK gi could pull back more forcefully on its  the shops to bring forward their pur- of ultra-low rates are more likely
e e optionsinthe short term.
rethink by economists and investors  which have inned the past six T from 8 per cent: “Those approaches face drawbacks of
St steps for the Bank of i r e
Japan ahead of its meeting on October 31 Its aim is to push long-term debt Data on supermarket turnover from investors arounc
f i i the first week of October was none too treating every rise in yields as abllvmg
theglobal and domestic economy. Tates — an effect known as steepening  encouraging, either. opportunity.
Oneoption for the Bo issimplytocut  the yield curve that is crucial to the  Some economistsfear that the taxrise. Dickie Hodges, a London-based bond
interest rates and accept the dent o health of the country’s could be enoughtopush G B¢ fund manager at Nomura Asset Man-
profitability o ial i he third-bi i i o agement, said he had bought Japanese
banks, which have chafed against fur-  tor pensionfund. cal recession. remain in government bonds in the immediate
ther easing measures. The ensuing selloff demonstrated _ Citigroup's Japan economist Kiichi gy ey o atermath of the sell-off, betting that
Alternatively, the Boj couldgofurther markets’ acute sensitivity to central Murashima, said the spike in consump- gloom about global growth would force  FastFT
wthnsrejlgofbond purchases. banks' support. But ts flecting nature  tionshowed that “wecannolongerdeny  the Storm  the central bank to target even lower  Ourgiobal
Analysts shifting facesin andwill yieldlevels. team gives you
towards the second view and bracing pushing up longer-term yields in a s larger” than previous expec- 3 “Nothing has changed,” he said. “As  market-moving
the  world where i CoNtinuE to  we go deeper into an economic slow-  news and views,
central bank's most market-moving  rockbottom Interest rates — in Japan Agamstmlxbad(d.mp, headded, the i Alence down everyone is going to have to  24hoursaday
‘meetingsin recentyears. andbeyond — ,  double down —and that includes the  ft.com/fastft
“GBs remain in the eye of the storm  The BoJ tweak came on the same day claser call and a greater headache for ~ global rates’  Bankofjapan”

Asset management

BlackRock
launches fund
for recycling
investment

HENRY SANDERSON

BlackRock, the world’s largest asset
manager, has teamed with the Ellen
MacArthur Foundation to help fund a
shift towards a “circular economy,”
saying the rise of recycling represents a
bigopportunity for investors.

‘The $6.8tn-in-assets fund manager
said yesterday that growing consumer
awareness of waste — from plastic to
electronic products — could boost the
fortunes of companies such as alumin-
ium can makers and plastics recyclers.

Asaresult, BlackRock has launched a
fund, seeded with $20m of its own
money, to buy stocks that stand to
benefit.

“Consumers are changing the way
they think about how to spend, and
circular economy factors will become
very important in their decision-mak-
ing process,” said Sumana Manohar, a
London-based co-manager of the fund
at BlackRock. “That means opportuni-
tes for companies who are frontrun-

ers”

The fund is the latest effort by Black-
Rockto capitalise on therise of sustaina-
ble investing, which is growingin popu-
larity among institutional investors
concerned about the threat of global cli-
mate change.

Half of all assets managed by the
investment industry will be run with

‘Circular economy factors
will become very
important in consumers’
decision-making process’

some kind of environmental, social and
corporate governance consideration by
next year, according to estimates from
Deutsche Bank.

New York-based BlackRock has been
criticised for the scale of its resto
oil, gas and coal companies and for
not doing more to require such compa-
nies to fully disclose their lobbying
activities.

‘The Ellen MacArthur Foundation, a
charity set up in 2010 by Ms MacArthur,
a former long-distance yachtswoman,
saiditwould help advise the BGF Circu-
lar Economy fund and would benefit
from some of the fees charged to inves-
tor

s,

Andrew Morlet, chief executive of
the foundation, said cutting usage of
materials was critical in addressing the
45 per cent of global carbon dioxide
emissions related to the production of
goods.

“We can see that companies are wak-
ing up to the opportunities this repre-
sents,” Mr Morlet said. “We've seen hun-
dreds of companies moving into this
space””

Companies such as Ball Corp, a Colo-
rado-based aluminium can producer,
and Philadelphia’s Crown Holdings are
already benefiting from a public back-
lash against materials such as plastic,
Ms Manohar noted.

Shares in Ball have risen 56 per cent
this year on the New York Stock
Exchange while shares in Crown are up
52 percent.

Asset management

Odey hit in volatile September for hedge funds

LAURENCE FLETCHER — LONDON
ORTENCA ALIAJ — NEW YORK

Hedge fund manager Crispin Odey is

ingtoaletter toinvestorsseenby the FT.
Financials

funds, which have been running large

‘The fund, which had been betting on

Commodities

lmwever, and Lancashire’s shares

y Meanwhile P Eritishy against
rcatiafearriond which Mr Odey has also been betting,
climbed against the dollar.

Mr Odey, founder of London-based
Odey Asset Management, lost 12.7 per
cent in September in his European
hedge fund,

Offsetting some of the losses was Mr
Odey’s large bet against Metro Bank,
whose shares plunged after the lender

lled rin

fallingbond yield:

cent,

‘Man Group’s AHL Diversified lost 7
per cent during the month, reducing
gains this year to14.6 per cent, whileits
Evolution fund fell 4.3 per cent, leavmg

b

GREGORY MEYER — NEW YORK

Some funds were able to profit from
the sharp market moves. Renaissance
‘Technologies, the $60bn hedge fund
businessfounded by Jim Simons, wasup

itup 8.9 per cent. New
sham Investment Management’s Alter-
native Commodity Absolute Return
iumlfeuv.spercenuea\zingudowmn
per centfortheye:

Among macro managers, Brevan

2.5per cent Institu-
tional Equities fund, bringing its year-
to- dmpeﬂomancemlosperoem

The US ethanol industry sounded
elated last week when the Trump
administration unveiled long-sought
reforms to shore up biofuel demand
but the reaction in the markets has
been less enthusiastic.

Trump ethanol plan triggers
steep fall in Rins credit prices

demand, pushingup the price of credits
thatol refiners purchaseto meet blend-
ing requirements. The credits are for-
mally known as Renewable Identifica-
tion Numbers, or Rins.

Butafter Friday’s announcement, the
Rins credits “have been falling off a
liff”, said Denton Cinquegrana of Opis,

sald it hxd beneﬁled trom bemg over-

eLhanol ‘markets has fallen since Fri-
y the Environ-

the Finan- ke declined
cial Times. it d 181 itioni
per centfor theyear. Mr Odey’s fund endured 1
September proved amajor challenge  dar years of losses, includinga drop of
for hedge funds, many of which have nearly 50 per cent in 2016, before
beenriding rising stock and bond mar-  rebounding 53 per centlast year, whenit
Ketsthisyear. was one of the world's top-performing

A violent rotation out of shares that
had been performing well and into
cheap value stocks — which had previ
ously’

hedge funds.
‘This month, it had regained 4.5 =
centas, of the middle of last week,
ey

faster-growing companies, for msmnee
in the technology sector — hit some
equity hedge fund managers. There was
also  spike in crude prices mid-month
following strikes on Saudi oil processing
facilities, that was quickly reversed.
MrOdey's fund hasbeen running bets
against financial stocks including
insurer Lancashire Holdings, the fund’s
biggest equity market position, accord-

September also saw large moves in
government bond markets. US 10-year
Treasury yields soared from 1.51 per
cent o 191 per cent by the middle of the
‘month after a bout of improved eco-
nomic data, before falling back as con-
cerns about the growth outlook
returned. Yieldsfall aspricesrise.
Among hedge fund strategies hit

p er

Howard, run
il o s e
performance.

Crispin Odey's i e

were nd-following

‘years of losses.

rials.

day
mentzl Protection Agency, reflecting

Opisreported theaveragepriceofeth-
anol Rins was 20 cents a gallon on Mon-
day, down 16 per cent from Thursday

d close to th i

Greenlight Capital, the value-focused
hedge fund founded by David Einhorn,
also did well, posting an 8.4 per cent
returninSeptember.

The fund is up 24 per cent this year
afterabrutal end to 2018 that saw it post

Most petrol sold in the US contains
e
‘modity is of |

Tl
the proposal, said Bill Lapp of Advanced
Economic Solutions, aconsultancy.

In idwestern U3 sttes whete more
ird of the com copis soldto

inturn, are

Some funds were also able to profit

crucial to Donald Trump'sre election

‘The priceof 485
agallonin Chicago on Monday, down 2.3
per cent from Thursday. Corn futures
also settled at $3.87 a bushel, slightly
Tower than Thursday.

‘The EPA this week plans formally to

market fallout from Argentina’s presi- | The EPA on Friday plan  propose th ded biofuel require-
icio Macri i i || e e Al et
primary pollsin August. ayear— mits last week, the

London-based Promeritum Invest-
ment Management, for instance, made
‘gains on Egypti i It

sional mandate — in 2020 after punch-
ing holes in the mandate by giving
finers.

EPA said that it would “seek comment
on actions to ensure that more than

‘was up1.2 per cent last month and is up
8percent thisyear.

ref
1f successful, the plan would soften

blended into the nation’s fuel supply
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The day in the markets

What you need to know

»US and European equities fall on trade
‘worrles ahead of fall

 Aslan markets. rally after technology
shares

[ Turkish lira under pressure after Trump threat |

Against the dollar ira per $)

Bond investors
are addicted to the
stimulus placebo

dd tradeat the

ing. Hintsin

best of times. If you expect the ECB to
get anywhere near its target over the
. .

Germany was considering ditching its
commitment to a balanced budget

Richard Barwell at BNP Paribas Asset

likens investors to a
patient knowingly demanding a pla-
nd market is a tit
‘needs stimulus, but equally adamant it

ve that monetary

T et 50T & bb 1
C: e ommy tul ngtOl'l
pressure \ 572
574 s
US and European stocks fellyesterday as M \ ~k 1l h
L hedon MR arkets Insight

Us-China with 576
growing Evexn R \ i
global m: :

By mlddxv In New York, the S&P 500 \\ A o ver since Mario Draghi, the  zeroyield
was 0.4 per cent lower while the Nasdaq A European Central Bank’s
Composite was down 1.3 per cent and the \A I v"v A 582 president, began to stoke
Dow Jones Industrial fadtred s
11 per cent. ulus in June, mvestors have

The sell-off : . 586 | beenbetting
of dedlining borrowing rates as nvestors, | 07 0Oct2019 o8 more quantitative easing is on its way,
unnerved by another flare-up InUS-china | o coe and thatitwill notwork. cebo: “The bor
trade fension, sought the e Now that Mr Draghi has delivered his
of government debt. parting shot from the ECB by cutting  doesn'twork,” hesaid.

“The yield on the benchmark 10-year US rates and resuming bond-buyingtothe If investors b

basis poinfsfo151 | Xefra Dax Tpercent | gained 03 per cent, rising from a five- tune of €20bn a month, markets have

y
per cent — close 1o a one-month low.
Us-China trade falks are s(heduled to

whille Paris's CAC 40 shed 1.2 per cent and
Lomon's FTSE 100 lost 05 per cent.

resume fomorrow
remaining dublous on the likelihood of a
game-changing outcome.

“We see some possibility of a truce but
a comprehensive frade deal remains
unlikely; BlackRock said in a note fo
dlients.

Across the Atlantic, the broad Stoxx
Europe 600 benchmark and Frankfurt's

cent against
the eum. !eavma the single currency
frading close o 90p for the first fime ina
month, as hopes of a Brexit deal af next
week's EU summit faded.

‘Aslan markets rallied after fechnology
shares outperformed across the region.

week low despite four days of often
violent profests.

‘The Turkish lira remained under
pressure affer President Donald Trump
threatened fo “obliterate” the country’s
economy If it launched any operation in
Syria that the US considered o be off-
limits.

‘The lira was hovering at ifs lowest level
inmore the US

si cent.
In Hong Kong, the Hang Seng Index

dollar. FT reporters

Markets update

e T A

doubled down onthosebets. view shared by a growing number of
N finflati : , o
in the eurozone, which is closely  Mr Draghi pointed out in his inter-

watched by the ECB’s governing council,
fell toan all-time low this week. The so
called five-year five-year inflation for-
ward — which measures how much
annual inflation markets are pricing in
over the second half of the coming dec-
ade—sankbelow 1.11 percent.

‘Much analysis of the latest stimulus
'movehasfocused on whether Mr Draghi
‘could “over-deliver” by further stoking

i ‘bond:

view with the Financial Times last

Negative rates and QE
have not pushed eurozone
inflation back to target,
but things could be worse

A full-blown commitment by Berlin
to borrow and spend would no doubt
have amuch bigger impact on both the
economy and theexpected pathof infla-
tion. Bond markets in Germany and
beyond would feel the pain as they were
forced to digest greater issuance of
bonds to fund any spending splurge. In
that light, the clamour for negative-
yielding debt suggests that investors
don'texpect much on the fiscal front.
‘These dynamics are playing out amid
a row over Mr Draghi’s final policy
moves. Central bankers from Germany,
Austria and the Netherlands have
joined the German tabloids in publicly
criticising the ECB's stimulus package.
‘The boss of Europe’s biggest insurer,
Allianz, lambasted the Italian for his
“politicisation” of monetary policy.
“There slttle lgic to these calls for

arally in

‘month

that Tows —

oratleast, not causeittogointoreverse.

While it is true that US inflation for-

QE have not pushed inflation back to
‘target, but things could always be worse.

- (3] B ] < On that basis, September’s easing  wards have also sunk alarmingly this ~ Without them the eurozone might soon
us Eurozone Japan UK China Brazil ‘package can be counted a modest suc-  yea, it is less clear why the ECB should be facing the spectre of deflation. But
Stocks S&P 500 Nikkel FTSE100 | Comp cess. A bond rally that looked to have  take comfort. T)Ie cullapse is a sign of Lh!y are another sign that the negative
Level 290305 14901 21587.78 74315 291357 10071344 | stalled ahead of the meeting has since  investors’ e power of ypolicy
% change on day 2 099 076 029 0t resumed. Many investors are already
] ] o b per S IREaIperSIN | betting on further rate cuts, or expect-  The outgoing ECB head denied the  1f Ms ngarde goes down the path of
Level 07095 iz 750 R062 ing Christine Lagarde, Mr Draghi'ssuc-  central bank is out of ammunition, further stimulus, the calls will grow
g oy iR Foan F o0 o cesontoassertheraulhoty by befing_ arging more coud b done vith bt _loer. Some ECG polcymakers may
Govt. bonds 6B Bondll| | uptheQE further dis-
o o0 o T - But for a central ey DRt it most [arce[u.l comfort could becomethe main pointof
Basis poinf change on day 2450 3400 1100 1300 et RE e CEoiin ppeils OF a0 Scoslt
[t ) Lies Siiver eI MB0Y | closeto2 percent, it CBstim- pain to German savers and Berlin may
o .- — e = success. The eurozone rate shpped ulus. While he would never szy s shiftitsstanceonfiscal policy.
% change on day 084 116 130 01 102 096 Lesiilos rcf Citgcth;fo msny w‘"k putl:es danger
Tt oo OO SE B ATt may begood fo po 5. ousgame, polit-
Hos, bt appears to have ltleimpact _ Markets seem o agreetha,at this  cal ECB AT

Main equity markets

ontheirinflation expectatior

point, fiscalstimulusoffrs more bang
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Nektar i Fading hopes of a Brexit deal put g

Goldman Sachs downgrade from 'buv o
“sell.

News earlier this year that Nekfar had
used flawed batches of cancer drugs in
1wo clinical trials had not only raised
worrles about its safety and efficacy, It
undermined confidence in the company's
ability to run large-scale clinical

equipment maker scrapped development
of Its gene sequencing platform In favour
of a partnership with rival lllumina, which

pressure on domestically dependent

stocks such as ITV, Tesco and Premier

Inn owner Whitbread.
1 drop hel

upto
$265m.

hion the fall
for the FTSE 100, where dollar eamers

sales last quarfer had missed fargets
because of weak demand In China and

such as Coca-Cola Hi
group RELX climbed.
Land Securities fell after Credit Suisse

programmes,

sald that Peer Schat: downgraded o as part of
Nektar would take several years fo after 15 years as chief executive. aproperty sector review.
rebuild confidence in the drug, it added. Cellnex of Spain climbed after agreeing | “Whilst the range of potential Brexit
fobuy the di of wide, the most

Domino’s Pizza opened lower before
rallying on a mixed update.

“The franchise owner cut like-for-like
sales growth targets for both its domestic
and international markets but also
flagged lower central costs and
unchanged expansion guidance.

United Rentals faded affer UBS took
the equipment hire group off ifs “buy” st
based on “Increasing evidence” of a
slowdown In its markets.

Warnings from equipment makers such
as Linamar pointed to a significant
deterioration in industry volumes so
United Rentals’ operating earnings were
likely fo disappoint over the next few
quarters, UBS argued.

Cannabis stocks fell affer California-
based retailer MedMen terminated a deal
announced last year fo buy sector peer
PharmaCann for $682m, blaming
regulatory obstacles. Bryce Elder

Aralva, the UK broadcast Infrastructure.
group built around former BBC and
National Grid assets, for £2bn.

AMS fell on reports that the chipmaker
would not be bound by ifs 12-month
block on rebidding for Osram, the
German lighting maker, having last week
falled fo win enough shareholder support
with a €4.5bn offer.

supportive outcome for UK property of a
soft Brexit followed by political stability
appears highly unlikely” It said.

The pressures on office and refal
space, along with the growth In flexible
renting, meant Land Securities was “in
need of a strategic rethink”, Credit Suisse
told clients.

ling-off toa
special purpose vehicle that AMS had
used fo launch the bid and not fo the

Recruitment companies fell affer both
d Robert warned
on profits.

parent company, financial regulafor BaFin
was quoted as saying.
Kinnevik of Sweden,

conditions in Greater China, Hong Kong,
the UK and France, as well as signs of

online consumer brands such as Zalando,
gained on a Merrill Lynch fo upgrade fo
“neutral”

weakening in the Us  whil

Robert Walfers flagged a slowdown in the.

UK and Ireland. Sector peer Hays also fell
Easy Jet led the airline stocks lower

in retail banking

Embracing the power of digital services is essential for retail banks as a

means of meeting

The Banker

tech-savvy

asaway of streamlining costs and processes at the back end.

how re using

new digital service offerings in the midst of challenging operating
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